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If you look around the country, a 

conversation is being had about how best 

to provide the necessary infrastructure for 

Australia’s future. 

There is a strong understanding that 

business-as-usual simply cannot carry on, 

with more innovative solutions now being 

required. Much of that conversation revolves 

around financing and funding.

Before that, however, we need to address 

how best to plan, prioritise and deliver 

infrastructure. This need was recognised by 

Infrastructure Australia in its 2009 report 

to the Council of Australian Governments 

[COAG], when it stated that, although funding 

and financing reform are important issues, 

the assessment, selection and prioritisation 

of projects should always take precedence.

That is what this research is about.  

It provides a compelling case, that there is 

a problem with the current infrastructure 

provisioning framework and suggests a  

way forward.

WA has an enviable planning system that 

will deliver excellent outcomes for the state 

ForeWord

if it is allowed to. But in order to do that, the 

gaps in infrastructure provisioning need to 

be acknowledged and addressed.

The Property Council of Australia hopes 

that this research will provide more detail 

to the broader infrastructure conversation 

about what we can do, in both the private 

and public sector, to provide Western 

Australia with the infrastructure provisioning 

framework that it needs.

Joe Lenzo, Executive Director 

Property Council of Australia 

WA Division

iF you look around 

the Country, a 
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australia’s Future.
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The first step to improving a situation is to 

admit that there is a problem.

This study was undertaken by the Property 

Council of Australia to demonstrate how 

the gaps in Western Australia’s provisioning 

framework constrain property development.

The purpose of this research was to 

demonstrate that the current infrastructure 

provisioning framework negatively impacts 

the Western Australian property sector and, 

as a result, the State more broadly. This 

research set out to investigate the basic 

governance structure needed to maximise 

returns for public infrastructure investment 

based on best practice infrastructure 

provisioning frameworks in the Western 

Australian context.

Implementing a strong infrastructure 

provisioning process will ensure that 

scarce infrastructure investment dollars 

are directed into projects that achieve 

greater productivity, value for money and 

align project outcomes with community 

expectations.

exeCutive suMMary

Western Australia’s current governance 

structure fails to deliver a strong, 

accountable infrastructure provisioning 

framework. As the government takes steps to 

further increase private sector infrastructure 

investment it is necessary to improve the 

infrastructure provisioning framework to 

not only attract investment, but to provide 

certainty to the Western Australian property 

industry. The absence of an independent 

and accountable infrastructure provisioning 

framework will undermine attempts to 

attract private investment into Western 

Australian infrastructure.

the First step 

to iMprovinG a 

situation is to adMit 

that there is a 

probleM. 
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key FindinGs

•	 There has been a considerable 

underinvestment in Western Australian 

infrastructure over the past 40 years, with 

the value of WA’s current infrastructure 

stock more than $59.2 billion below the 

accepted global average.

•	 For Western Australia to meet global 

benchmarks for infrastructure stock 

relative to GDP by 2040, approximately 

$22.1 billion in infrastructure expenditure 

per annum will be required.

•	 The lack of status and accountability 

attached to the Infrastructure 

Coordinating Committee limits its 

effectiveness as an organisation that 

plans and prioritises infrastructure 

delivery.

•	 If 10% of property development 

projects are delayed as a result of poor 

infrastructure provision over the course 

of a year, the value deferred for the 

economy would be $1,216.27 million.

•	 Poor infrastructure provisioning 

adds unnecessary risk to property 

development projects, which makes it 

more difficult for property developers 

to secure debt financing and to attract 

capital.

key reCoMMendations

•	 Establish an independent infrastructure 

body based on identified best practice 

principles, with the responsibility of 

planning, prioritising and delivering 

infrastructure.

•	 Task the independent infrastructure 

body with developing a long-term, 20 

year infrastructure strategy, that delivers 

cross-portfolio assessments based on 

objective and quantitative evidence 

analysis.

•	 Implement a transparent approach to 

decision making and evaluation that 

reports on project performance relative 

to the project deliverables and outcomes.

ExECuTIvE SuMMAry 5



“Wa has an estimated 
infrastructure investment 
shortfall of $59.2 billion.”
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01 the state oF  
inFrastruCture in Wa

1.1 Context

The OECD defines infrastructure as  

“the system of public works in a 

country, state or region”. Infrastructure 

can be thought of as the long-lived 

structural assets that either:

•	 Facilitate the flow of goods, 

information and factors of 

production between buyers and 

sellers (economic infrastructure), or

•	 underpin the delivery of essential 

services such as health and 

education (social infrastructure).

The private sector is inherently limited 

in its ability to deliver infrastructure as 

infrastructure planning, prioritisation, 

funding and delivery presents 

complexities not found in traditional 

markets: high barriers to entry, lagged 

supply responses and significant 

externalities. Governments have a 

substantial role in the provision of 

infrastructure because, if left entirely 

to the private sector, provision would 

be inadequate.

The importance of public 

infrastructure investment for 

economic growth and output has 

long been studied by economists. It 

is taken as known that public capital 

investment in infrastructure can 

expand the productive capacity of 

a nation, state or region, both by 

increasing resources and by enhancing 

the productivity of existing resources. 

The World Bank estimates that for 

every 10% increase in the provision 

of infrastructure, output is increased 

by approximately 1% in the long 

term. Infrastructure is a fundamental 

circular enabler of growth1 as 

investment stimulates economic 

activity, increases productivity and 

competitiveness, where the revenue 

raised funds new infrastructure.

The remarkable economic growth story 

of Western Australia, averaging 4.8% 

per year over two decades, cannot be 

denied. The State has ridden a wave 

of investment led growth leveraged 

on the rising Asian demand for 

natural resources. However, Western 

Australia’s strong economic growth 

has masked the significantly weaker 

performance of other fundamental 

economic indicators, namely declining 

productivity growth.

Productivity growth in Western 

Australia has declined to the extent 

that capital investment and terms of 

trade are now the principle drivers 

of growth2. The economic prosperity 

derived from the resource sector has 

insulated the State from the impact 

of declining productivity growth. 

However, as the State transitions 

from resource sector construction 

to production, the impact of slowing 

productivity growth will become 

more prominent.

Infrastructure investment is a rare 

“win-win” that generally boosts overall 

economic productivity in the long-term 

and creates employment opportunities 

in the short term3. As the longevity 

of the resource boom is unknown, 

increasing productivity through 

infrastructure investment will be central 

to securing Western Australia’s future.
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Public Investment

Increased Capacity to
Fund New Investment

Increased 
Productivity

Increased Tax 
Base & Revenue

Economic, 
Population & 

Employment Growth

Figure 1 Cycle of Public Investment

Deloitte Access Economics reports 

that infrastructure affects economic 

growth positively via the three Ps 

of productivity, participation and 

population:

•	 Infrastructure directly impacts 

productivity through reduced travel 

costs, better communications and 

increased production capacity;

•	 Infrastructure affects participation 

by increasing access to employment 

opportunities for people who may 

not otherwise join the labour force; 

and

•	 Infrastructure affects population 

flows by improving quality of life and 

service provision, which encourage 

people to remain in a region and 

facilitate economic growth.
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1.2 Wa’s inFrastruCture stoCk

1.2.1 inFrastruCture report Card

The most comprehensive, and most 

recent, evaluation of Western Australia’s 

infrastructure stock was released 2010. The 

Engineers Australia report grades the current 

stock of Western Australian infrastructure 

based on the principle that infrastructure 

policy, regulation, planning, provision, 

operation and maintenance are optimal if 

the infrastructure meets the current and 

future needs of the economy with respect 

to sustainability, effectiveness, efficiency 

and equity. The 2010 report Card found 

that Western Australia’s infrastructure is in 

adequate-to-good condition.

The report made several recommendations 

to improve Western Australia’s infrastructure 

stock including the need for an overarching 

infrastructure plan, demand management 

and building a more effective relationship 

with Infrastructure Australia.

1.2.2 optiMal level oF inFrastruCture 
investMent

Engineers Australia further recommended 

that infrastructure expenditure needs to be 

increased in Western Australia to ensure 

that the stock of infrastructure is able to 

meet the current and future requirements of 

Infrastructure Type Western Australia 2010 Western Australia 2005

roads Overall C+ Not rate

National roads B- B-

State roads B- B-

Local roads C- C+

rail C+ C+

Ports B- B-

Airports C+ Not rated

Potable Water B- B-

Wastewater B B-

Stormwater C C+

Irrigation C+ C+

Electricity B- B-

Gas C+ B+

Telecommunications C- Not rated

Figure 2 Engineers Australia – WA Infrastructure Report Card 2010
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the economy. Despite significant research 

into the relationship between the level 

of public infrastructure investment and 

higher economic output, it is still not well 

understood what constitutes an optimal 

level of public infrastructure investment to 

support economic growth.

The McKinsey Global Institute suggested 

that the benchmarking of expenditure 

on infrastructure as a proportion of 

total Gross Domestic Product (GDP) can 

be used to identify ‘normal’ levels of 

infrastructure investment. McKinsey Global 

Institute identified that a typical level of 

infrastructure investment per annum should 

be approximately 3.8% of GDP.

Figure 3 demonstrates the level of 

expenditure on infrastructurei as a 

proportion of Gross State Product (GSP) in 

Western Australia since 1989-90, and shows 

that prior to 2005-06 expenditure was 

consistently below this 3.8% benchmark. 

Since 2005-06 the level of expenditure has increased, but this has primarily 

been through private expenditure while public expenditure on infrastructure 

has generally been lower in the 2000s than in the 1990s.
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Figure 3 Expenditure on Infrastructure as a Proportion of GSP (Public and Private)

i For the purposes of this assessment, expenditure 
on the following types of infrastructure defined by 
the Australian Bureau of Statistics (ABS, 2014a) have 
been included: “roads, highways and subdivisions”; 
“Bridges, railways and harbours”; “Electricity 
generation, transmissions etc. and pipelines”; “Water 
storage and supply, sewerage and drainage”; and 
“Telecommunications”. This is consistent with the 
infrastructure types used by McKinsey (2013a).
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Public expenditure on infrastructure in 

Western Australia averaged approximately 

1.5% of Gross State Product (GSP) between 

2008-09 and 2012-13. Comparisons with 

other states and territories highlight that this 

was less than half the proportion of public 

expenditure on infrastructure in Queensland 

(3.1%), and 1 percentage point less than 

the proportion of public expenditure on 

infrastructure in the states of New South 

Wales, South Australia and Tasmania.

Western Australian expenditure recorded a slightly higher proportion of public 

expenditure on infrastructure than victoria – a state in which the inadequacy 

of infrastructure provision and insufficient funding commitments are well-

documented and reported by bodies such as Engineers Australia in 2010 and 

the Committee for Melbourne in 2013. Western Australia also recorded a 

slightly higher proportion of public expenditure on infrastructure than the 

Northern Territory and Australian Capital Territory.

FindinG one

Public investment on infrastructure 

in Western Australia averaged 

approximately 1.5% of GSP, which is 

below international infrastructure 

investment norm of 3.8% of GDP.

ii Note: Percentages outlined are estimated based on the sum of value of work done in each 
financial year for the public sector divided by total GSP for the financial year. Categories 
included in value of work done include of “roads, highways and subdivisions”; “Bridges, railways 
and harbours”; “Electricity generation, transmissions etc. and pipelines”; “Water storage and 
supply, sewerage and drainage”; and “Telecommunications”. Source: ABS (2014a), ABS (2013a).

