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ABSTRACT 

Since 1952, the economy of Jamaica has been dramatically restructured by 

the exploitation of bauxite by four multinational companies, for which Jamaica 

has become in the space of a few years the world's largest producer of the ore. 

Due to the very structure of the Bauxite-Alumina Industry, as weIl as the 

fact of ownership, the enterprise in Jamaica has in a very small way integrated 

with the secondary sectors of the economy. And because of the capital inten

sity of operations, the amount of employment offered by the industry is minimal. 

The purpose of this study is to examine the salient contributions of the 

Bauxite-Alumina Industry to the Jamaican economy. In particular, the study 

hopes to show that the sole major benefit to the economy has been the extent of 

taxes paid to the Government. Given the latter, the study focuses on the his

torical and institutional background that ascertained the "bargaining power" of 

the Government versus the "bargaining power" of the companies in determining 

the tax agreements of 1952 and 1957. 
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1. 

m1'BODUC'l'ION 

S1I10e 1952, J_lca ha. been graduallr t:rana

toraed tro. • predoillnantlr • 8U8ar" export econOIl7 to 

a h1ghlr -1l1dustrlal- 1ÛIl1Dg one. !he transtorutlon 

bas been the haDd1work ot • handtul ot torelgn-ba.ed 

Malt1 •• tlonal Corporat1on., explolt1ng the bauxlte 

reeouroes ot th1. Carlbbean leland. Ot the tour oo.panles 

oper.t1Dg ln J .... l0. three ee.entl.l1r contine thelr 

operatlons to slaple extractlon, whl1e the reaalnlng 

oae proce.se. the ore one stase turther lnto alu.lu.1 

Dlae to the verJ structure ot the ln4uetrJ, 

.s well .s the tact ot torelgD ownershlp the enterprlae 

in J_loa has 111 • TerJ eaall -7 lntegrate4 w1 th the 

eecondar7 sectors ot the econoll7. Purthermore, 4ue to 

the lnherat capltal-intenslve nature ot oper.tlona, 

1 The three oapanles wh10h engage 111 extract10n onlr 
are Aloo., Kaleer, and ReJJ'Jo14s - all ot wbloh are 
Aaerloan. The tourth, wbloh haa proo.ss1Dg tacllltles, 
ls Alcan whlch ls Canadlen. In the late S1xtles an 
agre_ent between Alco. 8I1d the Governaent ot J_lc. 
reellzed the operatlon ot new eluslna plants ln J ... lc. 
b1 ear17 1910' a. 

Alualnu. Ll.1te4 ... aet up orig1nal17 b7 Jlcoa .s • 
aubs141arr ot the U .S. COllpan7 •• r17 111 the 1920' a. Alcan 
_s create4 ae • renlt ot • cout actlon shortlr .tter 
Vorld Var II wblch requlred Aloo. to dlT.St lta.lt ot th. 
ownershlp and control ot lte CaQa41an auba141arr, Alu.lnuli 
Li.lt.d. As ot S.pt.aber 30, 1969. al.oat all ot the 1.5 
.ll11on convertabl. preterred eharcs and 34.1 per cent ot 32.9 
al1110D outatand1ng coaaon abar.s ot Aloan .ere he14 ln 
Canada. 
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the ellPloJllent ottered has been a1l11u1.. The purpoae 

ot thls studJ, theretore, ls to ezaa1l1e the relatlTe 

eeono.le contrlbutlon ot the baD%lte-alualna enterprl.e 

to the dnelopaent ot the J_loan eoonolQ'. Specltloa117, 

the atuq 1) nne7S the oontrlbutlon. as ob.erYH 

tro. econo.l0 lndloators, 2) plnpo1l1ta the area ot 

taz p.,.ents and r07altles a. the crltloal oontrlbutlon 

to the eoonoQ', ,) eualnea the nature ot the 

nesotlatlons between the oOlipanlea and the GoTernaent 

and 4) sets torth the 1D.tl tut 1 oDal and hlatorloal baot

sround that detera1ned the • barsa1nlns power' ot the 

GoTern.ent Tls-à-Tls the oo.panles. 

