Australia —

the politics

of the minerals
boom

By Tony Corrighan

During the last two decades
Australia has emerged as one of the
world’s foremost exporters of
mineral and energy raw materials,
a position it now shares with
countries such as Canada and
South Africa. Under the impact of
a massive infusion of investment
by transnational corporations since
the 1960’s, the Australian mining
industry was elevated from a
position as a supplier of the
relatively meagre requirements of
the domestic Australian market
to one where mineral extractive
and related industries have become
the focal points of Australian
economic development. This article
will discuss the factors which
engendered this transformation and
the structure of the industry
which resulted; and analyse the
strategies adopted by the Australian
state and ruling class.

Tony Corrighan is a post-graduate
student at the Politics Department,
University of Adelaide, Australia.
He is a member of the Editorial
Advisory Board of RMR.

This is a revised and updated version of an artic-
le previously published in The Journal of
Australian Political Economy no 7, April 1980.
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In the mid 1960’s a goverment enquiry
into the Australian economy cursorily
dismissed the economic significance of
the mining industry!, yet within a deca-
de " Australia had became the worlds
largest exporter of iron ore, one of
the leading coal exporters and the domi-
nant world producer of bauxite. It had
also become a major nickel and mine-
ral sands exporter and produced signi-
ficant quantities of oil, base metals and
copper, in addition to possessing large
proven uranium reserves. Furthermore,
Australia is now poised to become a
major producer of aluminium metal and
an exporter of energy resources such
as steaming coal and natural gas.

This dramatic enhancement of Austra-
lia’s position in the world mineral in-
dustry reflected substantial changes in
patterns of demand in international
mineral markets which stimulated the
development of important new mineral
producing regions, including Australia.
As a result of these changes the Austra-
lian mining industry became the target
for extensive penetration by transna-
tional mining corporations which, in
partnership with comprador Australian
companies, established the industry as
a safe and lucrative investment outlet
and a reliable source of supply for mi-
neral exporters.

The preconditions for the resurgen-
ce? of Australian mining from the 1960’s
were established with the rise in con-
sumption of industrial raw materials
which accompanied the post-war long
boom. As demand for raw materials
increased in the advanced capitalist eco-
nomies, this triggered a corresponding
intensification of mineral exploration and
production internationally. Transnatio-
nal mining companies expanded throug-
hout the mineral producing regions of
the world to exploit the profitable oppor-
tunities opened up by accelerating mi-
neral consumption, and to secure access
to new sources of supply.

Within this context of a generalised
increase in demand, the future of post-

war economic development of critical
significance to the Australian mining
industry was the resurgence of Japanese
capitalism, and the subsequent remark-
able growoth of Japanese heavy industry.
The Australian mining boom represented,
in essence, the incorporation of Australia
as a resource hinterland for Japanese
industry.

After the Second World War, Japa-
nese capitalism was reconstructed and
reintegrated into the world economy as
a regional imperialist power, This was
accompanied by high rates of economic
growth and the establishment of a dyna-
mic, expanding heavy industrial base,
nurtured by the fortuitous conditions
prevailing during the long boom. However,
Japanese industry became almost totally
reliant on foreign sources of the raw ma-
terials required for industrial growth.
Japan itself was chronically deficient of
minerals, and as the economy grew du-
ring the 1950’ and 1960’s dependence
on foreign sources escalated to the
extent that minerals totalled about
half of Japanese imports3.

Allthough able to reassert a power-
ful regional imperialist presence after
the war, Japanese access to its previous
main sources of raw materials was seve-
rely curtailed by the consolidation of
revolutionary regimes in China and North
Korea. This was particularly important
for the steel industry. Iron ore imported
from the Philippines, Malaysia, India
and Latin America serviced the industry
adequately during the 1950’ and early
1960’s, but from then on declined in
relative importance as Japanese demand
continued to increase. The Japanese
steel industry began then to focus on
Australia as a major supplier of ore®. Ja-
panese reliance on Australia subsequently
extended to other minerals and Australia
has now become firmly entrenched as
the principal supplier to Japan of iron
ore, coal, nickel, bauxite and alumina,
and other minerals. More than half of
Australian mineral exports are destined
for Japan.
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Bucket wheel reclaimers at the Mount
Newman company s Port Hedland iron
ore export complex in the Pilbara region
of Western Australia.