Year WA NSW VIC QLD SA TAS NT ACT

2008-09 1.7% 2.3% 1.0% 3.5% 2.1% 2.3% 1.0% 0.5%

2009-10 2.1% 2.3% 1.0% 3.3% 2.9% 2.7% 1.3% 0.7%

2010-11 1.4% 2.4% 1.3% 3.1% 2.2% 2.5% 1.5% 1.6%

2011-12 1.3% 2.6% 1.3% 2.9% 2.6% 2.8% 1.3% 1.4%

2012-13 1.2% 2.5% 1.3% 2.7% 2.8% 3.4% 0.7% 1.0%

Five year Average 1.5% 2.5% 1.2% 3.1% 2.5% 2.7% 1.1% 1.1%

Figure 4 Comparison of Public Expenditure as a Proportion of GSPii
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Western Australia disproportionately relies on private investment to fund a 

majority of infrastructure. Nearly three quarters of infrastructure expenditure 

was funded through the private sector in the past five years. The proportion 

of Western Australian public investment in infrastructure is therefore 

significantly below the proportion of public investment for each of the other 

states and territories.

1.3 does Western australia 
have an adequate stoCk oF 
inFrastruCture?

McKinsey Global identified that the value 

of infrastructure stock in most economies 

is around 70% of GDP. The approach 

used by McKinsey examined the value of 

infrastructure expenditure in real terms 

each year over 40 yearsiv and assumed a 

depreciation rate of 2.5% per annum.

FindinG tWo

Western Australia heavily relies on 

private sector expenditure to support 

economic growth and activity. Nearly 

three quarters of infrastructure in 

Western Australia was developed 

by the private sector in the past 

five years, with public investment 

contributing just over one quarter of 

total investment in infrastructure.

iii Percentages outlined are estimated based on the sum of value of work done in each financial 
year for the public sector divided by total GSP for the financial year. Categories included in value 
of work done include of “roads, highways and subdivisions”; “Bridges, railways and harbours”; 
“Electricity generation, transmissions etc. and pipelines”; “Water storage and supply, sewerage 
and drainage”; and “Telecommunications”. Source: ABS (2014a), ABS (2013a).

iv Where data was not available, it was back-cast by applying ratios of infrastructure expenditure  
to GDP

v The producer price index for Western Australia was 
only available between 1998-99 and 2012-13. The 
index was back-cast to 1973-74 based on annual 
changes in building price indexes for Perth outlined 
by rawlinsons (2014).

Year WA NSW VIC QLD SA TAS NT ACT

2008-09 36.2% 70.3% 40.0% 63.6% 57.7% 61.9% 37.1% 42.6%

2009-10 42.9% 76.9% 37.1% 67.3% 63.3% 76.1% 59.3% 52.1%

2010-11 29.9% 74.7% 42.1% 63.3% 55.9% 76.3% 67.6% 67.6%

2011-12 22.2% 75.2% 43.7% 59.8% 63.9% 79.4% 45.4% 60.4%

2012-13 18.2% 69.3% 46.9% 53.9% 62.1% 82.6% 40.8% 50.8%

Five year Average 27.7% 73.1% 42.3% 61.4% 60.8% 75.6% 49.5% 56.9%

Figure 5 Comparison of Public Expenditure on Infrastructure as a  
Proportion of Total Infrastructure Expenditureiii
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The Property Council employed a 

similar approach to examine the value 

of infrastructure stock in Western 

Australia. Expenditure on infrastructure 

data was available between 1986-87 

and 2012-13, and was converted to 

2012-13 dollar terms using the Producer 

Price Index for roads and bridges.v 

real expenditure on infrastructure 

was then back-cast to 1973-74 using a 

linear trend. A depreciation rate of 2.5% 

per annum was applied to develop an 

estimate of the value of infrastructure 

stock in 2012-13 prices.

The above approach suggests the stock 

of infrastructure in Western Australia 

had a value of approximately $110.6 

billion in 2012-13. This represented 

45.6% of the Western Australian GSP 

for the year of $242.7 billion, well 

below the 70% benchmark outlined 

by McKinsey Global. This is suggested 

considerable under-investment in 

infrastructure in Western Australia over 

the past 40 years, with an estimated 

shortfall in infrastructure in 2012-13 of 

$59.2 billion.

FindinG three

There has been a considerable 

underinvestment in Western 

Australian infrastructure over 

the past 40 years, with the value 

of WA’s current infrastructure 

stock more than $59.2 billion 

below the accepted global 

average.

FindinG Four

For Western Australia to 

meet global benchmarks for 

infrastructure stock relative to 

GDP by 2040, approximately 

$22.1 billion in infrastructure 

expenditure per annum will be 

required.

Projections of GSP by Deloitte Access 

Economics suggest that the Western 

Australian economy may grow to 

approximately $562.9 billion by 

2039-40 in 2012-13 dollar terms. In 

order to meet the McKinsey Global 

benchmark value of infrastructure 

stock at 70% of GSP in 2039-40, it 

is estimated an additional $575.0 

billion in infrastructure expenditure 

will be required between 2013-14 

and 2039-40 (inclusive of the current 

shortfall of $59.2 billion). This equates 

to approximately $22.1 billion in 

infrastructure expenditure per annum 

(in 2012-13 dollar terms) over the 

period, an average expenditure figure 

that is approximately $6.1 billion 

higher than the record high of $16.0 

billion spent on infrastructure in 

2012-13. This is despite considerable 

private sector infrastructure 

investment across the state.
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2.1 inFrastruCture provision  
vs. inFrastruCture FinanCe

Current trends in infrastructure research 
focus on how to fund and financevi 
infrastructure investment, particularly 
through an increased participation and 
contribution from the private sector.

The Western Australian Government’s 
Asset Investment Program in the 2013/14 
State Budget committed $7.5 billion to 
infrastructure investment. By the 2013 
December Mid-year review, however, 
key infrastructure projects had been 
deferred: including the notable MAx Light 
rail transport investment. The loss of the 
State’s prized AAA credit rating, a result of 
ballooning expenditure, volatile revenue, 
mounting debt, and a perceived poor policy 
response, signalled the end to the State’s 
boom time spending.

The significant lag between infrastructure 
investment and economic returns often 
results in underinvestment by governments 
in times of fiscal constraints.4 Credit rating 
agencies negatively review debt raised to 

02  Why is this researCh needed?

fund recurrent expenditure, however, its use 
to fund long-term infrastructure investment; 
to improve productivity, generate 
employment and other economic and 
social outcomes, is considered much more 
favourably by credit rating agencies.5

regardless, Western Australia’s now limited 
capacity to invest in infrastructure is not 
unique. Governments around the world, 
as well as other Australian states and 
territories, are faced with conundrum of 
funding and financing public infrastructure, 
while responsibly managing mounting public 
sector debt.

The policy response of choice, in Australia 
and overseas, is to attract to attract 
private sector infrastructure investment. 
As result a flurry of research has been 
commissioned; by the public sector, policy 
institutions and advocacy groups, to 
develop innovative funding and financing 
models that will encourage private sector 
investment into infrastructure.

the Call for a project pipeline

Private investment into infrastructure 
projects, particularly from institutional 
investors, is projected to increase in the 
future. McKinsey Global estimates that 
if institutional investors reach their new 

“Banks around the 

world are keen to 

invest in Australian 

infrastructure… the 

problem is government. 

It has to be because 

they [infrastructure 

projects] are 

government projects. 

It is not as if there is 

a massive pipeline of 

fundable projects that 

banks are refusing to 

do; the problem is the 

absence of a prioritised 

and fundable pipeline.”

nick Greiner aC Chairman 

infrastructure nsW 2012

vi Funding typically refers to how infrastructure is paid 
for and financing refers to the way in which debt and/
or equity is raised for the delivery and operation of 
infrastructure projects.
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target allocations of around 6%, rather than 
the current 3%, an additional $2.5 trillion 
infrastructure investment capital would be 
available through to 2030.

Although public infrastructure investment is 
considered attractive, institutional investors 
have expressed frustration at the lack of 
suitable projects to reach their infrastructure 
target allocations.6 Therefore the challenge 
to increase private sector investment in 
infrastructure is not the lack of interest or 
capacity to invest, rather the lack of investible 
and/or credible infrastructure projects.7

This challenge can be met by establishing a 
consistent flow of investment opportunities 
that deliver a current portfolio infrastructure 
projects ready for investment as well as 
a pipeline of future prioritised projects. 
Establishing a consistent portfolio of 
current and future investment opportunities 
would better enable the private sector to 
adequately assess the risk return and the 
attractiveness of investment and ultimately 
increase the likelihood of private investment 
in infrastructure.8

Funding constraints are the reality of 
today’s world and a governance structure 
that establishes a strong infrastructure 
provisioning framework is required to 

increase the likelihood of attracting private 
sector infrastructure investment.

better value for Money

Governments around the world have 
recognised that the best way to establish 
a consistent portfolio of current and 
future investment opportunities is based 
on governance structure that establishes 
a strong infrastructure provisioning 
framework.9 However, increased 
infrastructure investment does not directly 
translate into increased economic growth or 
productivity. More infrastructure investment 
does not directly correlate with better 
infrastructure outcomes.

Infrastructure investments, regardless of the 
funding source, will only drive economic and 
productivity growth when the investment is 
aligned with needs. McKinsey Global argues 
that re-prioritising projects and picking more 
cost-effective alternatives have potential 
savings of 15-20% of capital expenditure.

The most common governance structure 
is to task an independent, coordinated 
infrastructure body with determining the 
infrastructure deficit, prioritising public 
investment opportunities and determining 
future infrastructure investment pipeline. 
The infrastructure body is removed 
from the influence of politicians and 

“Australians have 

become addicted to 

the political theatre 

that surrounds 

[infrastructure]. By 

contrast, successful 

jurisdictions overseas 

have placed 

infrastructure into a 

condition of mundane, 

plodding progress.”

Chris hale – lecture, dept. of 

infrastructure at university of 

Melbourne
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infrastructure recommendations are 
‘technocratically’ determined by skilled 
experts, based on stringent processes 
and technical evaluation.

Additionally, infrastructure investment 
delivers greater gains when projects 
are evaluated as part of an overall 
infrastructure network and deliver 
network wide solutions rather than 
addressing local ‘symptoms’. Without 
the necessary governance structure 
to establish a strong infrastructure 
provisioning framework, costs are 
routinely underestimated, benefits 
are overestimated and resources are 
allocated to deliver political agendas. 
This is too often the reality  
of infrastructure provision in  
Western Australia.

provisioning vs. Financing in the 
Western australian Context

The WA Economic regulatory Authority, 
citing the Office of the Auditor General, 
found that the expected cost of twenty 
projects it reviewed was more than $3 
billion (114%) over the original approved 
budget estimates.10 In the draft Public 
Infrastructure report, the Productivity 
Commission further concluded that 
insufficient long-term planning and 

coordination for public infrastructure, 
sub-optimal project governance and 
governments’ bias towards large, 
politically salient projects contributed 
to poor outcomes for the community. 
The Productivity Commission found that 
this was a result of poor institutional and 
governance arrangements.11

Attracting more private investment 
into Western Australian infrastructure 
would not necessarily guarantee 
better outcomes given that the 
current governance structure does 
not establish strong infrastructure 
provisioning processes. As a result the 
size of the infrastructure spend will 
become less relevant and the focus 
will shift to how the infrastructure 
spend is allocated.12 McKinsey Global 
argues that governance structures that 
establish best practice infrastructure 

provisioning frameworks could lead 
to a 60% infrastructure productivity 
improvement, or could deliver $48 
trillion of infrastructure for only $30 
trillion of investment.

Funding and financing may be the 
linchpin of the current infrastructure 
debate, but this discussion 
overshadows the more compelling 
imperative – to improve planning, 
prioritisation and delivery of 
infrastructure to maximise the return of 
infrastructure investments.13 A strong 
infrastructure provisioning framework; 
underpinned by strong planning, 
coordination and delivery, will boost 
infrastructure investment productivity 
and maximise the value returned from 
each dollar invested.14
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Implementing the necessary governance 
structure to establish strong infrastructure 
provisioning frameworks may not attract as 
much interest from the public, politicians or 
private sector, yet it is more relevant to the 
current Western Australian infrastructure 
narrative than financing.

