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The Perth USAsia Centre's Indo-Pacific

Analysis Briefs seek to provide perceptive and
contemporary insights from across the region.
The series features leading analysts from Asia,
Australia and the US to deliver up-to-the-minute
assessments on issues of national and regional
importance. This series will shine a light on the
issues that remain critically important to Australia
and the Indo-Pacific at a time when global events
may otherwise dominate the news cycle.
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1 The world is entering an era of rapid geopolitical fragmentation, presenting
a challenge to the global conditions that have underpinned Western
Australia’'s economic strength over the past few decades.

2 Western Australia’s current prosperity provides a window to prepare for a
future in a more fractured global order.

3  Building strategic capability in energy, resources processing, infrastructure,
and domestic supply chains will strengthen Western Australia’s
economic resilience.

&  Future competitiveness will be determined by the fundamentals that
attract investment, including reliable and affordable energy, potable water,
infrastructure, and a skilled workforce.

Western Australia has enjoyed one of the most sustained periods of economic expansion in
its history. For more than three decades, globalisation, capital inflows, and surging demand
from Asia — most recently China — have underpinned a powerful export engine built on iron
ore, LNG, and gold. This model, shaped by bipartisan policy choices in the 1960s and 1970s
and reinforced by successive governments, delivered prosperity, stability, and a sense of
inevitability about continued growth.

However, the world that enabled this success is shifting. The emerging post-globalisation
environment, marked by geopolitical fragmentation, technological disruption, and changing
patterns of trade and investment, is already reshaping the conditions in which Western
Australia operates. Not all these macro trends will be negative, but they will result in a world
much less familiar, more hostile, and less forgiving of poor policy choices.

Western Australia’s fortunes are often described through the lens of booms and busts.
However, these fluctuations sit within broader commodity cycles that unfold over decades
and reflect deeper structural forces. Table 1 summarises more than a century of cycles, each
shaped by technological change, geopolitical dynamics, and shifts in global demand.

The current ‘rupture cycle”, beginning around 2015, marks the transition towards a more
fragmented global environment. This raises several strategic questions: What happens when
iron ore demand declines and prices fall? How quickly are competitors responding? And to
what extent is Western Australia prepared to respond to these shifts?

These questions frame the strategic uncertainty facing Western Australia.

i This term was defined in Heather Exner-Pirot (2026), ‘The Rupture Cycle: Commodities, Geopolitics, and Canada’s Moment’,
Macdonald-Laurier Institute., and draws on Canadian Prime Minister Mark Carney'’s speech at the World Economic Forum in
Davos on January 20, 2026, where he described a rupture in the world order.



TABLE 1: Global economic eras and key drivers

Primary

Technological

Demand /

dynamic driver scarcity driver Geopolitical driver How it ended
Turn of Industrialisation 1904 Electricity; US and German Imperial expansion; WWI fallout;
century and empire internal industrialisation First World War 1929 crash;
1899-1932 combustion; (wwi) protectionism;
chemical Great Depression
manufacturing
Post-WWII Reconstruction 1947 Mass production; Postwar Nationalism; Second Saturation of US
1933-61 and mass appliances; reconstruction; World War (WWII) buildout; European
consumption industrial middle-class recovery; Cold War
agriculture consumption
Cold War / Energy scarcity 1978 Automobiles; Japanese Breakdown of the Volcker rate hikes?;
stagflation and monetary aviation; industrialisation; Bretton Woods North Sea supply®;
1962-95 disorder petrochemicals Middle East oil monetary system; USSR dissolution;
crisis OPEC embargo; market-led reforms
Cold War
China-led Hyper- 201 Containerisation Chinese China’'s World Saturation of
boom globalisation industrialisation; Trade Organisation Chinese buildout;
1996-2014 and rise of emerging-market accession; hyper- ‘Shale Revolution’s;
China urbanisation globalisation debt slowdown;
electoral shifts
(Brexit, Trump);
Global Financial
Crisis
Post- Fragmentation ? Al; electrification Environmental, China-US rivalry; ?
globalisation | and transition Social and COVID; Russia—
rupture Governance (ESG) Ukraine; Trump
2015— expectations / tariffs; Iran crisis

slow permitting;
supply-chain
disruption; energy
transition; de-
globalisation

Source: this table is adapted from Heather Exner-Pirot (2026), ‘The Rupture Cycle: Commodities, Geopolitics, and
Canada’s Moment’, Macdonald-Laurier Institute.