Map shows major mines and oil and gas
fields.
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the most effective being the ability to
depress mineral prices through co-ordina-
ted buying policies. This has proved to
be highly successful, particularly in the
iron ore and coal industries, where pro-
duction in Australia is fragmented bet-
ween companies striving to maintain
or extend market shares and thus sus-
ceptible to pressures to inhibit price
increases.

The main consortia formed in the
1960’s to develop Australia iron ore
deposits were:

® Mount Newman:  This consortium
was formed to operate the largest iron
ore mine in the world, at Mount Whale-
back in Westem Australia’s Pilbara
district, under the direction of the US
mining company AMAX. AMAX brought
in the Australian companies Broken Hill
Proprietary (BHP) and CSR and, with
smaller shares, the British Company
Seltrust and Mitsui-C-Itoh of Japan.
The current ownership structure in
AMAX 25%; BHP and CSR 30% each;
Mitsui-C-Itoh 10%; Seltrust 5%.

® Hamersley Holdings: Also with mines
in the Pilbara district, Hamersley was
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established by the giant British transna-
tional Rio Tinto through its Australian
subsidiary CRA, in partnership with
Kaiser Steel Corporation of the US,
and with Japanese steel mills and tra-
ding houses, which have minor share-
holdings. In 1979 CRA bought out
Kaiser’s interest.

® Mount Goldsworthy: This consortium,
again based in the Pilbara, was also
established exclusively by foreign capi-
tal and originally comprised the British
transnational Consolidated Goldfields and
the US companies Cyprus Mines and
Utah. Current shareholding in Consoli-
dated Goldfields (now controlled by
Anglo-American Corporation of South
Africa) 46.67%, Utah (a subsidiary of
General Electric) 33.3% and Mount Isa
Mines (a subsidiary of Asarco) 20%.

e Cliffs Robe River Iron Associates: This
fourth Pilbara producer is dominated
by the US company Cleveland Cliffs
Iron Co and Mitsui of Japan, with smaller
interests held by US and Australian com-
panies.

e Savage River Mines: Outside of the
Pilbara the only other major iron ore

mine developed during the 1960’s, and
the only one under Japanese control, was
at Savage River in Tasmania, owned by
Sumitomo and Mitsubishi, in partnership
with a number of US and Australian
companies. .

Australian coal mining similarly is
heavily dominated by foreign capital.
In the Queensland coal industry, which
was developed from the 1960°’s almost
wholly in response to Japanese demand,
production is dominated by Utah, which
operates some of its mines independently
and others as a controlling partner in
a consortium with Mitsubishi and AMP,
Australia’s largest insurance company.
Queensland’s other main coal mining
company, Thiess Dampier Mitsui, was
originally controlled by Peabody Coal
Company of the US, but ownership
changes since 1977 have resulted in a
majority Australian interest held by
BHP and CSR, in partnership with Mit-
sui.

In the New South Wales coal in-
dustry the opening of export markets
in the 1960’s was also accompanied
by penetration by foreign capital, the
most important being the DK Ludwig
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Iron ore slurry is transported 85 km in a
pipeline from the Savage River open cut

mine to Port Latta, Tasmania.

20 Largest Natural Resource Companies in Australia 1981
(Market capital in million US dollars)

Company

Broken Hill Proprietary (BHP)
MIM Holdings

Conzinc Riotinto of Australia (CRA)

CSR
Western Mining

Hamersley Holdings
Santos

Woodside Petroleum
Comalco
Bougainville

“Energy Resources Australia
EZ Industries

Howard Smith

Boral

North Bfoken Hill

Peko Wallsend
Caltex Australia
Ampol Petroleum
Pioneer Concrete
Umal Consolidated

5 Largest Australian Banks

ANZ Bank Group

Bank of New South Wales
National Bank

Commercial Bank of Australia

Commercial Banking Co of Sydney

Business

Iron, steel, oil, aluminium
Mining

Mining

Mining, chemicals, sugar
Mining

Iron ore

QOil, gas

Oil, gas

Bauxite, alumina, aluminium
Copper (Papua New Guinea)

Uranium
Mining, smelting
Coal

Quarrying
Mining

Mining

Energy

Oil, gas
Uranium

Coal

Market capital
(milj $)

4,131
1,778
1,555
1,361
1,210

1,018
920
775
691
621

576
538
459
436
436

419
414
379
344
325

91310
841!
52412
244
215

Controlled by

BHP/Melbourne
ASARCO/New York!
Rio Tinto-Zinc/London
CSR/Sydney?