2.2 Current inFrastruCture 
provisioninG FraMeWork

Infrastructure planning and investment in 
Western Australia is driven and delivered 
through the State Budget process. 
Individual government agencies submit 
annual strategic asset plans under the 
Strategic Asset Management Framework 
(SAMF). The Government then allocates 
funding according to its priorities through 
the Economic and Expenditure review 
Committee. under the SAMF, agencies are 
required to submit a Strategic Asset Plan 
(SAP) and a Capital Investment Plan (CIP) to 
identify top strategic infrastructure priorities 
to deliver services using government 
infrastructure for the subsequent ten years. 
The SAP and CIP are a component of the 
individual agency’s corporate plan and is not 
an overarching cross-agency strategic plan 
for infrastructure investment.

Cabinet proposals 
for the Budget

Economic 
Expenditure 

Review Committee

Individual Agency 
Specific Strategic 

Asset Management 
Framework

Strategic Asset Plan

Capital 
Investment Plan

Strategic Asset Plan

Capital 
Investment Plan

Individual Agency 
Specific Strategic 

Asset Management 
Framework

Strategic 
Projects

In 2009, the Economic Audit Committee was tasked with examining the current 

structure of government agencies to determine whether current processes 

support the efficient and effective delivery of government services. The 

Committee found that although the preparation of a SAP and CIP under the 

SAMF is consistent with best practice, the quality of these documents with 

respect to their scope and content varied widely between agencies.

Figure 6 Basic Overview of the Western Australian Infrastructure Planning and Investment
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Overall, the Committee concluded that 

there was insufficient strategic planning 

to guide infrastructure provision and that 

infrastructure planning and delivery is 

often based on insufficient business case 

rigour that fails to meet time and budget 

constraints. The Committee stated that 

the capacity to deliver infrastructure 

lacked efficiency and effectiveness, as 

infrastructure planning is done in isolation. 

This results in an inability to account 

for the flow-on consequences of major 

infrastructure projects. The Committee 

also criticised the very limited long-term 

prioritisation of public infrastructure 

planning and recommended the early 

identification of infrastructure constraints, 

coordinated inter-agency delivery of 

infrastructure, an infrastructure delivery 

program tailored to the State’s finances, an 

increased integration of infrastructure and 

land use planning, and the communication of 

an infrastructure investment pipeline to the 

private sector.

More recently, in July 2014, the Economic 

regulatory Authority (ErA) investigated 

the microeconomic reform opportunities 

available to increase economic growth 

and productivity. Given that the delivery of 

infrastructure is fundamental for maintaining 

productivity the ErA reviewed public 

provision and identified key priority areas of 

reform. The ErA’s priority areas for reform 

are not dissimilar to those made five years 

earlier by the Audit Committee.

The ErA noted, however, that the 

current SAMF infrastructure provisioning 

framework was sound and that, instead, 

it is the implementation of SAMF 

that undermines Western Australia’s 

infrastructure provision framework.

The ErA made several recommendations 

to improve the infrastructure provisioning 

process including project evaluation 

processes, evaluation of election promises 

and publishing the outcomes of major 

projects.

The potential for poorly 

prepared or non-

existent business cases 

to result in inefficient 

and ineffective service 

delivery outcomes is 

considerable. Scope, 

cost and time blowouts 

in the delivery of 

infrastructure are 

practically inevitable.

economic audit Committee, 

2009
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2.3 the inFrastruCture 
CoordinatinG CoMMittee

In the 2009 review, the Economic 

Audit Committee concluded that there 

needed to be a drive to re-establish 

coordinated and coherent infrastructure 

delivery across the State. This required 

the synthesis of long-term strategic 

infrastructure delivery planning with 

long-term strategic land-use planning 

by the Western Australian Planning 

Commission (WAPC). The WAPC 

released a draft State Planning Strategy 

(SPS) as an overarching strategic 

document to be used by Government 

to plan for and coordinate regional 

and urban infrastructure, improve 

efficiency of investment and facilitate 

project delivery. The Economic Audit 

Committee also concluded that Western 

Australia required an infrastructure 

provisioning framework that was 

headed by a high-level body with the 

capacity to facilitate coordinated 

infrastructure planning.

FindinG Five

Since 2009, the Western 

Australian Government has 

recognised that the current 

infrastructure provisioning 

framework does not support 

strong cross-portfolio planning, 

prioritisation or delivery of 

infrastructure and, instead, 

lead to sub-optimal outcomes 

and poor value for money 

infrastructure.

The Infrastructure Coordinating 

Committee (ICC) is a statutory body 

created by the WAPC under the Planning 

and Development Act 2005 and is 

the Western Australian Government’s 

primary advisory body in planning for 

the provision of infrastructure to support 

land development. The Economic 

Audit Committee concluded that the 

ICC should have the responsibility 

to ensure coordinated infrastructure 

planning, oversee the development of 

a state-wide and whole of government 

infrastructure investment plan as well as 

instruct infrastructure prioritisation over 

the next 10 to 20 years. However, the 

Economic Audit Committee determined 

that the ICC had proved ineffective, as it 

had taken a relatively ‘low-level role’ as 

an advisor to the WAPC.
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More recently, the Department of 

Planning and the WAPC have begun 

to investigate the opportunities to 

strengthen the effectiveness of the 

ICC. This was done most notably in 

the August 2014 reform program 

Planning Makes It Happen: Phase Two 

Blueprint for Planning Reform. This 

reform agenda proposed to review 

the role and function of the ICC as 

well as develop a more strategic focus 

to allow it to respond to emerging 

infrastructure issues.

The Property Council interviewed 

director generals responsible 

for planning policy and delivery 

around infrastructure planning and 

provisioning in Western Australia. The 

interviews allowed participants to 

confidentially raise issues relevant to 

the ICC and infrastructure provisioning 

in the State. Several key themes arose 

that prevent the ICC from effectively 

coordinating infrastructure provision in 

the State:

2.3.1 the Culture oF 
inFrastruCture planninG

The interviewees concluded that 
the ICC has a strong role to play 
in coordinating infrastructure 
provisioning as it is essential to have 
a body of agency director generals 
to bring forward infrastructure 
delivery plans for coordination with 
other agencies. However, there is no 
incentive for agencies to bring forward 
plans as its members do not view the 
ICC as deliberative body.

A cultural shift is required for agency 
members to initiate ICC engagement 
at the embryonic infrastructure 
planning stage, rather than presenting 
penultimate plans to the ICC for noting. 
The effectiveness of the ICC relies on 
member input at the early infrastructure 
planning stages, yet this opportunity is not 
exploited due to the lack of engagement 
by some members. The ICC members 
do not use the Committee as a planning 
input organisation where concepts and 
strategic plans are openly discussed 
and lead to improved infrastructure 
provisioning outcomes. As a result, 
operational issues dominate the agenda, 
rather than broad strategic issues.

FindinG six

The Infrastructure Coordinating 

Committee has the potential 

to provide an infrastructure 

provisioning framework. 

However, the organisational 

culture limits the Committee’s 

effectiveness.
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2.3.2 the struCture and 
operation oF the iCC

The interviewees attributed the 

ICC’s lack of effectiveness to the 

Committee’s organisational design. The 

general consensus indicated that the 

ICC was too large and cumbersome. 

Consequently, the agenda becomes 

too large and fails to address strategic 

issues. The interviewees were also 

concerned that the use of lower-level 

proxies, in place of nominated director 

generals, was too numerous and 

undermined attempts to coordinate 

infrastructure portfolios across 

agencies. The excessive use of proxies 

was attributed to the perceived lack of 

relevance of the ICC to an individual 

agency’s infrastructure plans.

FindinG seven

The structure and day-to-

day operation of the ICC has 

distracted the Committee 

away from strategic issues and 

consequently resulted in a lack 

of engagement from members 

due to a perceived lack of 

relevance.

2.3.3 the status oF the iCC

The ICC is a statutory body created 

under the WAPC that raises significant 

issues around member responsibility, 

accountability and the incentive 

framework. The interviewees 

highlighted the fact that the delegated 

responsibilities from the WAPC 

were unclear, which impeded the 

Committee’s effectiveness. The lack 

of a decision-making capacity, other 

than to make recommendations to the 

WAPC, reinforces the notion that the 

Committee is a toothless body, with no 

consequences for agencies that choose 

not to submit infrastructure plans.

The lack of clarity around delegated 

responsibilities under the WAPC calls 

into question member incentives 

and loyalty issues. The ICC makes 

recommendations to the WAPC, which 

reports to the Minister for Planning. 

However, individual members report 

to their own respective ministers 
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who present their portfolio-specific 

infrastructure funding needs to 

the Economic Expenditure review 

Committee. ultimately, the ICC 

operates under an incentive structure 

focused individual agencies’ own 

infrastructure priorities. This process 

results in a funding prioritisation 

disconnect between the Economic 

Expenditure review Committee, 

the ICC and the individual agencies, 

as well as, the State’s overall 

infrastructure priorities.

Accordingly, members of the 

Committee felt that the status and the 

power of the Committee to prioritise 

infrastructure funding should be 

reviewed, in order to increase the 

effectiveness and accountability of 

the Committee.

The members of the ICC agree that 

the ICC provides a forum for director 

generals through which a whole-of-

FindinG eiGht

The lack of status and 

accountability attached to the 

ICC limits its effectiveness as a 

body that plans and prioritises 

infrastructure delivery for 

the State. The process to 

fund infrastructure further 

discourages infrastructure 

coordination and prioritisation.

government state-wide infrastructure 

provision can be agreed. However, it is 

also acknowledged that the Committee 

has not been effectively used to 

establish a strong infrastructure 

framework to support Western 

Australia’s growth. Significant changes 

to the ICC’s governance structure, 

organisational culture and operation 

as well as status, would be required 

before the Committee is adequately 

structured to provide Western 

Australia with a strong infrastructure 

provisioning framework.
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03 the Cost oF poor 
inFrastruCture provisioninG 
to the property seCtor

Western Australia’s current governance 

structure fails to deliver a strong 

infrastructure provisioning framework. 

As the government takes steps to further 

increase private sector infrastructure 

investment it is necessary to improve the 

infrastructure provisioning framework; 

planning, prioritisation and delivery of 

infrastructure, to not only attract investment, 

but to provide certainty to the Western 

Australian property industry.

The Western Australian property industry is 

consistently challenged by the state of the 

infrastructure provisioning framework. When 

this is, however, brought to the attention of 

Western Australia’s political leaders, the 

costs of poor infrastructure provisioning and 

the limitations of the current framework are 

consistently disregarded, if not denied.

The primary purpose of this research 

was to document the direct and indirect 

costs of poor infrastructure provisioning 

to demonstrate that there is a significant 

gap between Western Australia’s current 

infrastructure provisioning framework and 

what it needs to be.

The Property Council confidentially 

interviewed key property developers 

in the residential, commercial, retail 

and retirement living sectors, as well 

as industry consultants. Overall, the 

case studies consistently revealed that 

the current infrastructure provisioning 

framework adds direct and indirect 

costs to property development projects 

and ultimately constrains the property 

development pipeline.

3.1 an environMent oF 
unCertainty

The primary symptom of the poor 

infrastructure provisioning framework is 

uncertainty. uncertainty lies at the root of 

any property development project as the 

industry is essentially concerned with the 

manufacture of product in anticipation 

of unknown future demand.15 Within any 

business, uncertainty impacts strategic 

decisions determining capital outlays, 

employment and production and as a result 

influences market outcomes.16 Property 

development is a dynamic industry and a 

time consuming business where a majority of 

“The only way 

to coordinate 

infrastructure provision 

[to a project] is to 

escalate the problem 

politically, which 

is a symptom of an 

inefficient governance 

framework.”

residential developer  

Case study

24 MIND THE GAP 
PROPERTY COUNCIL OF AUSTRALIA



projects take years to complete.17 Given the 

inevitable time lag between project initiation 

and completion, property development is 

particularly vulnerable to uncertainty.