Notes: a) The Volcker rate hikes were aggressive monetary policy moves led by Federal Reserve Chairman Paul Volcker to
crush double-digit inflation b) Extraction of oil from the North Sea began in the early 1960s, playing an important role
in ending the energy scarcity which had defined the period c¢) The Shale Revolution was a major energy shift driven by
fracking and horizontal drilling in the United States, and which unlocked significant reserves of oil and gas.

Western Australian strength

A review of the long-run trend of commodity exports points to the remarkable growth that
the state has experienced over the past 35 years (see figure 1). A breakdown of Western
Australia’s export composition (figure 2) shows significant reliance on iron ore, especially
since the turn of the century, and highlights both the strength and exposure of the current
growth model, one which worked well because globalisation, capital flows, and demand from
major Asian economies created a seemingly durable export engine. This model, and the
political and economic instruments that underpinned it, reflected largely bipartisan state
policy choices in the 1960s and 1970s. These policies were heavily influenced by Sir Charles
Court, both during the Brand Government and under his own premiership. Successive Labor
and Liberal Governments have continued this model through to the present.



>
=
~+
]
=
~+
>
(0]
o
o
o
3
[2]
(]
o
3
(0]
~+
>
0]
[2]
—+
o
]
3
@
)
(2]
~+
(0]
=S
=}
>
c
[%2]
~+
=
=
=
=
[
=}
(0]
=
[V
o
=
—
[}
=3
o
(0]
(]
o
©
o
=
O
o
o
>
[
=}
(o)e]
[©]

FIGURE 1: Western Australia’s major commodity exports, 1990-2025
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Source: Department of Mines, Petroleum and Exploration (2025), ‘2025 Major Commodities Resource Data File’
https://www.wa.gov.au/government/publications/major-commodities-data-file

FIGURE 2: Export composition, 2025
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Source: Department of Mines, Petroleum and Exploration (2025), 2025 Major Commodities
Resource Data File’ https://www.wa.gov.au/government/publications/major-commodities-data-file


https://www.wa.gov.au/government/publications/major-commodities-data-file
https://www.wa.gov.au/government/publications/major-commodities-data-file

By 2026, decades of uninterrupted growth have fostered a mindset that assumes new
booms will naturally replace old ones. The belief in a ‘next China’ or ‘next iron ore’ reflects an
expectation that another commodity or market will inevitably emerge to fill any gap.

COVID-19 reinforced this mentality. While much of the world faced severe disruption, Western
Australia (with the exception of its borders) remained open, with mining operations continuing
and export revenue flowing. This created a perception of resilience that may not hold in a
more volatile global environment.

Attempts to replicate past success — such as green hydrogen or green steel — have struggled.
Not only did the hydrogen rush fail to fully manifest, but the current focus on developing the
‘green steel’ sector remains an as yet unfulfilled ambition.

The challenge is not the ambition itself, but the assumption that past formulas can simply be
applied to new industries.

There are three assumptions which permeate Western Australian political and administrative
thinking. These assumptions persist partly because fewer decision-makers have direct
experience navigating major economic downturns. The cohort that remembers Paul Keating's
‘recession we had to have' is now a minority in the labour force, so institutional memory of
economic hardship is very limited.

Capital attraction: Western Australia remains a low sovereign risk location which can
attract international investment.

‘Rules based order’ remains: The durability of the US-led economic and security order
will continue to provide stability and predictability that has historically underpinned
global trade and investment.

Lifestyle premium: Economic growth provides for ever-increasing asset values, taxpayer
subsidies, and commercial opportunities.