Collins House/Melbourne

Joint venture3

Bond Corp Holdings/Porth.

BHP/Shell Australia
Joint venture®
Joint venture®

Joint venture”’

Collins House/Melbourne
Howard Smith/Sydney
Boral

Collins House /Melbourne

PW/Sydney
Joint venture®
AP/Sydney
PC/Sydney
Utah Australia®

Total/Paris*

Sources: National Times 1981-04-13, 1981-09-05, Oil & Gas International Yearbook 1981, Register of Australian Mining 1980.

Notes: 1. ASARCO 49%

.CRA Ltd 53.6%

V0O~V DA WwN

. EZ Industrie 50%, Peko Wallsend 50%
.SOCAL 50%, Texaco 50%/New Y ork
. Controlled by General Electric/USA

10. All data on banks 1981-04-13
11. Bank of NSW and Bank of Australia have announced plans to merge.
12. National Bank and Commercial Banking Co announced plans to merge.

. Major shareholders include Consolidated Gold Fields/London
. CRA Ltd 65.5%, Japanese companies 34.5%
. Bond Corporation Holdings 24.5%

.CRA 45%, Kaiser Aluminum 45%, Japanese companies 10%
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organisation of the US, the Rio Tinto
Zinc subsidiary CRA, and Consolidated
Goldfields. Particularly since the late
1970’s companies mining New South
Wales coal have been subject to a wave
of takeovers, especially by the world’s
largest oil companies which are rapidly
establishing themselves as a major force
in Australian coal mining. This will
be discussed further in the section dealing
with energy resources.

Bauxite/Alumina/Aluminium

After iron ore and coking coal the mine-
ral of most importance in sustaining the
mining boom has been bauxite. Austra-
lia’s bauxite deposits are the largest in
the world, comprising about 30% of the
world’s commercial reserves, and one
mine, at Weipa in Queensland, accounts
for about 15% of world production®.

The world aluminium industry exhi-
bits a pronounced -concentration of
oligopoly control, and a brief elaboration
of the characteristics of the industry
encompasses all stages of the production
process from bauxite mining, through alu-
mina refining, to aluminium smelting and
fabrication. Internationally it is domina-
ted by six integrated companies; Alcoa,
Reynolds and Kaiser from the US,
Alcan (Canada), Alusuisse (Switzerland)
and Pechiney (France), which collectiv-
ely produce over 80% of the non so-
cialist world’s bauxite, alumina and alu-
minium®. Two other companies, Billiton
(a subsidiary of Royal Dutch Shell)
and Alumax (owned by Amax of the US
and Mitsui of Japan) control much
of the remaining aluminium capacity.
From its inception in the nineteenth
century the aluminium industry has
been tightly controlled by a small circle
of giant corporations. Alcoa in the Uni-
ted States, and in Europe the various
predecessors of Alusuisse and Pechiney
established initial control over the in-
dustry through possession of patents
on alumina refining processes, followed
later by aggressive marketing policies
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to undercut potential competitors, and
through a succesion of formal cartel
arrangements!®. Despite a post World
War Two US anti-monopoly prosecution
of Alcoa, which enabled Reynolds and
Kaiser to enter the industry, the position
of the major companies was reinforced by
their succesful monopolisation of the best
bauxite deposits in the world, firstly in
the Caribbean and then in Australia.

The prevailing structure of mono-

~poly power placed insurmountable ob-

stacles in the path of Australian compa-
nies attempting independently to pioneer
an integrated aluminium industry. For
example, one major Australian bauxite
deposit, at Jarrahdale in Western Austra-
lia, was discovered by the Australian ow-
ned Western Mining Corporation which,
in partnership with two other Australian
companies, North Broken Hill and Bro-
ken Hill South, sought to use it as the
basis for establishing an integrated Aus-
tralian aluminium industry. The consor-
tium negotiated with Alcoa to attempt
to secure access to technology, financing
and markets, offering in return a mino-
rity interest in the project to the US
company. Alcoa’s reaction to this ap-
proach, which was later documented
in its submission to an Australian Senate
investigation, graphically illustrates some
of the mechanisms utilized by the majors
to retain control of the industry.