A poor infrastructure provisioning 

frameworks creates an environment of 

uncertainty. It is this uncertainty that 

negatively impacts the Western Australian 

property sector. Anecdotal evidence 

suggests that when faced with uncertainty, 

businesses often reduce capital investment, 

with negative implications for economic 

growth. Furthermore, cash flow volatility 

as a result of uncertainty is associated with 

lower average levels of investment.18

A high level of uncertainty leads businesses 

to be overly cautious when making 

investment decisions.19 This uncertainty 

establishes a ‘wait-and-see’ real options 

mechanism. If a project is not fully reversible, 

uncertainty will increase the likelihood that 

a business will delay investment until more 

information is available.

The Western Australian property industry 

operates in highly competitive markets 

and therefore delayed investment would 

likely result in a loss of market share to a 

competitor. A property developer has to 

determine whether the additional costs due 

to uncertain infrastructure provision are 

less than the costs of losing market share to 

a competitor. All case studies interviewed 

concluded that, in the Western Australian 

property development context, the loss of 

market share is bore a greater cost than the 

cost of uncertainty. As such, the value of the 

option to wait until more certainty is present 

is lower and the developer cannot afford 

to postpone the development until more 

certainty of infrastructure provision is present.

Subsequently the decision to proceed in the 

face of uncertain infrastructure provision is 

now considered, to some extent, ‘business-as-

usual’ and direct and indirect cost of uncertain 

infrastructure provision are factored into the 

investment return calculation. 
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Property developers, however, have to still 

absorb the costs of poor infrastructure 

provision including increased opportunity 

cost of a property development, increased 

project holding costs and increased property 

development project risk.

These costs impact affordability, reduce 

competition within the industry, slow 

the property development pipeline and 

ultimately lead to a poor-built environment 

that does not meet the needs of the Western 

Australian community.

Uncertain
Infrastucture

Symptom Cost Consequence Outcome

Increased
Opportunity

Cost

Increased
Holding

Costs

Increased 
Project 

Risk

Changes to the 
Highest and 

Best Use

Inefficient 
Resource 
Allocation

Less Attractive 
Investment 
Proposals

Poor Built 
Environment

Slowed Rate 
of Property 

Development

Decreased 
Competition

Figure 7 Costs of Poor Infrastructure Provision Framework

FindinG nine

A poor infrastructure provisioning 

framework increases uncertainty. 

uncertainty adds both direct 

and indirect costs to property 

development and ultimately 

influences the developer’s decision to 

proceed with investment.
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3.2 opportunity Costs

A poor infrastructure provisioning framework 

increases uncertainty and as a result 

increases the opportunity cost of a property 

development project.

Opportunity cost is determined by the value 

of the best forgone alternative. The Property 

Council case studies consistently observed 

that the poor infrastructure provision 

framework increased the opportunity cost of 

development. An increase in opportunity cost 

has two main implications for the Western 

Australian property development industry:

•	 In the short term, increased opportunity 

cost means that property development 

resources such as land, labour and 

capital are being employed inefficiently, 

which has implications for productivity.

•	 In the long term, increased opportunity 

cost changes the highest and best use for 

the land parcel, which results in a built 

environment that does not deliver to the 

needs of the community.

The influence of poor infrastructure 

provisioning on the built environment is the 

most visible and long lasting cost.

Uncertain
Infrastucture

Provision

Increased
Opportunity

Cost

Changes to the 
Highest and 

Best Use

Poor Built 
Environment

The highest and best use (HBu) for land 

is the reasonably probable use of vacant 

land or improved property. The HBu takes 

into account the location of land, as well 

as the physical, legal, infrastructure and 

market parameters to determine the optimal 

allocation of resources to maximise profit 

from the land.20 As such, the opportunity cost 

of the land use is determined by the HBu. 

The concept of HBu is a process rather than 

a formalised model; however, it is identified 

as the key concept supporting property 

development decisions.

The HBu can be classified into micro or 

macro levels based on the perspective of 

the decision maker involved in determining 

the land use. The micro-HBu perspective is 

concerned with maximising the profit of the 

individual property developer. Alternatively, 

the macro-HBu perspective is concerned 

with maximising community outcomes within 

the context of the urban system.
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The Property Council case studies 

emphasised that the provision of 

infrastructure plays a significant role 

in determining the HBu calculation 

for land. Ideally, the infrastructure 

provisioning framework would ensure 

that the micro-HBu calculation and 

the macro-HBu calculation would be 

aligned. Misalignment between the 

micro-HBu and macro-HBu calculation 

would increase the opportunity of 

cost of the property development and 

deliver a built environment that does 

not support the community over the 

long term. For example, low density 

residential property developments in 

prime transport corridors.

The Government outlines the provision 

of infrastructure through the budget 

process, the private sector leverages 

the government’s commitment 

to infrastructure provision and 

incorporates relevant infrastructure 

into the HBu calculation. The 

case studies stated that increased 

opportunity cost, misaligned HBu 

calculations and the implications for 

the built environment are particularly 

evident when the provision big-

ticket, politically motivated strategic 

infrastructure is delayed or cancelled.

The most recent example of deferred 

infrastructure provision influencing 

the built environment is the deferment 

of the MAx Light rail Project. The 

Government committed to the 

provision of light rail infrastructure 

in the 2013/14 State Budget and 

accordingly the private sector geared 

up to leverage the public transport 

infrastructure through land purchase 

and feasibility studies. However, the 

deferred provision increased the 

provision timeframe beyond that which 

can be considered in the micro – HBu 

calculation. As a result, the micro-HBu 

of the land changed and delivered a 

built environment that may be unable 

to support the population density 

necessary to underpin the provision of 

public transport infrastructure.

implications

Case studies suggested that a whole-

of-government infrastructure provision 

plan is needed to better understand 

the government’s vision for the built 

environment. uncertainty, as a result 

FindinG ten

uncertain infrastructure 

provision increases the 

opportunity cost of a property 

development as resources are 

employed inefficiently and, 

in the long term, delivers a 

built environment that does 

not deliver to the needs of the 

community.
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Case study exaMple:

A residential case study purchased land within close proximity to leverage the proposed and funded MAx Light rail 

project. All things being equal, the HBu for this land would be to develop a medium to high density multi-unit residential 

building. A residential development of this nature would increase the population density and therefore support the 

economic viability of the light rail investment. This property development would not only maximise the profit objectives 

of the developer but it would also maximise the community welfare objectives for the overall urban system as it would 

deliver a built environment that meet the needs of the community.

The MAx Light rail Project has been deferred. The residential developer recognises that, although the light rail could be 

delivered in the future, the HBu calculation to determine the optimal development can no longer factor in the light rail 

infrastructure to maximise profit.

As such, the HBu determined that a low to medium density would maximise the developer’s profit all things being equal. 

This decision was made from the perspective of the property developer; however, it would have implications for the overall 

community. The lower density residential development would fail to provide the population needed to underpin the light 

rail investment.

of an absent long-term whole-of-

government infrastructure plan, 

has a low direct cost for property 

developers unless committed provision 

infrastructure is not delivered. 

However, when the infrastructure 

provision is considered certain and 

then deferred, this increases the 

opportunity cost of the developer’s 

capital and labour resources and can 

also change the highest-best use for 

land. The case studies recognised 

that current strategic plansvii are 

astute, however, they are limited in 

their ability to guarantee that the 

provision of identified infrastructure 

or any delivery timeframes. As such 

the strategic plans provide limited 

certainty to the private sector when 

determining the HBu for land.

vii Such as the State Planning Strategy, Directions 
2031 and Beyond, Public Transport for Perth in 
2031 and regional Investment Blueprints

03 THE COST OF POOr INFrASTruCTurE PrOvISIONING TO THE PrOPErTy SECTOr 29



3.3 holdinG Costs

A poor infrastructure provisioning framework 

increases uncertainty and as a result 

increases the holding costs of a property 

development project. Holding costs are the 

costs incurred in holding the development 

from the date that it is acquired until the 

completion or disposal of the completed 

development. Holding costs were identified 

as the most significant cost of uncertain 

infrastructure provision.

Holding costs increase when uncertain 

infrastructure provision impacts the property 

development’s critical path. The critical path 

is the sequence of activities that add up to 

the longest overall project duration that is, 

it is the shortest time possible to complete 

the project. Any delay on the critical path 

directly impacts the planned project 

completion date and therefore adds holding 

costs to the project.

The figure above illustrates the shortest 

possible timeframe to complete the required 

property development activities is T=1. 

Any delays that prevent activities from 

commencing at the scheduled interval will 

add time, and therefore holding costs, to 

the property development project. Property 

developers attempt to mitigate increases 

Uncertain
Infrastucture

Provision

Increased
Holding

Costs

Inefficient 
Resource 
Allocation

Slowed Rate 
of Property 

Development

Time=0

Activity 1

Activity 2

Activity 3

Activity 4

Project Progression

Time=1

Figure 8 A Property Development Project’s Critical Path

to holding costs by allocating buffer time 

to development projects and introduce 

infrastructure substitutes to minimise the 

impact of uncertain infrastructure provision.

Property development projects require 

basic economic infrastructure to either 

connect the development to the existing 

infrastructure network or to enhance the 
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capacity of the existing network to 

accommodate additional demand. 

Major headwork infrastructure such as 

major roads and energy infrastructure 

may also be required to support some 

property developments. The supply 

of basic is usually the responsibility of 

various government agencies, local 

government or government business 

enterprises.21 uncertain infrastructure 

provision increases holding costs as 

a result of protracted negotiations to 

determine the value of the developer 

contributions, as well as, the delayed 

delivery of infrastructure to the 

property development project.

The first threat to the project’s 

critical path is negotiating the 

value of headwork charges and 

developer contributions. Charges and 

contributions are designed to recover 

the cost of government infrastructure 

provision from the developer for 

new property developments. The 

Western Australian Government 

outlines admirable principles as policy 

guidance to inform these contributions, 

such as transparency, equity, certainty 

and accountability guide the 

application of developer contribution.22

These principles, however, are 

considered by the cases studies as 

vastly absent in the actual negotiation 

of the charges and contributions. The 

validity of charges and contributions 

to fund infrastructure was beyond 

the scope of this report. However, 

the case studies consistently noted 

the uncertainty and indirect holding 

costs that result from protracted 

negotiations tend to be more 

frustrating than the actual direct cost 

of the developer contribution.

Case studies gave several examples 

where negotiations with the 

respective agencies were protracted, 

time consuming and inconsistent. 

Periods of negotiation can last from 

months to years and, in contrary 

to the policy principles, with 

little clarity as to how the final 

contribution value is determined.

Case study exaMple:

A retail property developer planned to develop phase two of a shopping centre development. This development was due 

to be opened in late – 2012.

However, protracted negotiations regarding the funding of road infrastructure delayed the retail centre’s opening to late – 

2014. The negotiations only ended after a lengthy and costly tribunal process.

This two year delay added significant direct and indirect holding costs to the projects. Direct holding costs including hiring 

lawyers and consultants to engage in the negotiations as well as employee time and resources. The indirect cost of the late 

opening was considered unmeasurable by the developer.
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As a result of these protracted 

negotiations, the final value of 

the developer contribution differs 

significantly between projects, even 

for infrastructure of a similar nature. 

In some cases, the value of the 

contribution maybe well in excess of 

the cost of infrastructure it is supposed 

to fund. This makes project feasibility 

particular difficult to ascertain and, 

subsequently, encourages developers 

to be more cautious.

Holding costs are particularly evident 

in the negotiation of ‘backbone’ 

headwork infrastructure to unlock 

greenfield development sites. 