To s~t tbe baotSround, a dlsoulalon ot the 

theoretloal oo.ta and benetlt. oi forelgD prlTate lnTest

.ent ls ottered tollowad b7 a dlsousslon ot the Mmltl 

Ratlonal Corporatlon, with soae speoltl0 re..rts on the 

nature ot Raltl Hatlonal Corporatlons 1nTolTed ln 

extraotlTe indu.trles. Pollowing the dl80usslon on the 

Maltl Ratlonal Corporatlon. aD lntroduotlon la glTeD to 

the Internatlonal Alua1Dua Industr7 atter wblch prooeeds 

a brlet 1Dqulr7 1Dto the oo.t .tructure ot bauxlte and 

alua1Da. 'l'be .ectloa on looat1DS decl.1on. probe. 1Dto 

the detera1DaDt. ot looattng alualna plant. 111 J ... lca. 

Appendl% Ideals wlth the deteralDatlOD ot 

bon te _el b7 trade unlons. 
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The ti.e horizon for th18 8tUd7 8tretohe8 

toto the nezt deoade (1980), .hile the h18torioal 

ti.e perlod oOD81dered SPaD8 the period froa 1942 

to 1967. 



II. 

COST AND BENEPIT OP PBIV AT! FOREIGN INVESTmrr2 

Prom the standpolnt of natlonal eoonoml0 beneflt, 

the oase for enoouraglng an lnflow of capltal Iles ln the 

fact t~~t an lncrease ln real lnoome of the communlty May 

result trom the act of lnvestment. If the value added to 

output by the forelgn capltal exoeeds the amount 

approprlated by the lnvestor, the retums to the looal 

economy are greater than the retums to the lnvestor. As 

long as fcrelgn investment ralses produotlvlty - all of 

whlch ls not wholly rea11zed by the tnvestor, the greater 

product must be shared wlth others. Thls means some dlrect 

beneflt to other tneome groups" These baneflts May accrue 

to a) domestl0 labour ln form of hlgher wages and 

increased employment, b) domestl0 oonsumers by way of 

lower prlees, c) the gavemment through hlgher tax 

revenues and increased avallablllty of forelgn exchange, 

and d) lndlrect gatns through external eeonomles. 

An lncrease in real wages uy be one of the 

major direot oontrlbutlons of forelgn oapltal. Thls can 

be demonstrated by way of a dlagram, (Refer to Plg. 1) 

2 Much of the following analysls ls based on G.M. Meler, 
Internatlonal '!'rade and Development. and Slr Donald 
McDougall, ·The Baneflts and Costs of Prlvate Investment 
from Abroad·, Economlc Record, March 1960, pp.13-36. 
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tlrst used by Slr Donald McDougall. Although thls 

analysls rests on the assumptlon of pertect competltlon, 

lt ls uset'ul nonetheless tor purposes of 11lustratlon. 

Line GK represents the Marglnal Productlvlty ot capltal 

'"' o 

'ü B 1-------....... 
:l o 
~ ~ ~------+--~" 
~ 

A c L. 

in the capltal-reclplent 

country: (We assume the 

amount of labour tlxed).t 

The ordina, e measures 

marginal product ot capl tal 

and the absclssa measures 

the capltal stock.' If at 

the outset the domestlcally 

owned cap1tal ls AC, total 

output ls AGDe. Assum1ng 

as in Pertect Compet1tlon, 

that protlts per unlt ot 

capl tal equals the marginal 

product ot capltal then ABDC ls a total prot1t on domestlc 

capltal; Total rea1 wages will then be BGD. 

Let there now be an intlow ot torelgn capltal 

CL.' Assuming the sectors ot the economy are 1ntegrated 

total output 1ncreases by CDKL ot whlch CPKL la the 

share of protl ts trom torelgn capl tal; Due to 1ncreased 

5 



Investment,protlt rate on total capItal has fallen 

such that profIts from domestlc capltal ls reduced 

to AHPC • The amount accru1ng to real .ages ot labour 

now constltutes HGK, wlth the Increase ln real wages 

amount1ng to HBDK. Although one would agree that the 

Increase ln real wages ls slœply a redlstrlbutlon of 

Income from capltallsts to wage earners, the fact 

remalns that the real Income ot domestlc factors has 

Increased by the amount of real .ages PDK, glven 

assumptlons of the model. 