... the Australian partners had very
substantial reserves of bauxite...
but lacked the finance and ’know
how’ to develop an integrated
aluminium company. On the other
hand, Alcoa US had the necessary
financial resources and had exten-
sive experience and ’know how’ as
a producer. Further, Alcoa US was
able to make personnel available
to assist in the development of an
integrated operation in Australia.

Alcoa US would not grant the use
of its name, Alcoa, if it did not
have a controlling interest, nor
would Alcoa US undertake the

initial loan commitment without
the controlling interest. It was
recognised that use of the Alcoa
name would significantly assist
Alcoa of Australia when nego-
tiating in the international finan-
cial markets as well as in marketing
arrangements made with overseas
purchasers. International purchasers
of alumina and aluminium are con-
cemned that they have a continuing
source of supply, so the ability of
Alcoa US to build and operate
plants was an important factor in
securing sales contracts. A Forma-
tion Agreement between the share-
holders stated that Alcoa US would
arrange loan funds and provide
Alcoa of Australia with ’know how’
and access to its commercial secret
processes and technical informa-
tion, including future developments
in these areas. !

In addition to the Jarrahdale deposit
controlled by Alcoa, the two other bauxi-
te deposits brought into production in
the 1960’s also became majority owned
by aluminium majors. The Weipa depo-
sit was discovered by Consolidated Zinc
(the company which merged with Rio
Tinto in 1962 to form the basis of its
subsidiary CRA), which offered an inte-
rest in the deposit to Kaiser; and Alu-
suisse took a majority interest in Nabalco,
the company formed to mine the other
main deposit, at Gove, in which the
Australian company CSR has a substan-
tial minority interest.

To reduce the costs of transporta-
tion of the raw material to American
and European upstream processing plants,
the three producing companies also es-
tablished alumina refineries in Austra-
lia. However, there remained in the
1960’s and 1970°s geographical divorce-
ment of bauxite and alumina produc-
tion from aluminium smelting, which
remained centred in Europe, North
America and Japan. Although Alcoa,
Alcan and Pechiney each built smel-
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fields. In addition to taking over exis-
ting coal operations, oil companies
have launched substantial exploration
~ programmes, concentrating particularly
on steaming coal which promises to be-
come a major boom industry as a result
of increasing demand by Japanese power
utilities and because of the domestic
demand for new coal based power sta-
tions to service the expansion of alu-
minium smelting.

Completing the pattern of Australian
energy resource control is the entry
of oil companies into the wranium in-
dustry. Two of the most important re-
cent uranium discoveries, at Yeelirrie
in Western Australia and a uranium/
copper/gold deposit at Roxby Downs
in South Australia, were both discovered
by Western Mining Corporation which
entered into partnerships respectively
with Exxon and BP, partly to assist in
securing finance. Additionally, Getty
Oil has an interest in the Jabiluka ura-
nium deposit, the largest in Australia.

Transnational domination

From this sketch of the ownership
patterns in the Australian mining in-
dustry the most obvious feature which
emerges is the dominant position of
transnational capital, especially that of
the major aluminium and oil compa-
nies, and companies such as the Rio Tin-
to Zinc subsidiary CRA.

However it is also important to note
the extent to which Australian capital
has been able, through partnerships
and joint ventures, to forge alliances
with transnational capital, so that the
Structure of the industry is characteri-
sed by and extensive interlocking of
interests between foreign and compra-
dor firms. Although generally forced
to accept a dependent and subordinate
relationship to foreign capital, Austra-
lian corporations have been able to uti-
lise this position to secure a highly
profitable stake in resource develop-
ment.
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Australia’s 15 top resource projects in the 1980s

10.

11.

12.

13.

14.

15.