‘Backbone’ headwork infrastructure, 

such as the provision of a new main 

water pipe or gas pipeline, is necessary 

to open up new tracts of land for 

development. Case studies argued that 

negotiations were especially uncertain 

for ‘backbone’ infrastructure as the first 

property developer to the area would 

have to negotiate the contribution and 

the increased holding costs.

The ‘backbone’ developer contribution 

usually resulted in the developer 

contributing a majority of the cost to 

open up new land and development 

Case study exaMple:

A retirement living developer required committed gas infrastructure to connect a new greenfield development site. 

Although the gas pipeline had been committed to by the utility provider in 2006 it was only installed in 2013 due to 

protracted negotiation of the developer contributions. The case study indicated that negotiations were protracted as the 

bulk of the new infrastructure would be funded by the retirement living developer. The new gas infrastructure opened 

up vast tracts of land, however, other developers wanted to minimise holding costs by waiting for the infrastructure to be 

negotiated.

The case study found that, as a result of poor infrastructure provision, total holding costs and consultant fees totalled  

$2 million from the purchase of the land to handover.

opportunities. Subsequently, other 

developers bide their time until the 

negotiation is complete, so that future 

projects can leverage the backbone 

infrastructure without attracting 

significant holding costs. In some cases 

the developer can make the decision 

that the benefit of unlocking the new 

site may be worth more than protracted 

periods of negotiation and, therefore 

volunteer, to not only contribute the 

total cost of the development, but 

deliver the infrastructure as well.

Once the developer contribution costs 

have been negotiated, the delivery 
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Case study exaMple:

A development in regional Western Australia required the provision of ‘backbone’ infrastructure. The provision of this 

infrastructure had been committed to by the relevant utility authority. yet, the developer’s experience had led them to 

believe that this commitment may not be reliable.

As such, the developer calculated that direct cost of planning, funding and delivery of the needed infrastructure would be 

less costly than the indirect holding costs related to the uncertain provision of infrastructure. Subsequently the developer 

contribution funded a majority of the required infrastructure and installed the infrastructure once approvals were 

received. The direct cost was significant, however, the only holding cost incurred were the wages and salaries of workers 

allocated to the project while the approvals were attained before the project could commence.

of the negotiated infrastructure gives 

rise to additional uncertainty and, 

subsequently, additional holding costs.

The delivery of infrastructure is 

accounted for in the project’s critical 

path. However, if delivery takes longer 

than accounted for, holding costs are 

incurred. The delivery of infrastructure 

impacts the critical path of the project 

when an activity on the critical path 

cannot be started until its predecessor 

activity is complete. If the project is 

delayed for a day, for instances, the 

entire development will be delayed for 

a day unless activities following the 

delay can be delivered a day earlier. 

The uncertain delivery of infrastructure 

to a property development project 

adds holding costs to the property 

development when the critical path of 

a project must be reworked to account 

for the delivery of infrastructure.

uncertain infrastructure provision is, to 

some extent, considered ‘business-as-

usual’ for Western Australian property 

developers and almost all case studies 

included an infrastructure-specific 

float in the project’s critical path. The 

infrastructure-specific float attempts 

to foresee and account for delays in 

infrastructure provision to underwrite 

the project’s critical path. This float 

adds holding costs. An infill residential 

developer case study expects $50,000 

to $100,000 of holding costs per infill 

development project depending on the 

type of infrastructure delivered.

Nonetheless, this float only accounts 

for a certain period of delays. Case 

studies noted that, even when a delay 

period is accounted for, any additional 

delays will impact the sequence of 

development activities or the project 

completion date.
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Case study exaMple:

A number of residential case studies and property 

consultants identified the provision of the East 

rockingham Waste Water Treatment Plant as a prime 

example of delayed infrastructure delivery adding 

significant holding costs. The East rockingham Waste 

Water Treatment Plant was committed to in 2003, but was 

not delivered until a decade later. The delayed delivery 

of the treatment plant held up residential development in 

the area.

For one Property Council residential case study more than 

3000 residential lots were delayed, a result which had 

strong implications for Perth’s housing crisis.

This developer did not want to reveal the total holding 

costs. Hypothetically, nonetheless, consider the holding 

cost associated with an indicative 250 residential lot 

development, fully debt financed with an interest rate of 

10% per annum. The project is assumed to be delayed by 

two years. A delay in this scenario would be estimated 

to result in a holding cost of approximately $2.1 million 

through additional interest repayments that would 

otherwise be avoided, or 21% of the overall value of the 

land. This would equate to a holding cost of approximately 

$8,400 per lot.

Parameter Indicative Value Used

land area

Number of Lots Delayed 250

Average Lot Size (sqm) 400

Total Lot Area (ha) 10

Site utilisation/Efficiency ratio 50%

Total Land Area (ha) 20

land value

Englobo Land value ($/ha) $500,000

Total Land value ($M) $10.0

loan

Loan Amount ($M) $10.0

Interest rate (%) 10%

delay (years) 2

estimated holding Cost ($M) $2.1

The above indicative example of holding costs only 

includes interest repayments; holding costs to developers 

also include other expenses such as land maintenance, 

rates and other costs associated with owning/holding land.
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Should infrastructure provision be 

delayed, property developers are 

forced to re-work the project’s critical 

path. re-working a project’s critical 

path brings direct costs to the project 

as the developer tries to keep the 

project to schedule by introducing 

infrastructure substitutes.

The figure above demonstrates that 

the now shortest possible time for 

the property development project 

to be competed is T= 1’, rather than 

the original shortest possible time of 

T=1, as the critical path of activities 

Time=0

Activities 1 and 3 cannot commence until 
infrastructure is delivered. This impacts the critical 
path and increases the project completion time.

1

2

3

4

Project Progression

Time=1’Time=1

Figure 9 Property Development’s Critical Path with Delays

is dependent on the delivery of 

infrastructure. Property developers 

attempt to minimise the holding 

costs through the introduction 

of infrastructure substitutes. 

Infrastructure substitutes could 

include the purchase of generators to 

provide electricity until an electrical 

transformer can be delivered or use 

gas bottles until main gas can be piped 

to the development. A residential 

developer gave the example where 

the delivery of basic infrastructure had 

been accounted for in the project’s 

critical path. However, a generator had 

to be purchased and installed at a cost 

of $1000 per week for an additional 

period of three months while waiting 

for the delivery of basic economic 

infrastructure to connect the site to the 

existing network.
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implications

Introducing infrastructure-specific 

floats and substitute infrastructure 

may minimise the impact of uncertain 

infrastructure provision on the project’s 

critical path. unavoidably, uncertain 

infrastructure provision adds direct 

and indirect holding cost to property 

development projects.

Poor infrastructure provision 

frameworks negatively impact cash 

flow when businesses are forced 

to invest in mitigation strategies or 

when a project can’t be handed over 

at its conclusion as a result of poor 

infrastructure provision.

Case study exaMple:

A property developer identified the delayed connection to natural gas as an example of delayed infrastructure delivery 

adding significant holding costs. Due to the delay contingency gas bottles had to be used, at a cost of $4,000 – $5,000 per 

month to operate. Once natural gas became available, the developer paid $35,000 per unit to eventually switch from the 

gas bottle contingency plan to natural gas. Over the 5-year period waiting for the committed basic infrastructure to be 

connected to the development, the case study estimated that $11.5 million of contingency operational costs were added. 

Further holding costs to this project were added when the project was due for completion. The mandatory infrastructure 

checks prior to occupation were delayed for two months. The holding cost for this delay included the wages and salaries 

of 160 people at 3 shifts per day and to accommodate residents for 2 months at a cost of $30,000 per month. This delay not 

only added holding costs at the concluding stage of the project, but it significantly damaged the developer’s reputation.

Case studies suggest that uncertainty 

was due to the lack of individual 

accountability and customer 

orientation within Government 

utility providers. The case studies 

recommended that the negotiation 

and delivery of infrastructure should 

be overseen by a project specific 

customer-service liaison that is held 

accountable. Case studies that worked 

on Metropolitan redevelopment 

Authority (MrA) projects felt that the 

MrA effectively acted as a liaison to 

coordinate infrastructure and that the 

delays typical of a Western Australian 

development project did not occur.  

FindinG eleven

uncertain infrastructure 

provision adds holding costs 

to property development 

projects. Holding costs increase 

when uncertain infrastructure 

provision impacts the property 

development’s critical path. 

Some developers introduce 

infrastructure-specific floats 

and substitute infrastructure 

to minimise the impact on the 

project’s critical path.
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The certainty provided by the MrA 

minimised holding costs. Case studies 

reasoned that project specific customer-

service liaison that coordinated 

infrastructure negotiation and delivery 

would minimise uncertainty and therefore 

reduce the holding costs related to the 

provision of basic economic infrastructure.

3.4 risk

uncertain infrastructure provision 

fundamentally impacts the property 

development decision as it increases the risk 

of an investment.

Simply put, increased uncertainty equates 

to increased investment risk. Anecdotal 

evidence suggests that when faced with 

higher uncertainty, businesses typically 

reduce their investments, which has negative 

implications for business confidence and 

economic growth.

The case studies indicated that uncertain 

infrastructure provision to some extent 

is considered ‘business-as-usual’ in the 

Western Australian context. In a competitive 

market, businesses have to make the trade-

off between risk and market share where 

the decision to delay investment to reduce 

the risk may result in a loss of market share. 

Uncertain
Infrastucture

Increased
Risk

Less Attractive 
Investment 
Proposals

Decreased 
Competition

Therefore uncertainty has to be factored 

into the investment decision when the 

developer decides if the loss of market share 

would be greater than the risks of uncertain 

infrastructure provision. Case studies 

indicated that the internal rate of return 

remains consistent between projects to 

determine feasibility. In Western Australia’s 

bullish market, the risk of losing market 

share has tended to be greater than the 

risks of infrastructure provision. To therefore 

account for the additional risk of uncertain 

infrastructure provision, the project’s risk 

profile is adjusted.

Accommodating unnecessary risk into a 

project reduces the overall attractiveness 

of the investment. Higher risk investment 

increases the risk of default and increases 

the equity risk premium and, as such, has 

negative implications for a business’ ability 

to attract equity or increases the cost of 

debt financing.
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Generally, larger property developers 

in Western Australia either self-fund 

projects or rely on equity raising 

activities. Equity flows to the project 

with the highest return under a certain 

risk profile. Today, capital is less and 

less constrained by geographical 

boundaries and Western Australian 

property developers are competing 

against other investment opportunities 

in other states or countries. Developers 

seeking to attract capital are at a 

distinct disadvantage when the risk 

profile has to be adjusted to account 

for infrastructure provision uncertainty. 

Case studies gave examples where 

the additional risk as a result of 

infrastructure uncertainty changes the 

attractiveness of the investment and 

results in investment being transferred 

to other states or countries.

Small to medium sized property 

developers predominately rely on 

debt to finance investments. Increased 

risk results in an increased cost of 

borrowing due to the higher risk 

of default. Securing debt financing 

also becomes more difficult when 

the project’s feasibility cannot be 

accurately determined as the cost of 

developer contributions cannot be 

forecast accurately and the project’s 

critical path cannot be guaranteed. 

This is risk is a hard reality for smaller 

developers who can’t afford higher 

costs of borrowing or the higher risk 

profile. As it becomes more difficult for 

small to medium sized to participate 

in the market, competition within 

the Western Australian property 

development sector is skewed in 

favour of larger developers who 

can self-finance new projects or 

existing lines of financing. This has 

negative implications for the overall 

productivity of the sector.

implications

Introducing unnecessary risk into 

a project reduces the overall 

attractiveness of the investment. 

This has negative implications for a 

business’ ability to attract equity or 

increases the cost of debt. Choking a 

developer’s ability to attract equity 

or increase the cost of borrowing 

reduces competition in the property 

development sector in favour of a 

small number of large developers that 

have better access to project financing.

