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exports, and, at least theoretically, in the 
distribution of taxation revenues among 
the states. The current federal government 
has chosen to follow a policy of "New 
Federalism" which involves both the rhet
oric of small government and a return of 

powers to the states. It has thus chosen to 
play no role in the decision-making pro
cess surrounding the establishment on an 
international aluminium industry in Aus
tralia other than enthusiastic support for 

such developments as evidence of the suc
cess of its policies to improve the climate 

for private (and foreign) investment in 
the economy. 

In the 1980 Liberal Party policy speech, 
Mr Fraser's analysis of the issue was limit
ed to the following curiously incompre

hensible statement: 

"New aluminium smelters and 
mines are already being established, 
along with the associated new 

towns, railways, roads and port fa
cilities. 

The benefits of this will be felt 
nationwide. 

We are not talking about develop
ment's sake. 

We are talking about develop
ment because of what it means to 
people - and it means jobs, pros
perity and security for Australian 
working men and women. 

To achieve all this, we have had 
to trim our sails once or twice, for 
the world is a harsher place than 
anyone expected five years ago. 

But responsible management 
means placing Australia first, not 
once or twice, but always." 8 

A number of government reports were 
produced on the potential of the alumin
ium industry. Many of these simply ac
cepted the assumptions, projections and 

figures of the companies involved with 
little original comment. The most critical 
stances were taken by the Senate Stand
ing Committee on National Resources 
and the Commonwealth Treasury.9 In
these papers a number of problems asso-
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dated with the developments were raised, 
including the issues of whether Australia 
would get a 'fair' return from the re
sources and to whom these benefits would 
be distributed. 

Some of the problems raised included 
the inflationary implications of a high de
mand for investment and infrastructure 
funds, the ability to collect an adequate 
level of taxation receipts, the high degree 
of foreign equity and control, shortages 

of skilled labour and consequent wage 

pressures, appropriate pricing of electrici
ty, the provision of industrial and social 
infrastructure in remote locations, and 
the structural adjustment effects on exist

ing manufacturing industries with a po
tential 'disemployment' of labour.10 Treas
ury solutions to these problems are two
fold. They involved a freeing of capital 
and labour markets to allow efficient ad
justments and ensuring new projects cov
er the full cost of their development in
cluding the opportunity cost of electrici
ty and capital contributions to cover in
dustrial and social infrastructure.11 

The foreign investment problem was 
less susceptible to traditional conservative 
economic policy. New bauxite mines 
come under specific foreign investment 
guidelines, requiring 50 per cent Australi
an equity and voting rights. Alumina and 
aluminium are manufacturing activities 
with no specific equity requirements. 
However, the need to "demonstrate signif

icant Australian equity" 12 before obtain
ing approval has opened the way for a 

number of large Australian companies to 
become involved in the industry. 

The problem of taxation receipts has 
proven equally intractable. Vertically

integrated aluminium producers have ac
cess to a number of concessions available 
to the mining sector as well as the poten
tiality to use devices as thin capitaliza

tion, transfer pricing, and cost-tolling to 
minimize Australian tax liabilities. 13 Even
without deliberate tax avoidance, the mar
keting policies of these companies are 
such that it can be expected that the long 

term price and profit rates are likely to be 
low and there is unlikely to be scope for 
raising significant domestic tax revenues 
from the industry. 14 It was reported in the 

Federal Parliament that during the financi
al period 1973-1979 Australia's main alu
mina-aluminium companies "earned a be
fore tax consolidated profit of 1 G AUD 
but paid only 188 M AUD in company 
tax". This was observed as being well be
low the 46 per cent company tax rate.15 

During the 1980 election campaign the 
opposition Labor Party supported the 
idea of imposing a resources tax on the 
profits of mining and related ventures. 
However, with the current recession in the 
world economy and subsequent mineral 

sector trading losses, interest in such forms 
of taxation has waned. The only forms of 
federal resource tax in Australia at the 
moment are a coal export levy (which is 

currently being scaled down) and a crude 
oil levy on domestic oil discovered before 
1975 sold at import parity prices which 
absorbs a proportion of the 'windfall' 
profits accruing to producers. 

State 

Competition has traditionally been the 
keynote of relations between the Austra
lian States. There has long been rivalry 

between the two populous, industrial 
States, Victoria and New South Wales, 
but now there is also the newer antagon
ism which the frontier States, Queensland 
and Western Australia, feel for the indus
trial states and even more for the federal 
capital, Canberra. The other two States, 
South Australia and Tasmania, and the 
vast, barren Northern Territory, still un
der federal jurisdiction, seek mainly to 
survive in whatever way becomes avail
able. 

Natural resources have been unevenly 
spread throughout the continent with the 
majority of the commercial deposits of 
export minerals - black coal, iron ore 
and bauxite - to be found in Western 
Australia and Queensland, although a sub
stantial deposit of bauxite also exists on 
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Commonwealth power to make laws for 
Aboriginals anywhere in Australia. When 
finally a Commonwealth Bill was passed 
in 1978, the Queensland Government 
converted all reserves into local govern
ment areas. Resistance continued leading 
to the sacking of the elected local govern
ment council and the appointment of an 
administrator.42 Mining of the reserve has 
not yet commenced. 