Project & location

Western Australia

Resource

. Rundle, Queensland Oil shale

. North West Shelf  Natural gas
offshore Western
Australia

. Olympic Dam, Uranium
Roxby Downs, copper, gold
South Australia

. Bass Strait, off- Qil
shore Victoria

. Marandoo, Pilbara, Iron ore
Western Australia

. Worsley, Alumina
Western Australia

. Gladstone, Aluminium
Queensland

. Nebo, Coking &
Bowen Basin, steam coal
Queensland

. Hail Creek, Coking coal
Bowen Basin,

" Queensland
Farley, New South Aluminum
Wales
Newcastle Aluminum
New South Wales
Blair Athol, Steam coal
Queensland
Jabiluka, Uranium
Northem Territory
Portland, Victoria Aluminum
Yeelirrie, Uranium

Source: Business Week 1980-06-02

Estimated cost

Participants

Exxon, Central Pacific Minerals,
Southem Pacific Petroleum

Woodside Petroleum, Royal Dutch/

Shell, Broken Hill Proprietary,

California Asiatic Oil, British Petroleum

Western Mining, British Petroleum

Exxon, Broken Hill Proprietary

Texasgulf Australia, Hancock
Prospecting, Wright Prospecting

Reynolds Metals, Broken Hill
Proprietary, Royal Dutch/Shell,
Japanese consortium

Comalco, Kaiser Aluminium,
Sumitomo

Thiess Dampier Mitsui
Coal Proprietary

CSR Ltd.

Alumax, Broken Hill Proprietary

Aluminum Pechiney Australia

Conzinc Riotinto of Australia,
Atlantic Richfield

Pencontinental Mining, Getty Oil

Alcoa of Australia, Aluminum
Company of America,
Western Mining

Western Mining, Exxon,
Urangesellschaft

(billions
of dollars)

$10.0

5.0

1.7

1.2

1.1

1.1

1.1

0.8

0.8

0.7

0.7

0.7

0.6
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04
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red the objective conditions upon which
developments depended.

In fact, the dimensions of the boom
in energy and aluminium projects, and
the corresponding inflow of foreign ca-
pital, have been so great that harsher
restrictions have had to be placed on
foreign corporations to enable Austra-
lian compradors to secure a stake in the
boom. In late 1980 two important
coal projects, one owned by a consor-
tium of CRA, Atlantic Richfield and
Japanese companies, and the other by
Houston Oil and Minerals and Mount
Isa Mines, a subsidiary of Asarco, were
refused permission to proceed with de-
velopment plans until Australian part-
ners were brought in. Subsequently
the govemment indicated that the 50%
Australian equity rules would be rigidly
applied, an indication that Australian
companies were reasserting their ability
to maintain a strong comprador position.

Australia’s largest corporations have,
in this way, assured themselves of pro-
fitable participation in the expansion
of the resource industries. However,
the evolution of a resource based eco-
nomy has wider implications related to
the attendant modification of Australia’s
position in the world economy. The most
important point is that the expansion
of capital intensive resource industries
is occurring in conjunction with a restruc-
turing of Australian manufacturing in-
dustry. Manufacturing companies progres-
sively are relocating their plants in the
cheap labour havens of South East Asian
free trade zones or, as is envisaged by the
transnational controlled motor vehicle
industry with its “world car” concept,
reorganising Australian operations to
shed their most labour intensive seg-
ments. Employment generated by mining
and capital intensive processing in-
dustries such as aluminium smelting
will be unable to offset the unemploy-
ment and eroded working class living
standards resulting from this structural
change in the economy.

In common with earlier phases of
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Australian economic development, this
transformation from an industral to a
resource based economy is proceeding
under the direction of foreign capital.
From its inception as a British colony
the contours of Australian development
have been dependant upon forces ex-
temmal to Australian control, and the im-
position of a new role follows a histori-
cal pattern of the incorporation of Austra-
lia into the world economy in a changing
sequence of roles dictated by the prevai-
ling interests of imperialism. The mining
boom can be situated as part of the most
recent in a succession of shifts in the
focus of economic activity in Australia,
which has included the transformation
of the economy from its initial colonial
role as a source of pastoral and mineral
raw materials, through to a fully industria-
lised economy, and now to the initial
stages of a resumption of its former co-
lonial status as a supplier of raw mate-
rials to the centres of industrial produc-
tion.
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