A shortage of capltal ln heavlly populated, 

less developed countrles llmlts the eœployment ot 

labour mlgratlng trom the rural sector Into the 

metropolltan sector where wages are hlgher.· Theretore, 

the Inflow of forelgn oapltal may allow the employment 

ot a larger labour toroe as weIl as the above mentloned 

rlse ln productlvlty of a glven aœount of labour. 

Porelgn capItal Inflow may also be the 

cause ot real natlonal galn, where the socIal beneflts 

from employment ln the advanced sector exceeds the 

protlts on the Investmentz the wages recelved by 

the newly employed ln the advanced sector exceeds 

the real wages ln the rural sector. 

6 



Domestlc consumers may also beneflt from 

dlrect forelgn investment ln var10us ways~ When the 

lnvestment ls cost-reduclng in a partlcular 1ndustry, 

consumera are better off by lower productprlces. 

If the lnvestment ls product-1mprovlng or product

lnnovatlng, consumers galn from better quallty 

products or new products.' 

In order that the res1dents of a capltal 

reclplent country beneflt from hlgher productlvlty, 

the overseas withdrawal of the lnvestors must be less 

than the 1ncrease in output. Yet even ln the extreme 

case when almost the entlre 1ncrease ln product1vlty 

flows lnto forelgn proflts, thls requ1rement ls 

satlsf1ed when the government taxes forelgn proflts 

and royaltles,and concesslon agreements constltute 

a large portlon of the total govemment revenue. 

Due to the part1cular motlves of d1rect 

forelgn1nve~tment, the contr1butlon accrulng to 

the reclplent country ls not only cap1tal and fore1gn 

exchange. Managerlal abll1ty, technlcal personnel, 

technolog1cal knowledge and admin1stratlve organlzat10n, 

and innovatlon whlch cannot be asslgned a market 

7 



value, accompany forelgn investment. For example, 

projects lnvolvlng prlvate forelgn lnvestment - as 

opposed to economlc ald - have a way of being adequately 

formuleted end implemented. This means that by the 

example they set, foreign firms may promote the 4ltfuslon 

of technological advancement in the economy through 

new techniques and processes. Domestic enterprlses 

may then emulate the advanced techniques that are 

belng demonstrated. In addition, forelgn lnvestment 

may lead to the training of labour ln new skl1ls, 

whlch it may not have otherwise learned. Labour 

will then b~ of great benefit to the local firms 

in case ot a -brain drain- to domestic enterprise. 

In short, all these contrlbutions are ln the nature· 

of external economies. 

Private forelgn lnvestment may also aot 

as a stlmulus to additional domest1c lnvestment in 

the reclpient oountry. Th1s is llkely through the 

creation of external pecunlary economles. If the 

foreign oapltal ls used to develop the country's 

lnfrastructure, it may dlrectly facllltate more 

lnvestment:. Even lf the forelgn lnvestment ls ln one 

lndustry, lt may still encourage domestlc lnvestments 
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by reduc1ng costs or creat1ng demand in other 1ndustr1es. 

This in turn may lead to a rise in profits and a 

general expansion in these industr1 es. Due to under

developed productive capacity, 1nvestœents in Less 

Developed Countries (LOC), trequently are of a cost

reducing character in breaking bottlenecks 1n production, 

which st1œulates expansion. Siœilarly, foreign 1nvest

ment has considerable sc ope for demand creation in 

other industr1es. The foreign investment in one 

industry can give rise to prof1ts in industries that 

supply inputs to the tirst industry or industr1es 

that produce complementary goods. Investments that 

are product 1mproving or innovating have siœ1lar 

outcomes. A whole serIes of domestic 1nvestœents May 

thus be l1nked to the toreign 1nvestment. 