FindinG tWelve

A poor infrastructure 

provisioning adds unnecessary 

risk to property development 

projects. The additional risk 

makes it more difficult to 

secure debt financing and 

to attract capital to Western 

Australian projects. Choking 

financial channels diminishes 

competition in the property 

development sector in favour 

of larger developers that have 

access to project financing.
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under-investment in public infrastructure, 

delays in infrastructure provision or 

uncertainty with regards to timing, planning 

or developer contributions, can all impede 

private sector construction of residential, 

commercial and industrial developments. 

The majority of case studies conducted by 

the Property Council indicated that property 

development projects were delayed 

(sometimes by many years) or even cancelled 

as a result of such delays or uncertainty. 

Cumulatively, delayed or cancelled property 

development projects result in aggregate 

delays and losses in construction sector 

activity and economic output.

04 iMpliCations to the state 
due to poor provisioninG

Between 2008-09 and 2012-13, Western 

Australia averaged approximately $12.16 

billion in value of residential and non-

residential building development work done 

per year. While insufficient information 

is available to accurately identify what 

proportion of construction work may have 

been delayed over this period, the table 

below presents a simple estimate of the 

potential value delayed if 2%, 5% and 10% 

of projects were delayed over the course 

of a year, as well as the ramifications for 

gross value added and employment of such 

a delay.
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Scenario – % of 
Projects Delayed 
by a Year

Value Deferred 
($M)

Gross Value Add 
Delayed ($M)

% of WA GSP 
(2012-13)

Employment 
Delayed (FTEs)

% of WA 
Employment (2012-

13)

2% of projects

Direct $243.25 $102.28 0.04% 448 0.03%

Indirect – $90.73 0.04% 642 0.05%

total $243.25 $193.01 0.08% 1,090 0.08%

5% of projects

Direct $608.14 $255.71 0.11% 1,121 0.08%

Indirect – $226.82 0.09% 1,605 0.12%

total $608.14 $482.53 0.20% 2,726 0.21%

10% of projects

Direct $1,216.27 $511.41 0.21% 2,242 0.17%

Indirect – $453.64 0.19% 3,211 0.24%

total $1,216.27 $965.05 0.40% 5,452 0.41%

Figure 10 Economic Impact of Poor Infrastructure Provisionviii

The above table demonstrates that, hypothetically, if 2% of property development projects were delayed per year:

•	 $190 million gross value-added would be delayed as a result of poor infrastructure provision;

•	 The creation of 448 direct full-time equivalent employment opportunities would be delayed; and

•	 The gross state product would be reduced by 0.08% as a result of poor infrastructure provision.

viii Gross value Add and Employment estimates presented in this table were developed using direct and indirect input-output multipliers for the heavy engineering 
and construction sector. A description of input-output multipliers and the transaction table used to develop these multipliers is outlined in appendix a . Source: 
ABS (2014b), ABS (2014d), ABS (2013a), ABS (2013b).
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The majority of case studies interviewed 

presented examples of projects that 

had been delayed as a result of poor 

infrastructure provision. Hypothetically, 

assuming that at least 10% of property 

development projects are delayed, then 

up to $965 million of gross-value added 

would be delayed and gross domestic 

product could be reduced by 0.4%. 

up to $1.2 billion could potentially be 

deferred from the State’s economy.

Case study feedback suggested that 

the majority of projects that are 

delayed due to poor infrastructure 

provision still proceed, but with 

an extended and delayed delivery 

timeframe. Only a small proportion 

of projects, once committed, do not 

proceed. It can therefore be argued 

that over time there may be little or 

no direct economic loss as a result of 

deferred construction activity.

However, development of projects 

has catalytic and flow-on impacts felt 

throughout the economy. Development 

of property attracts additional 

investment and expenditure to an 

economy such as the businesses and 

households that purchase or lease 

property, as well as support services 

to meet the needs of the construction 

sector and these end users. Effectively, 

delaying construction activity can alter 

the critical path of economic growth and 

development, and result in a long-term 

reduction in economic output compared 

to what otherwise may be achieved.

As demonstrated by the property 

industry case studies, increased 

risk associated with uncertainty in 

infrastructure delivery alters the 

investment calculations undertaken 

prior to financial commitments being 

made. This may result in investment 

being transferred to other states or 

countries that would otherwise occur 

in Western Australia. This represents 

a real and tangible reduction in 

investment and economic output of 

the state’s construction sector than 

would otherwise be expected to 

occur. For example, if an industrial 

land development fails to materialise 

due to delays or uncertainty in 

critical infrastructure provision, this 

can delay overall industrial sector 

growth and potentially result in 

a diversion of industrial activity 

and jobs to somewhere outside of 

Western Australia.

FindinG thirteen

Poor infrastructure provisioning 

frameworks have catalytic 

and flow-on impacts felt 

throughout the economy 

which results in lost economic 

output. If 10% of projects were 

delayed over the course of the 

year, then up to $965 million 

of gross-value added would be 

delayed and gross domestic 

product could be reduced by 

0.4%. up to $1.2 billion could 

potentially be deferred from 

the State’s economy.
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5.1 iMpleMent best praCtiCe 
prinCiples

Best practice principles work to bolster 

the rigour and discipline of infrastructure 

provisioning frameworks and act as a 

mechanism to increase the standard of, and 

accountability for, infrastructure provisioning.

rigorous and disciplined infrastructure 

provisioning would ensure that scarce 

resources are allocated to those projects 

that deliver the highest net benefit.

The governance structure need to establish 

strong infrastructure frameworks has 

been investigated by numerous academic, 

public and private bodies. Perspectives 

differ as to what principles need to be 

in place to establish strong provisioning 

frameworks. There are, however, clear, 

recurring principles that are considered best 

practice to establish strong infrastructure 

provisioning frameworks:

05 potential solutions

A Long-Term
Infrastructure Strategy

Robust Information
to Base Decisions

Separation of
Responsibility

Effective Engagement
between Public and 

Private Sectors

Close Coordination
of Institutions

Best Practice
Provision

Framework

Figure 11 Best practice Infrastructure Provisioning Framework
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until sound 

infrastructure systems 

are in a place, countries 

will continue to fund 

the wrong projects, 

place priorities in the 

wrong areas, and fail 

to meet the needs of 

their people…effective 

governance structures 

and processes can 

foster the systematic 

approach that will 

allow governments to 

identify and meet their 

infrastructure needs 

and implement the 

productivity measures 

that will enable them 

to do so at the lowest 

possible cost.

Mckinsey Global institute 

2013

best practice principle one: a long-term 

infrastructure strategy

Best practice principles dictate that 

a medium term prioritised pipeline, 

underpinned by land use plans and a ten 

year budget, provides the greatest certainty 

to the private sector and community. The 

Canadian Government implements best 

practice through ten year prospective 

infrastructure outlays and a dedicated ten-

year infrastructure fund.

On the advice of Infrastructure Australia, 

COAG committed to delivering medium-

term (5-15 years) prioritised infrastructure 

plans to bolster private sector confidence. 

Western Australia’s infrastructure plan is 

currently determined though the budget 

process, involving a one year budget and 

three years of forward estimates fails 

to establish an effective infrastructure 

strategy. This is approach to infrastructure 

planning falls short of best practice. Well-

defined infrastructure strategies, rather than 

ribbon-cutting infrastructure projects, can 

be supported by the budget in the medium-

term. However, best practice suggests that a 

one year budget and three years of forward 

estimates struggles to establish an effective 

infrastructure pipeline and, therefore, cannot 

be considered an infrastructure plan.23

best practice principle two: a Clear 

separation of political and technical 

responsibility

Best practice infrastructure provisioning 

frameworks prescribe a clear separation 

of technical and political responsibilities 

with respect to infrastructure provision. 

The ErA notes that Western Australia has 

strong governance arrangements to ensure 

that political decision making related 

to infrastructure provision is based on 

processes. However, political imperatives 

rush projects through technical evaluation 

processes, with project outcomes 

materially compromised.24

 The lack of transparency in infrastructure 

planning and prioritisation increases 

private sector uncertainty, leads to 

inefficient allocation of resources and 

limits informed debate of the opportunity 

costs of infrastructure investments. As 

such, a clear delineation of responsibility, 

and therefore accountability, introduces a 

balance between politicians and technocrats 

where the bi-partisan strategic vision for 

infrastructure is set by politicians and 

projects evaluation and execution is the 

responsibility of technocrats.
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best practice principle three: Close 

coordination between infrastructure 

institutions

Best practice principles consistently 

address the lack of coordination 

between infrastructure provisioning 

institutions. Individual infrastructure 

investments aggregate to form 

interconnected grids with powerful 

cross-cutting effects and, therefore, 

need to be planned and managed as 

components of a larger system.25

Western Australia’s infrastructure 

provisioning framework encourages 

agencies to plan and prioritise 

infrastructure investments on a 

project-by-project basis and in 

isolation of other agencies. This 

approach to infrastructure provision 

establishes a crude incentive structure 

that encourages agencies to emphasise 

benefits and minimises costs to attract 

funding specific priorities. As a result, 

agencies prepare business cases 

that focus on justifying asset specific 

infrastructure investments rather than 

critically analysing the projects or 

recognising the network effects.

In the 2013 State election 

campaign, the Liberal Government 

promised two major multi-billion 

dollar public transport projects, the 

$2 billion Airport rail Link and the 

$1.9 billion MAx light rail Project. 

Both Projects were then included 

in 2013-14 State Budget. The MAx 

Light rail Project was subsequently 

deferred for three years in the 

2013-14 Mid-year Financial 

Projections Statement, in order to 

reduce the pressure on debt.

A business case for the MAx light 

rail project has been completed 

by the Department of Transport 

including a detailed CBA which was 

subjected to rigorous independent 

scrutiny from Infrastructure 

Australia. The business case has 

not been made public.

A business case is yet to be finalised 

for the Airport rail Link project.

It is therefore unclear on what 

basis Government has given the 

Airport Link priority over the MAx 

light rail Project.

the economic regulatory authority, 2014

Effective infrastructure governance 

coordinates the incentives of the 

various agencies tasked with the 

provision of infrastructure assets. 

These agencies need to share a 

common understanding of the 

socioeconomic strategies that 

governments have for infrastructure 

and coordinate accordingly.

best practice principle Four: effective 

engagement between public and 

private sectors

Often governments think about the 

private sector as a supplier that 

provides financing. real cooperation 

between the public and the private 

sectors would be more effective 

for both sides. This requires greater 

integration of the private sector into 

the infrastructure value chain.26

The Western Australian infrastructure 

provisioning framework fails to engage 

the private sector in the cross-portfolio 

strategic planning and prioritisation 

of infrastructure. Private sector 

engagement is further undermined 

by the exorbitant private sector costs 

when tendering public infrastructure 

projects and the uncertain costs of 

private development contributions. 
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Poor engagement establishes a 

relationship based on financing, not 

collaboration, with limited private 

sector buy-in.

Best practice principles endorse an 

effective provisioning framework 

that engages the private sector 

to align private interests with 

socioeconomic priorities, fosters 

greater interest in public deliverables, 

as well as encouraging innovation and 

competition for public contracts.

best practice principle Five: robust 

information upon which to base 

transparent decisions

Infrastructure provision needs to be 

based on transparent technical and 

political decision making. The clear 

separation of technical and political 

responsibility will only be successful 

when the decisions determining 

infrastructure provision are based on 

timely, high quality infrastructure data.

robust infrastructure data is required 

to support technocratic decision 

making would include an evidenced 

base audit of the current infrastructure 

stock, forecast of future demand and 

an audit infrastructure investment 

outcomes such as productivity or 

economic growth. Technical decision 

making based on this data should be 

open to independent review with the 

technical assumptions and findings that 

underpin project proposals published 

for peer-scrutiny. robust information 

to support technical decision making 

informs the debate of infrastructure 

provisioning trade-offs and minimises 

the optimisation biasix of projects.27

robust information to inform political 

decision making should be provided 

through a Government’s Budget. 