Each of these assumptions is weaker than they once were. In the most recent Fraser Institute
Survey, Western Australia slipped from 4% to 17t for investment attractiveness, while the US
has shown a propensity to capitalise on its global dominance, seeking to become a more
transactional international player. It is the last assumption, that economic growth will continue
to deliver higher standards of living, that may have the greatest bearing on domestic electoral
outcomes. The voting public has developed an expectation of year-on-year growth and with
it, access to jobs, higher house prices, and new opportunities. Failing to deliver on these
ingrained expectations has consequences. The fiscal flexibility of future Western Australian
governments to act is also becoming constrained. The latest State budget indicates that
subsidies and transfers are increasing, and debt is forecast to grow about AUD40-billion.
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Alongside increasing fiscal limitations on the State Government, several macro trends are
reshaping Western Australia’s operating environment:

Strengthening nationalist movements in English-speaking countries

Increasing uncertainty in the economic and demographic trajectories of China and other
key trading partners

Acceleration of Al and the broader digital revolution

Reversal of globalisation through reshoring, friend-shoring, and parallel systems

Rising competition between defence/security demands and welfare spending

Shifting commodity markets, with flatter iron ore demand and absent green premiums

A US political trajectory unlikely to reverse in 2028, even if there is a change in Congress
or the White House

Fragmenting and increasingly politicised climate policy.

Each of these trends warrants deeper exploration and will affect Western Australia in different
ways. A slowdown or severe contraction in China’s economy would have the most direct
impact, whereas a gradual decline in iron ore prices may be less immediate but will still have
profound impacts over the medium term. Fragmented trade could inhibit the development
of new markets; however, the nationalist trend within the Anglosphere remains particularly
dynamic. The 'MAGA’ movement has already reshaped the US Republican Party, and it remains
unclear how emerging nationalist movements in countries such as the UK and Australia will
influence their respective centre-right parties and coalitions. For Western Australians, a
period of political flux in Canberra is likely, with consequences that will undoubtedly flow
through to investment, trade, and economic policy at the state level.

The one constant theme is that this will be a period of rapid geopolitical change. This will be
exacerbated by internal debates on the future of societies which spillover to the international
sphere. In the Anglosphere, there is a contest between nationalists and globalists which may
influence AUKUS. Similarly, China’s internal dynamics and the eventual leadership transition
surrounding President Xi have the potential to extend beyond its borders, especially if the
transition is challenged internally. Even absent conflict, trade and exchange patterns are
already shifting. Pressure from the China Mineral Resources Group has pushed iron ore
towards yuan-denominated transactions. How long before other currencies are used to settle
specific categories of goods or new blocs emerge? Will Western Australian commodity profit
margins be compressed under these new arrangements?

Al and its application to traditional industries may ultimately have one of the largest impacts.
As with previous major technological shifts, the most significant changes will occur in areas
least expected. Warfare and national strength will increasingly be shaped by the Al industrial
race, with implications for national security and economic prosperity. In Western Australia —
as with the initial transition to bulk commodity transportation — the effect may be further
regional depopulation, accelerated automation, and increasing competition for key economic
inputs such as water and energy. Current industry structures will almost certainly be shaken.
The only variable is the speed, whether evolutionary or revolutionary.

Not all these macro trends will be negative, but they will produce a world that is less familiar,
more contested, and less forgiving of poor policy choices.



During the next decade there are four potential pathways for Western Australia. These are not
mutually exclusive; there could be features of two or even three pathways at once:

D Business as usual: WA remains primarily a responder to the external
environment, continuing its history as a ‘taker’ of global market settings. In a
D post-rupture landscape it ends up poorer per capita by 2036.

Public expansion: Ambitious industrial policy leads to a more interventionist
state, and unionisation in iron ore and LNG sectors accelerate.

A Conflict and malaise: Regional conflict and blockages of key transport routes
see major swings in trade flows and commercial activity all but stalls.

Clean-sheet refresh: WA resets its assumptions and focuses on capital
attraction in a different global environment, positioning itself to flourish.

The easiest path to follow will be business as usual. This has comfort, familiarity, and will not
result in hard choices. It is also likely that public expansion, leading to a corporatist model,
will become more embedded as union involvement in the iron-ore and LNG sectors grows.
Industry policy at both the state and federal levels is becoming increasingly favoured, and
governments have greater confidence to intervene in markets. There is growing support for
the view that sectors such as critical minerals and existing mineral processors will fail under
existing policy settings, and their success necessitates governmentintervention. This pathway
may likely entrench existing operators that can adapt to changing workforce arrangements,
while favouring firms that can navigate government. It risks diminishing entrepreneurial
activity while reinforcing elements of the status quo.