Aga1nst these benet1ts an assessment should 

be made ot the costs of private fore1gn 1nvestment 

to the recIp1ent country. These costs 1nclude (a) specIal 

concessions offered by the host country, (b) adverse 

effects on domestic savings, (c) deter1oration in the 

terms of trade and (d) problems of balance of payments. 

As a form of encouragement to fore1gn 

enterpr1se, the govemment of the capItal rece1v1ng 
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f, 

country may have to provlde speclal facllltles, undertake 

publlc servlces, extend flnanclal asslstance or subsldlze 

inputs. Tax concesslons may also be offered, but ln 

order no~ to dlscrlm1nate agalnst domestlc enterprlses 

these concesslons may have to be extended·to the latter 

as weIl. AlI these efforts bear a cost, ln as much 

as absorptlon of government resources precludes alternatlve 

expendlture. These costs may be even hlgher lf the host 

government -bends backward- by otferlng extra concesslons 

ln order to secure the capltal 1nvestment. 

An lndlrect cost of torelgn lnvestment may 

be a reductlon ln domestlc savings. Should the torelgn 

lnvestment be hlghly competitive wlth the domestlc 

investment, there may be a reductlon in the protits ot 

domestic industries and thus a redlstrlbution of income 

away trom capital. 

Forelgn investment might also cause the 

reciplent country's commodity term of trade to sutter. 

This can come about tram the very nature of the develop

ment process assoclated wlth capltal lntlow. It the 1nflow 

ot capital leads to an lncrease in the country's rate ot 

development without any change ln the terms ot trade, 

the reclplent country's rate ot growth ot real lncome 

10 



wlll equal the reclplent country's rate of growth 

of output.' If the rate of grorth of output ls greater 

than the rate of growth of lncome, there wlll be a 

deterloratlon of the terms of trade assoclated with 

the capltal lnflow. It ls not too llkely, however, 

that forelgn capltal would cause a marked deterloratlon 

ln the terms of trade.: If an adverse effect resulted 

from a rlslng demand for lmports, restrlctlon could 

be set on lmports.' On the other hand, lf adverse effects 

resulted from a rlslng supply of exports due to prlvate 

dlrect lnvestment ln the export sector, the fall ln 

export prlces mlght restraln the lnflow of capltal. 

Perhaps the MoSt serlous oost of oapltal 

lnflow are those attrlbuted to balance of payments 

adjustments. Pressures on balance of payments may 

become serlous when forelgn debt has to be servlced. 

If the amount of forelgn exchange requlred to servlce 

debt exceeds the amount of forelgn exchange belng 

supplled by the new forelgn lnvestment, there will be a 

reductlon in the capaclty to lmport. And if thls situation 

persists a dlsequl1ibrium will result ln the balance 

of payments of lendlng and borrowlng countries: payments 

of lnterest, dlvldends, profits and amortizatlon on 

foreign borrowings will exceed the forelgn exchange 

flowlng from the new 1nvestment. Th1s constltutes 
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another cost of fore1gn 1nvestment. 

The host country becomes a -mature- debtor 

when the return flow of 1ncome and amort1zation exceeds 

the inflow of new loans or foreign exchange contribution 

of new investments. In order to cope with this sltuation 

the host country wlll have to generate an export 

surplus equlvalent to the net outflow of tunds. Th1s 

requlres a reallocat1on of resources to expand exports 

or to replace imports.' To ach1eve th1s end, the host 

country may have to 1mpose interna! and external 

controls or face currency devaluation.' The adverse 

effects of such measures of external or interna! control 

constitute other costs of fore1gn investment. 
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III 