In the Northern Territory, Nabalco's 
lease on the Gove Peninsula was the cen
tre of a land rights dispute in 1971 which 
eventually led to the 1974 Land Rights 
legislation, rejected by Queensland. Amax 
and associated companies have unmined 
bauxite leases in Western Australia on 
land claimed by Aboriginals.43 

The local Aboriginal community ob
jected to the proposed Alcoa smelter at 
Portland because of potential damage to 
sacred and archaeological sites. After re
jection of their legal attempts to restrain 
the company, a number of Aboriginal 
people moved into a camp established on 
the site as part of the four month long 
protest.44 Attempts to move the camp led 
to the .arrest of 17 Aboriginals, including 
a 14 year old girl.45 In 1982, a Supreme 
Court judge ordered Alcoa to preserve 
five sites in order to protect Aboriginal 
relics.46 By this time, considerable dam
age had already occurred to archaeolog
ical sites and construction was soon to be 
halted by the downturn in the world mar
ket for aluminium. 

Community Action 

The formation of community action 
groups in regions affected by smelter de
velopments has frequently had an envi
ronmentalist basis, although concern 
about the social disruptions accompany
ing rapid developments has also been 
prevalent. 

The first concerted community action 
took place in the Hunter Valley region of 
New South Wales where at the height of 
the euphoria it was proposed to contain 
4 world scale aluminium smelters, 41 coal 
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mines, 7 power stations with a total in
stalled capacity of 9 700 MW and 11 ex
tensive water storage dams in an area of 
less than 4 000 km2

.
47 A united front of 

concerned groups was formed consisting 
of such diverse interests as resident 
groups, environmentalists, unionists, vig
nerons and farmers. 

They have been able to mount a con
certed campaign of publicity and political 
pressure. As such they have had some in
fluence on the New South Wales state La
bor government policies, including the re
vision of electricity tariffs for smelters in 
the area, and recent suggestions to have 
companies make a contribution to the 
provision of social facilities in towns af
fected by their projects. 

In Portland, there were signs of co
ordination appearing among the Commu
nity Action group, environmentalists, Ab
orginals and unionists when construction 
was halted, although here the actions 
were more state-wide than purely local. 
In the Latrobe Valley in eastern Victoria, 
the site or proposed coal mining and pow
er station expansions related to the Port
land smelter and oil-from-coal conversion 
plants, a united front similar to that in 
the Hunter Valley was formed with some 
apparent early success in achieving a more 
carefully planned development of facili
ties in that region. 

As mentioned above, the development 
of Gladstone has been notorious for the 
lack of attention paid to issues such as en
vironmental quality, housing, public trans
port, social and community facilities, and 
local government finance.48 Strong public 
action has achieved some improvements 
although most benefit will probably be 
felt in newer 'boom' areas taking action 
to prevent repetition. of the same mis
takes. Local government representatives 
from Portland and the Latrobe Valley in 
Victoria have all returned from visits to 
Gladstone resolved to take a firmer ap
proach to developments in their own 
areas.49 

Despite considerable activity, success 

in obtaining changes to the environmental 
standards applying to smelters has been 
limited. In Portland the arrest of five pro
testers did not prevent the destruction of 
unique heath land 50 and although the flu
oride emission standard was reduced from 
1.38 to 0.97 kg/t of aluminium, this is 
still above that applying in New South 
Wales (0.73)51 and achievements in the 
USA (0.5)52

• However, the main environ
mental concern relates to cumulative ef
fects of rapid smelter, power station and 
coal mine developments in confined re
gions. Australian evironmental legislation 
takes a project by project approach, mak
ing it difficult to pursue such issues. 

DOMESTIC CAPITALISM 

Local Equity 

As outlined in my earlier paper, 53 the 
framework within which the Australian 
aluminium industry functions has been 
established by the large transnational cor
porations which control the world indus
try. In most of the new developments, 
one of the 'six sisters' has been the man
aging partner. The scale of the proposed 
new developments frequently encouraged 
the formation of consortia and within 
these other sources of capital have been 
able to enter the industry. 

Two other foreign transnationals have 
shown interest in the Australian industry. 
Amax, a large American mining concern, 
at one stage planned a smelter at Lochin
var through its aluminium subsidiary Alu
max. The withdrawal of its Japanese part
ner, controversy over electricity prices, 
and success in achieving a new power al
location in the United States resulted in 
its withdrawal from this project which 
was eventually cancelled when the Austra
lian interest could not find new partners. 
Shell, the large international oil company, 
through its subsidiary Billiton, has a 30 
per cent interest in the Alwest project, 
with a refinery nearing completion and 
poor market prospects and a 40 per cent 
share in the Aurukun lease which is un-
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