Conflict and malaise represent the most extreme pathway, yet the underlying risks are no
longer distant or hypothetical. The grey-zone activity of the past decade has already placed
a security overlay across Australia’s strategic environment. A hot conflict involving key trading
or military partners would inevitably see Western Australia become entangled and disrupt
trade. Such a scenario would require significant state involvement in the economy, similar
to the mobilisation seen during World War I, drawing heavily on the infrastructure, expertise,
and leadership of the state’s large resource companies.” WA’s resource sector would likely
become a critical part of any national response, given its strategic infrastructure, industrial
capability, and geographic position.

One pathway that is difficult to initiate without a crisis is a clean-sheet review of WA's
economic foundations. A review should assess WA’s global competitiveness across key
commodities, including how changes in costs and market conditions affect that position
over time' Nickel may not be the only commodity in which the state slips in its international
competitiveness, especially with higher input costs and less favourable investment settings."

If current macro trends unfold as expected, Western Australia is heading into a period of rapid
geopolitical change and competition.

i For example, BHP's Essington Lewis and his crucial role as Director-General of the Department of Munitions during World
War Il. Lewis significantly contributed to Australia’s industrial capabilities and munitions production. In a more contemporary
example, BHP assisted the Albanese Government by providing expert advice on delivering diesel supplies in April 2026,
during the conflict in the Middle East. The Australian (2026), ‘Mining giant BHP enlisted by government to secure diesel amid
Iran crisis’, 21 April.

iii A snapshot of individual projects and their current position in the cost curve can be found in the following Western Australia
Treasury Corporation presentation. The movement of the position of current and proposed projects is most important
as this will influence capital allocation decisions and investment flows. Western Australian Treasury Corporation (2025),
Investor Update March 2025, Perth, WA. https://www.watc.wa.gov.au/media/av3jygzw/watc-investor-information-pack-
march-2025.pdf

iv. While mining is one of the most productive sectors in the economy, the increasing costs of bringing on an incremental
tonne of capacity points to a decline in productivity. Nickel is incredibly energy intensive, requiring significant
processing. Australia’s comparatively higher energy prices have meant that nickel is one commodity in which the nation is
comparatively weaker. The Australian (2025), ‘Miners under pressure to reverse the productivity riddle that's costing more
but delivering less’, 9 September.
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Rather than attempting to recreate the ‘Golden Age’ that underpinned Western Australia’s
past prosperity, it is useful to examine the innovative approaches taken in the 1960s and
1970s that positioned the state for long-term growth. This does not mean overlooking today's
major industries — iron ore, gold, and LNG. These remain central to the state’s economic
base. Instead, a clear-eyed review is needed to understand why some companies with a large
footprint in the state, are shifting capital allocation away from Western Australia.

A return to the fundamental inputs of industry — reliable and affordable energy, potable
water, and infrastructure — is essential. Along with these inputs, access to a skilled workforce
remains critical. This would involve prioritising mining engineering, metallurgy, geoscience, and
related STEM courses. These foundations were recognised in the 1960s as the basis for future
wealth creation, and they remain agnostic to any commodity, product, or service. If Western
Australia made this a priority, it would be well placed to capture emerging opportunities.

As geopolitical competition intensifies, regions which can offer cheap energy and water,
rapid permitting, a skilled workforce, and robust supply chains will be positioned to prosper.
This will move projects to the lower end of the cost curve and attract capital, even if they
are within an emerging Western bloc or alliance framework. Building capacity in refining, as
well as expanding local extraction and production, will protect against shocks and potentially
benefit the state when supply chains are disrupted. Rather than responding to booms —
and their inevitable busts — Western Australia can adapt to this new era by investing the
currently bountiful royalty flows from iron ore into infrastructure that supports long-term
wealth creation. This will strengthen economic security and resilience, support development
of secondary industries and create opportunities for greater decentralisation of economic
activity and population over time. Rather than banking on the next boom, WA must build
the capabilities needed to remain globally competitive, in an era defined by disruption and
strategic competition.
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