MULTI NATIONAL CORPORATIONS 

Multl natlonal corporatlons (MNC) May be 

deflned ln slmp1e terms as companles wlth operatlons 

ln several cûuntrles, a1though some wou1d prefer uslng 

the term to denote companles that are truly global ln 

ownershlp and management. The Task Force report on 

Forelgn Ownershlp and the Structure of Canadian Industrx 

dlstlngulshes between three klnds of Internatlonal 

Corporatlons. 3 The flrst ls a natlona1 corporatlon, 

operatlng extranatlonal1y, "lnslstlng on the prlmacy 

of the methods It uses at home, and even of the 1aws 

of the home country.·4 The second ls, ·a multlnatlonal 

corporatlon ln a genulne sense, sensltlve to local 

tradltlons and respectlng local jurlsdlctlons and 

po11cles.-5 The thlrd Is "global, with such pervaslve 

operatlons that It Is beyond the effectlve reach of the 

natlonal po11cles of any country, free to 80me extent to 

3 M. Watklns, et al., Forelgn Ownershlp and the 
Structure of Canadlan Industrz, Task Force Report on the 
Structure of Canadlan Industry, (Ottawa, Queen' s Prlnter, 
1968), quoted ln C.P. Klndleberger, Amerlcan Business 
Abroad, (New Haven: Yale Unlversity Press, 1969), p. 179, 
n.l. 

4 
Ibld. 
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make decisions in the 1nterest of the corporate 

effic1ency alone. ft6 

Whatever the nomenclature, the grow1ng 

1mportance of multinational companies with1n the past 

decade is lndlsputable.' According to 1968 O.E.C.D. 

estimates total direct foreign 1nvestment by corporat10ns 

outs1de their national base amounted to '85 bil110ns.? 

Al thougn an overwhelm1ng share of that ws Amerlcan, 

Japan and Europe accounted for '31 billions. 

Perhaps more s1gn1f1cant than the quantitat1ve 

development of these f1rms is their qualitative 

consequences. One popular vlew ls the t"ear ot" some natlons 

that thelr econo~ies will be overpowered by these 

corporat10ns .. 8 Their sizable cash balances in conjunction 

with progressive el1minat10n of restrictions on capital 

movements, make these companies formidable dec1sion 

6 A d1fferent classification regards corporations w1th 
more than 50 percent of sales abroad as mult1national, 
those between 25 and 50 percent of sales as 1nternationally 
oriented and those wlth 10 to 24 percent of sales abroad 
as havlng signlficant fore1gn operat1ons. Ibid, 

? S. Rose, -The Reward1ng Strategies of Multi 
Nationalism-, Fortune. Sept. 15, 1969, p. 100. 

8 J.J. Servan Schreloer, in The Amerlcan Challenge 
expresses th1s theme in connectlon with the U.S. enter
prise in Europe. He calls the U.S. enterprlse ln Europe 
the Thlrd World Power (after U.S.A. and Russiai. Le D4tl 
Ja'rloata, (Parla. DeDoël, 1961). 
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makera ln the econoœlc attalra ot an lndependent country.9 

The mere slze ot thele companles bas attected 

protound changes ln the - operatlng st)"le and strateQ 

ot the corporatlon •• - 10 Increa81nglr, the word -torelgn-

ls replace4 by -lnternatlonal-, a move that has made 

the -world rather than the natlon state a. thelr natural 

and 10glcal operattng area.-11 

As lt1ndleberger see8 1 t 1 

-The 1nternatlonal corporat1on ha8 no 
countrJ to whloh lt owe8 l07a!t7 aore tbaD 
&nJ other, DOl' &ftJ ooantrJ where It teel. 
oomplete17 at home. It equallzea the retura 
on 1 te 1Dveete4 oapl ta! ln eTerJ CO\Ult17. 
atter adjustmeat tOI' rlek whloh la tree ot 
l170pla that sqe hoae Inveltaent le 
automatlcal17 rlst-tree and aIl torelgn 
1DTestaents are rlaky.-12 

~otber aru or ooncern 11 protl t II&xlalzatlon. 

lt has be. arped that all tlral dealre to II&Xlalze 

9 Moo1'dlns to the EoODoll1at, Oct. 17, 1964, P. 271, 
Olle 1nvestaent d8Ols10n b7 Ro7a! DIItoh/Shell ear17 ln 1964 
aeeas to baTe oauaed a nbatantlal 1Dorease 1Il Brl taln' a 
balance ot PaJaente detlolt. A deol110D ln 1961 b.Y Pord Rotor 
Co., on the other band, atteoted taTourabl7 Brltaln'e balanoe 
ot P&7aenta poa1t10n. 