However, best practice principles 

call for an advance in accounting 

techniques, away from the standard 

cash-accounting approach to 

focus on the financial metrics that 

more accurately reflect the State’s 

infrastructure position. Best practice 

principles argue that financial metrics 

should reflect the current quality of 

infrastructure stock, the Government’s 

capacity to invest in new infrastructure 

and on-going operational and 

maintenance cost of existing 

infrastructure. Financial metrics such 

as these would form an Infrastructure 

Balance Sheet28 that can inform, and 

hold accountable, political decision 

making related to the infrastructure 

planning, prioritisation, delivery and 

operation.

5.2 reForM oF the 
inFrastruCture 
CoordinatinG CoMMittee

The ICC provides a forum of director-

generals through which whole-of-

government state-wide and region 

wide infrastructure needs can be 

adequately coordinated. The Western 

Australian Planning Commission 

[WAPC] has recognised that the role 

of ICC in planning and improving 

the efficiency of infrastructure 

investment needs to be reviewed 

as it is increasingly critical to the 

WAPC’s function of strategic land use 

planning.29 The WAPC has proposed 

that the role and function of the 

ICC needs to be reviewed to clarify 

the terms of reference and guiding 

principles, to develop a 12 month work 

ix Cost overruns and benefit shortfalls [of 
major infrastructure projects] are the result 
of decisions made on delusional optimism 
rather than on a rational weighting of gains, 
losses and probabilities so that benefits are 
overestimated and costs are underestimated.
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program, as well as to review the ICC’s 

membership structure to ensure a 

high level of strategic focus including 

non – government expert membership. 

The WAPC has also proposed a senior 

officers Group to improve information 

sharing and project integration.30

Key director general members of 

the ICC were interviewed by the 

Property Council to ascertain how WA’s 

infrastructure provisioning framework 

could be improved. The interviewees 

stated that the ICC had to be 

repositioned to short-circuit the short-

comings of the current infrastructure 

provisioning framework. The 

interviewees actively supported the 

WAPC’s review and made additional 

recommendations to improve WA’s 

infrastructure provision framework.

reform one: infrastructure priority 

advisory Committee

The State’s infrastructure needs 

are, or will be, derived in part 

from planning and infrastructure 

frameworks developed for regions 

by the Department of Planning 

under the WAPC’s directions. The 

companion planning document is the 

State Planning Strategy, the Urban 

Development Program and Directions 

2031 and Beyond. The ICC members 

believed that these documents 

provided a strong foundation for 

collaboration with private and non-

government sectors and that it is 

imperative these documents are 

developed. However, these documents 

only reflect the demand-side of the 

infrastructure provision framework.

Discussions with ICC members 

identified the lack of a mechanism 

to advise on infrastructure priorities. 

reforms to the ICC therefore must 

address the prioritisation and delivery 

of infrastructure. Infrastructure 

prioritisation requires a cross portfolio 

view of infrastructure delivery. This is 

a key area where the private sector, as 

a consumer of infrastructure, needs to 

contribute. The WAPC, through the ICC, 

establishes an Infrastructure Priority 

Advisory Committee, drawn from the 

private and non-government sectors, 

to advise on state-wide infrastructure 

priorities to be delivered over a certain 

time period.

An Infrastructure Priority Advisory 

Committee would address the 

shortfalls of the current process 

through an established set of specific 

annual Infrastructure Priority 

reports that are accountable to key 

performance indicators.

reform two: infrastructure supply 

advisory Committee

The ICC members acknowledged that 

the ICC generally provides a sound base 

for identifying infrastructure demands. 

However, identifying the State’s 

infrastructure needs is only half the 

solution. The shortfall in infrastructure 

provision is the timely, appropriate 

delivery of infrastructure. The absence 

of coordinated delivery strategy creates 

an environment of uncertainty about 

state’s ability to meet the infrastructure 

need in a timely fashion.

The ICC members recognise that the 

private sector and broader community 

require some sense of certainty 

that required infrastructure will be 

appropriately delivered. Certainty is 

a fundamental component of a strong 

infrastructure provisioning framework 

acknowledged by a number of other 
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states. These states have produced 

state infrastructure strategies and 

associated infrastructure plans at 

both state and regional levels in 

collaboration with the private sector.

The ICC members recognised that 

Western Australia has initiated this 

process through the State Planning 

Strategy and regional infrastructure 

frameworks. Absent from these 

plans are the necessary delivery 

frameworks. Currently, this void is 

filled by the Economic Expenditure 

and reform Committee (EErC) as 

advised by Treasury and Department 

of Premier and Cabinet in a potentially 

ad hoc fashion. Other than through 

the Strategic Asset Management 

Framework exercise, there is no 

guarantee that the recommendations 

made by either the ICC or the private 

sector be considered in this process. 

The EErC recommends a course of 

action to Cabinet, prepares the Budget 

and monitors the delivery of strategic 

commitments or matters with major 

financial and/or economic impacts.

Discussions indicated that the delivery 

of infrastructure needed to be more 

innovatively managed through an 

accountable body such as Supply 

Advisory Committee. This Committee 

would have the mandate to provide 

recommendations on funding sources, 

procurement models, procurement 

strategies and asset management. 

A Supply Advisory Committee, 

accountable for the funding and 

delivery of the infrastructure priorities 

determined by the ICC, would provide 

certainty to the private sector and the 

community more broadly.

the outcome for infrastructure 

provision in Wa

The ICC members recommended 

that reforms to the ICC would make 

it unnecessary to establish a central 

coordinating body modelled on those 

that exist in Queensland or New 

South Wales. While it may be a more 

compact and transparent to have a 

consolidated body, the starting point in 

WA is differs from that of other States. 

Western Australia’s advanced planning 

frameworks successfully identify 

infrastructure need and therefore any 

attempt to strengthen infrastructure 

provision can be achieved by 

strengthening delivery frameworks:

The adoption of the above reforms, 

together with the review of the 

ICC by the WAPC, would provide 

the Government with sound and 

defensible decision-making tools for 

future infrastructure provision. The 

ICC members strongly felt that these 

EERC Budget 
Recommendation

WAPC/ ICC

Infrastructure 
Supply 

Advisory 
Committee

Funding, 
Procurement 
and Delivery 

Models & Strategies

State 
Planning Strategies

Infrastructure 
Prioirty Committee

Figure 12 ICC Member’s Proposal to Improve Infrastructure Provision
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amendments would provide the degree 

of infrastructure certainty that is 

necessary for medium and long term 

planning. Should these amendments 

fail to deliver sound planning 

outcomes, then a more radical 

infrastructure provision framework 

such as central coordinating body 

could be considered.

5.2 independent 
inFrastruCture body

Western Australia’s infrastructure 

projects are evaluated by Treasury, with 

the final decisions made through the 

Cabinet process, but without the support 

of an independent advisory body.

In its evaluation of the current 

infrastructure provision framework, 

the ErA received a number of 

submissions calling for an independent 

infrastructure advisory board to 

de-politicise infrastructure decision 

making. Organisations representing 

businesses dealing with costs of poor 

infrastructure provisioning; such 

as the Chamber of Commerce and 

Industry Western Australia, Chamber of 

Minerals and Energy, Master Builders 

Australia and the Civil Contractors 

Federation, unanimously called for 

an independent body that develops 

a long-term infrastructure plan and 

prioritises infrastructure projects in 

collaboration with the private sector.

The ErA rejected this call and 

concluded that a truly independent 

infrastructure body is not feasible as 

the infrastructure objectives, to which 

the independent body must deliver, 

are multiple and conflicting. The 

ErA, supported by evidence from the 

Productivity Commission’s Inquiry into 

Public Infrastructure, determined that 

politicians are most suitable to balance 

the competing objectives and can be 

held accountable to these decisions.

The Productivity Commission, however, 

also acknowledged that if the body 

was truly independent, it would foil 

to the temptation for short term and 

politically expedient project selection.31

The ErA did not support the 

establishment of an independent  

body as:

•	 The potential benefits of an 

independent body – rigorous 

project analysis and review – can 

be provided be existing bodies such 

as Infrastructure Australia and the 

Office of the Auditor General.

•	 Past attempts to deliver a 

coordinated infrastructure strategy 

have been abandoned in the face of 

leadership changes, and therefore 

the cost of resourcing such an 

exercise every political cycle is  

not justified.

•	 The State’s budget process 

complemented by long-term 

sector specific plans, are a channel 

to articulate the Government’s 

infrastructure intentions over a four 

year period.
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The ErA has made sound arguments; 

however, the new findings presented 

in this report demonstrate that the 

current infrastructure provisioning 

framework adds direct and indirect 

costs to property development and 

falls short of delivering to the needs 

of the property industry and the 

community at large.

Both nationally and internationally it 

has been recognised that an efficient 

infrastructure provision framework 

requires a degree of independence 

from political motivated decisions and 

a long-term investment plan that is 

not influenced by an agency focused 

incentive structure. Internationally, the 

McKinsey Global Institute identified a 

number of government initiatives; in 

countries such as Switzerland, South 

Korea, Chile and the united Kingdom,32 

that have shown significant savings of 

capital expenditure by reprioritising 

projects at a portfolio level.

The respective governments 

recognised that projects evaluated 

in isolation delivered inefficient 

solutions to solve agency-specific 

infrastructure deficiencies rather 

than network-wide problems. These 

governments determined that the 

best way to address this is issue is 

through independent advisory bodies 

to deliver strong infrastructure 

provision outcomes.

The McKinsey Global Institute 

acknowledged Chile’s National Public 

Investment System as an independent 

advisory body that delivers above 

average infrastructure outcomes for a 

country at its stage of development.33 

The National Public Investment System 

evaluates projects and prioritises 

these projects through standardised 

forms, procedures and metrics. The 

final decision on infrastructure project 

lies with the Ministry of Finance, 

which allocates funding based on 

combination of the cost-benefit 

analysis and national goals. All this 

information, as well as historical data 

on project performance is available to 

the public.

For every dollar that has been 

wasted on abandoned or poorly 

scoped projects, there is a 

commuter whose train journey is 

significantly longer than it should 

be and a business whose road 

freight transport costs could have 

been reduced by well-directed 

investment. There are countless 

lost opportunities for NSW in 

terms of productivity, efficiency 

and quality of life… These failures 

of policy making have come as 

a result of overly politicised, 

short-term and insufficiently 

contestable processes for defining 

and pursuing infrastructure 

investment priorities.

the honourable nick Greiner aC; Chairman 

of infrastructure nsW 2012
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New South Wales is the prime Australian 

example, where the NSW Government 

recognised that infrastructure provision 

frameworks could be improved to better 

identify and prioritise the delivery 

of critical public infrastructure.34 

Infrastructure NSW is an independent 

statutory body that was established 

under the Infrastructure NSW Act 

2011 and is subject to the control and 

direction of the premier in the exercise 

of its functions.

Infrastructure NSW’s first task 

was to prepare a 20 year State 

Infrastructure Strategy that assessed 

the current state of infrastructure 

and identified strategic priorities. 

The strategy was central to the NSW 

Government purpose as it provided 

independent advice across a broad 

range of sectors. This strategy 

delivered specific strategies and 

projects for priority consideration 

based on strong technocratic reports 

by independent consultants. The 

strategy, however, was needed to 

regain the public’s confidence that 

the NSW Government could deliver 

much needed infrastructure.

The strategy is set to be delivered 

through 5 year infrastructure plans that 

identify the specific major priorities. 