10 S. Bose. op. olt •• p. 101. 

11 Ib1d. 

12 111ldleberger. op. olt •• P. 182. ID a reoent 11lI'Ye)" ot 
90 U.S. oGapan1ea -w1th eubstantlAl dlrect InTeat.enta, 39 
ot thea .. 1d that, ln 1I&k1ns up thelr capl tal ~dget. the)" 
aade no d1st1Dotlon betw.en tora1gn and doaestlc laYaat.enta 
altematlTas.- S. Bose, op. clt •• P. 190. 
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proflts, and that the capital lmporting country should 

be indlfferent between a flrm as a national enterprlse 

or an affil1ate of a multinatlonal enterprise. The 

latter ls not necessarlly the case, malntalns the Watkins 

Report: "A parent flrm May expect lts sUbsldiary to 

behave in such a way as to maxlmlze the global proflts 

of the multlnational enterprlse rather than the profits 

of the subsldlary ltself.·13 Whlle the interest of the 

host country is in maxlmizlng the efflcient growth of 

the sUbsldiary, the parent oompany May find lt ln lts 

lnterest to 11mlt the subsldlary ln lts deslre to export, 

to impose market sharing arrangements on the sUbsldlary, 

or to lmpose restriotions to buy from affiliates or 

to lmport rather than buy locally. Thus MNC's are not 

simple profl t maxlmlzers.' "They have mul tlple concerns 

and live wlth multlple constraints, refleotlng dlverse 

lnterests wlthln the oorporate famlly and dlffering 

pressures in government ln varlous countrles.,,14 

Wlthln thls background "manipulation" beoomes 

a neoessary tool of the game, ln order to maximlze 

global profits and minimize global tax liabllity. An 

exemple is the "purchase" of ra. materials by a parent 

13 M. Watklns et al. op,· oit •• P. 41. 
14 KindIeberger, op. c1t., p. 42. 
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from its subsidiary:15 Because of its size, in absolute 

terms, and relative to the market in which it operates 

the MNC can substitute transactions within the 

corporation for transactions on the open market. In 

short, it can be a ·price maker- and not a "priee taker."16 

Just as in the theory of private foreign 

investment,it is clear that both economic benefits and 

economic oosts are inherent in the operation of the 

subsidiaries of MMC·s.' The major economio benefit is 

the oontribution to eoonomio growth, while the major 

eoonomic cost is the possible impediments to the 

creation of a more independent national econorny .,17 

Thus the very intlow of inputs that come with foreign 

private investment and create benefits tend to generate 

costs and problems. As an example, while the lntlux of 

senior personnel trom the parent company provtdes 

valuable assets and lmportant skills tor the operation 

of the subsidiaries lt also may reduce incentives for 

the local personnel to develop such skllls. 

15 As another example ln order to keep money costs down, 
the MNC will take advantage ot low interest rates ln one 
country ln order to supp1y the capital neoessary ln hlgh 
interest oountrles.' 

16 Klndleberger, op. cit •• P.' 30 
SUbsid1ar1es oan be 1nstructed to set hlgh prlces on 

intra-company transfers to hlgh tax countrles, and set 
10w priees on the transters to 10w tax countrles. 

17 Ibid., p. 40. 
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Multl Natlonal Corporatlons are known to 

employ local people ln the lower levels of management 

ln thelr subsldlarles - often due to laws requlrlng local 

employment.' But the evldence shows that when 1 t comes 

to hlgher levels of management local personnel are 

bypassed for lmported managers. 

Another lndlrect cost seems to arlse from the 

tact that ownershlp and control of a subsldlary ls under 

the domaln of the parent company.18 Thus,otten the 

parent company ls the sole stockholder ot the subsldlary, 

exercls1ng eff'ectlve control over the decls10ns of the 

subsldlary.' Obvlously MNC's are reluctant to dl1ute 

ownershlp by lssulng shares locally, a move that would 

make control over the subsldlarles dltrused, as well 

as extend some ot the -rent- to the resldents ot the 

host country.' The host country's lnterests, however, 

are in jolnt ventures or llcensing agreements. The latter 

may serve to keep domestlc tlrms in existence whlle 

creating new lnitlative tor domestlc entrepreneurs. 19 

The tact that the subsldlary ls not a dlstinct 

18 Unllke some corporations where ownership and control 
are dlvorced, the former being the do ma in of stockholders 
whlle the latter the responslblllty of management. 

19 Some maintain that it the corporatlon dld encourage 
local ownership ot the parent company by selling its shares 
on the natlonal exchanges, -lt would stand to be accused 
ot tostering perverse movements of capltal.-, S. Rose, 
op.' cl t .. p.' 162. 
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entity separate from lts parent can create problems 

in the area of tax and custom affairs of the host 

country." Since transactions between the parent and its 

sUbsidiary are intra-company transfers,conslderable 

scope for arbitrary valuation ls aval1able, hence posing 

special problems on the tax officlals. The matter ls 

turther complicated when the parent does not conslder 

the subsidiary as a separate entity for publlc accounting 

purposes and therefore will be reluctant to issue 

separate financia1 statements for the subsidiary. This 

ls a serious obstacle to the host country government 

both from the standpoint of availabl1ity of pUbllc 

lnformation and,more cruclal than that,the dire need 

for a knowledgeable basis for government to carry out 

matters of pUbllc policy. 

This leads us to another area of dispute, 

one that may weIl be ln some countrles +'he most serious 

namely, the degree of power and affluence of the MNC 

vls-s-vis the host country. Often the government of the 

host country has less expertlse at its d1sposaI than the 

MNC's with whlch lt has to deal. Vlth size and economic 

power these flrms are no longer subject to the disclpllne 

of the market. Instead they transcend the market forces 

and act as autonomous dec1s1on makers. ln particular, 

the large corporat1on can have s1gnlf1cant influence 

ln sbap1ng law and po11cy, and therefore exercise 
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polltloal l.paot, as _ell as eoono.l0 l.pact. When 

torelgn ownershlp beoo.es so pervaalve the eoono., ot 

the host oountl'J U7 take on a dependent oharaoter, to 

the extent that lts natlonal soverelgnt7 and lndependence 

are endangered. 19a 

The s .. e 11 true wben legal jurlsdlotlon ot the 

ho.e ocnmtrT and the oountl'J ot orlg1D contllot. In Roh 

a case the hoae oountry a&7 have to concede lt. rlgbtl, lt 

lt 18 operating tro. a weak bargalning posltlon. In the aboYe 

sltuatlon, there will be a ne. lte. ln the oo.t ot torelgn 

capltal. 

In brlet, we note that the operatlon. ot the Mnltl 

Ratlonal Corporatlon ralse a nu.ber ot questlons and 

11sues that eoonoaio theol'J does not Adequatel7 &nl_er. 

The fUJC al.o brings lnto tooua soclal, polltloal and 

organlzatlonal proble.. -- suoh as thole alluded to ln the 

toregoing -- wbloh 08l'.ll0t be anal7zed ln pure17 • eoonOl!lo

teras. An7 sl~le oo.t-benetlt anal7s1s would theretore 

luve out Roh 1te .. al -doa1natlon-, -dependenoe", and 

-allenat1on- tor wbloh there II DO Itan4ardlzed aarket Talue. 

Thll le •• part1oular17 to be the oue *en the 

IUIC operatee ln m extraot1Te 1ndu.tl'7. Por IGa#! deca4ee 

there bas e%1lted the popular notlon that extraot1Te 

19a See S. BJaer, -!he Ettlo1eno7 (Contradlot1ons) ot 
Ralt1natloaal Corporatlons- The Aaerloan EoODoa10 BeTle., 
Papere md Prooeed1Dg., Vol. LX, Ro. 2, (Li 1970),pp. 447-8. 
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lndustrles are an enclave unrelated to the remainder 

of the economy. As we shall see ln thls study, the 

case ot the Jamaican Bauxite-Alumina Industry seems to 

support this notion in one sense. Due to the capital 

intensity of most extractive operations (i.e. bauxite, 

copper, 011) the ratl0 of labour to capltal is quite 

small. For thls reason the possibility of alleviatlng 

any great unemployment in the LDC's is rather llmited. 