In addition, Infrastructure NSW has 

to perform several other functions 

outlined under the Act, including, but 

not limited to, monitoring the delivery 

of major infrastructure projects, project 

risk assessment and management, co-

ordinating funding submissions to the 

Commonwealth and providing advice 

on appropriate funding models.

The success of Infrastructure NSW is 

debated, however, within the first two 

financial years of its establishment 

it had fulfilled its primary aim of 

independent advice unpinned by a 

program of work.35

Inspiring New South Wales, the 

Commonwealth Government had 

earlier recognised the value of an 

infrastructure advisory body to 

perform strategic planning, advisory, 

coordination and auditory functions. 

Infrastructure Australia’s primary 

function is to provide advice to all 

levels of government, investors and 

owners of infrastructure relating 

to the stock and state of nationally 

significant infrastructure, pricing, 

regulatory frameworks as well as 

financing mechanisms. Additionally, 

Infrastructure Australia is tasked 

with developing infrastructure 

priority lists, evaluating proposals for 

investment in nationally significant 

infrastructure, as well as identifying 

any impediments to investment.

Infrastructure Australia’s role is 

limited to advice only. In contrast, 

Infrastructure NSW extends its 

role from being purely advisory to 

implementation and delivery of 

infrastructure projects. Intimate 

involvement from the planning 

through to delivery and review allows 

for the learnings of each project to 

improve the efficiency of the next. 

Infrastructure NSW also acts as a 

gateway for funding submissions to 

Infrastructure Australia that had been 

in the past significantly below the 

standard of other states.

50 MIND THE GAP 
PROPERTY COUNCIL OF AUSTRALIA



Infrastructure NSW and Infrastructure Australia are not without criticism; however, almost every State with the exception of Western 

Australia, encapsulate the essence of an independent body based on the principles of best practice infrastructure provision:

Long-Term 
Strategy

Separation of 
Responsibility

Close Coordination 
of Institutions

Effective 
Engagement 

between Private 
and Public

Robust Information 
to Base Decisions

NSW x x x x x

vIC x x x

QLD x x x x

TAS (Proposed) x x x TBD x

SA x

AuS x x x

the outcome for infrastructure 

provision in Wa

State, national and international 

case studies have provided examples 

where an independent advisory body 

provides the necessary governance 

structure to improve infrastructure 

provision frameworks.

While a debate can be had as to 

whether an independent body is 

required in the Western Australian 

context, it is a fact that the Western 

Australia’s private sector has limited 

confidence in the State Government’s 

ability to transparently and rigorously 

prioritise and coordinate infrastructure 

provision. An independent coordinating 

body would reassure the Western 

Australian private sector that the 

direct and indirect costs of poor 

infrastructure provisioning would be 

minimised. Establishing an independent 

infrastructure provision framework 

would provide certainty for the private 

sector and the pipeline of investment 

opportunities to encourage investment.

The confidence given to the private 

sector based on the Government’s 

sophisticated State Planning Strategy 

through to 2050, provides a key starting 

point of inspiration for an independent 

body to plan, prioritise and coordinate 

WA’s infrastructure provision.
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This study demonstrated that the gaps in 

Western Australia’s provisioning framework 

constrain property development and impact 

the WA economy more broadly based on the 

following findings:

FindinG one:

Public investment on infrastructure in 

Western Australia averaged approximately 

1.5% of GSP, which is below international 

infrastructure investment norm of 3.8%  

of GDP.

FindinG tWo:

Western Australia heavily relies on private 

sector expenditure to support economic 

growth and activity. Nearly three quarters 

of infrastructure in Western Australia was 

developed by the private sector in the 

past five years, with public investment 

contributing just over one quarter of total 

investment in infrastructure.

06 suMMary oF FindinGs

FindinG three:

There has been a considerable 

underinvestment in Western Australian 

infrastructure over the past 40 years, with 

the value of WA’s current infrastructure stock 

more than $59.2 billion below the accepted 

global average.

FindinG Four:

For Western Australia to meet global 

benchmarks for infrastructure stock relative 

to GDP by 2040, approximately $22.1 billion 

in infrastructure expenditure per annum will 

be required.

FindinG Five:

Since 2009, the Western Australian 

Government has recognised that the current 

infrastructure provisioning framework does 

not support strong cross-portfolio planning, 

prioritisation or delivery of infrastructure 

and, instead, lead to sub-optimal outcomes 

and poor value for money infrastructure.

the First step to 

iMprovinG a situation 

is to adMit that 

there is a probleM. 
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FindinG six:

The Infrastructure Coordinating 

Committee has the potential 

to provide an infrastructure 

provisioning framework. However, 

the organisational culture limits the 

Committee’s effectiveness.

FindinG seven:

The structure and day-to-day 

operation of the ICC has distracted the 

Committee away from strategic issues 

and consequently resulted in a lack of 

engagement from members due to a 

perceived lack of relevance.

FindinG eiGht:

The lack of status and accountability 

attached to the ICC limits its 

effectiveness as a body that plans 

and prioritises infrastructure delivery 

for the State. The process to fund 

infrastructure further discourages 

infrastructure coordination and 

prioritisation.

FindinG nine:

A poor infrastructure provisioning 

framework increases uncertainty. 

uncertainty adds both direct 

and indirect costs to property 

development and ultimately 

influences the developer’s decision to 

proceed with investment.

FindinG ten:

uncertain infrastructure provision 

increases the opportunity cost of a 

property development as resources are 

employed inefficiently and, in the long 

term, delivers a built environment that 

does not deliver to the needs of the 

community.

FindinG eleven:

uncertain infrastructure provision adds 

holding costs to property development 

projects. Holding costs increase when 

uncertain infrastructure provision 

impacts the property development’s 

critical path. Some developers 

introduce infrastructure-specific 

floats and substitute infrastructure to 

minimise the impact on the project’s 

critical path.

FindinG tWelve:

A poor infrastructure provisioning 

adds unnecessary risk to property 

development projects. The additional 

risk makes it more difficult to 

secure debt financing and to attract 

capital to Western Australian 

projects. Choking financial channels 

diminishes competition in the 

property development sector in 

favour of larger developers that have 

access to project financing.

FindinG thirteen:

Poor infrastructure provisioning 

frameworks have catalytic and flow-on 

impacts felt throughout the economy 

which results in lost economic output. 

If 10% of projects were delayed over 

the course of the year, then up to $965 

million of gross-value added would be 

delayed and gross domestic product 

could be reduced by 0.4%. up to $1.2 

billion could potentially be deferred 

from the State’s economy.
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Based on the case study evidence, the research 

findings and the best practice principles 

contained in this report, the following 

recommendations are made to strengthen 

infrastructure provisioning frameworks:

07 ConClusion and 
reCoMMendations

reCoMMendation one:

Establish an independent infrastructure body 

based on the Infrastructure NSW model, with 

the responsibility of:

a. Planning, prioritising, funding and 

delivering infrastructure that directs 

infrastructure investment into projects 

that deliver value for money and align 

project outcomes with community 

expectations.

b. Ensuring that project planning, 

prioritisation, funding and delivery 

decisions are transparent to the public 

and are informed by professional analysis 

and advice.

An independent coordinating body would 

reassure the Western Australian private 

sector that only those projects with the 

greatest net benefit are prioritised based on 

transparent evaluation criteria.

54 MIND THE GAP 
PROPERTY COUNCIL OF AUSTRALIA



reCoMMendation tWo:

Task the independent infrastructure 

body to develop a long-term, 20 year 

infrastructure strategy that:

a. Establishes a baseline assessment 

of the quantity and quality of 

Western Australia’s current 

infrastructure stock based on 

whole-of-life cycle analysis.

b. Identifies and prioritises, based on 

objective and quantitative evidence 

analysis, the deficiencies in the 

State’s infrastructure networks.

c. Delivers cross-portfolio 

assessments to identify projects 

and policies to solve infrastructure 

deficiencies.

d. Implements a 10-year pipeline of 

projects to initiate private sector 

engagement and leverage.

e. Coordinates land use plans and 

infrastructure prioritises.

A long-term infrastructure strategy 

allows for real cooperation with 

the private sector and greater 

collaboration in the infrastructure 

value chain from planning through 

to delivery. The independent 

infrastructure body must 

have sufficient powers to bind 

infrastructure agencies to deliver 

implementation plans.

reCoMMendation three:

Implement a transparent and 

accountable approach to project 

decision making and evaluation:

a. Baseline and forecast assumptions.

b. Analysis of project options.

c. reporting of project performance 

relative to the project deliverables 

and outcomes.

d. Implement an Infrastructure 

balance sheet that ties funding 

decisions to a project selection to 

ensure that the investment is in the 

highest benefit projects.
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appendix

input-output Multiplier overvieW

Input-Output (IO) multipliers demonstrate 

inter-industry relationships in an economy, 

depicting how the output of one industry is 

purchased by other industries, households, 

the government and external parties (i.e. 

exports), as well as expenditure on other 

factors of production such as labour, capital 

and imports. IO multipliers show the direct 

and indirect (flow-on) effects of one sector 

on other sectors and the general economy. 

As such, IO multipliers can be used to 

demonstrate the economic contribution of 

a sector on the overall economy and how 

much the economy relies on this sector or 

to examine a change in final demand of 

any one sector and the resultant change in 

activity of its supporting sectors.

The economic contribution can be traced 

through the economic system via:

•	 direct impacts, which are the first 

round of effects from direct operational 

expenditure on goods and services.

•	 indirect (flow-on) impacts, which 

comprise the second and subsequent 

round effects of increased purchases by 

suppliers in response to increased sales.

These effects can be identified through the 

examination of four types of impacts:

•	 output: refers to the gross value of 

goods and services transacted, including 

the costs of goods and services used in 

the development and provision of the 

final product. Output typically overstates 

the economic impacts as it counts all 

goods and services used in one stage of 

production as an input to later stages 

of production, hence counting their 

contribution more than once.

•	 value added: refers to the value of 

output after deducting the cost of goods 

and services inputs in the production 

process. value added defines the true 

net contribution and is subsequently 

the preferred measure for assessing 

economic impacts.

•	 income: Measures the level of wages 

and salaries paid to employees of the 

industry under consideration and to other 

industries benefiting from the project.

•	 employment: refers to the part-time 

and full-time employment positions 

generated by the economic shock, both 

directly and indirectly through flow-on 

activity, and is expressed in terms of full 

time equivalent (FTE) positions.
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Input-output multipliers can be derived 

from open (Type I) IO models or 

closed (Type II) models. Open models 

show the direct effects of spending 

in a particular industry as well as 

the indirect or flow-on (industrial 

support) effects of additional activities 

undertaken by industries increasing 

their activity in response to the direct 

spending. Type I multipliers were used 

in this report.

Closed models re-circulate the 

labour income earned as a result 

of the initial spending through 

other industry and commodity 

groups to estimate consumption 

induced effects (or impacts from 

increased household consumption). 

Type II multipliers were not used 

in this report as they are typically 

considered to over-state the flow-on 

contribution of an economic stimulus.

Multiplier development

Multipliers used in this assessment 

are derived from a sub-regional (i.e., 

Western Australian) transaction table 

developed specifically for this project. 

The process of developing a sub-

regional transaction table involves 

developing regional estimates of gross 

production and purchasing patterns 

based on a parent table, in this case, 

the 2009-10 Australian transaction 

table (ABS, 2013b).

Estimates of gross production (by 

industry) in the study area were 

developed based on the percent 

contribution to employment (by place of 

work) of the study area to the Australian 

economy (ABS, 2012), and applied to 

Australian gross output identified in the 

2009-10 Australian table.

Industry purchasing patterns within 

the study area were estimated using 

a process of cross industry location 

quotients and demand-supply pool 

production functions as described in 

West (1993).

Where appropriate, values were 

rebased from 2009-10 (as used in the 

Australian national IO transaction 

tables) to 2012-13 values using the 

Consumer Price Index (ABS, 2014e).
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