And so far as the operatloDs of these lndustries ln the 

LDC's ls limited to minlng and not retining, the 

linkage etfects on manutacturing industries wlthin the 

economy are virtually non-existant. Where retlning 

does take place in the LOC, in so far as most inter

mediate inputs for the reflnlng process are imported, 

(as is the case in the Bauxite-Alumina Industry of 

Jamalca), the MNC involved in the extractive and reflning 

operations ls largely lndependent from the productlve 

structure of the rest ot the economy. 

In another sense however, the tact that the LDC 

depends on revenues derlved trom the extractive 

industries, and often desires to greatly lncrease its share 

of those revenues (especially when the industry is the 

principal export earner ln the LOC - such as the Bauxlte

Alumina Industry ln Jamalca) can ln tact make the policles 

atfectlng the extractive industry vital instruments ln the 
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carrylng out of government goals and expendlture programs. 

What the govemment wlshes ln terms of tax 

revenues however, rarely colncldes wlth what the MNC 

ls willlng to offer. Indeed, thls ls where bargalnlng 

strength of one versus the other ls of paramount lmportance. 

Ot the MNC's operatlng ln extractlve lndustrles ln reoent 

tlmes, those assoclated wlth alumlnum perhaps more than 

elther copper or 011 have been lnvulnerable ln thelr 

relatlons with the less developed countrles. Raymond 

Vernon explalns thls phenomenon partly by dlfterences 

ln the startlng condltlons of the alumlnum and copper 

lndustrles: -From the flrst the maln barrler to entry 

ln the copper lndustry WBS at the mlnlng stage, whereas 

the maln barrler to entry for aluminum WBS at the 

reflnlng stage, Alumlna producers theretore, bargalned 

wlth forelgn governments trom a poslt10n of greater 

streDgth.-2°Another reason for the lnvulnerabll1ty of 

alumina producers versus copper producers, though both 

are concentrated at the pr1mary and crude tabrlcat1ng 

level, cla1ms Vernon, has been the h1gher concentrat10n 

ot the alum1num 1ndustry and the larger 1nstallat10ns 

and more cap1tal lntens1ve facll1tles lt requlres. 21 To 

th1s general explanatlon must be added that the alum1num 

20 B. Vernon, -Pore1gn Enterprlses and Develop1ng Nations 
ln the Ra. Materials Industr", The American Economie Beview, 
Vol. LX, No. 2, May 1970, p. 124. 

21 Ibld. 
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induôtry being a young industry, relative to the copper 

industry has experienced and is experiencing a rapid 

rate of technological change, while the copper industry 

seems to have tread the path of rapid technological change 

decades ago and its technology now is more avallable to 

outsiders. 

Another dlfference between MNC's operatlng ln 

manutacturlng and mining industries arlses from the 

followlng baslc tact. Unlike manufacturlng industrles 

in LDC's where the good that is produced either directly 

satisfles the local market demand or ls supplied to the 

other surrounding markets, mining lndustries in LDC, by 

and large, satlsty an external -derived- demand: their 

products are not meant to satisfy the local market but 

to supply the home industrial market. Thus in the case 

of mining industries there exists a -dependence-, a 

situation in whlch the economy of the home country is 

condltloned by the development and expa~81on of another 

economy or economles. T. Dos Santos explains this form 

of dependence as follows: 

-When some countries (the dominant ones) 
can expand and be self-sustaining while 
other countrles (the dependent ones) can 
do thls only as a reflection of that expansion, 
whlch can have elther a positive or ne~ative 
effect on their lmmediate development. 22 

22 T. Dos Santos, -The Structure of Dependence-, 
American Economlc Review. Vol. LX., No. 2, May 1970, p. 231. 
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In thls context lt ls also seen that a hlgh 

rate of depletlon of raw materlals by MNC's, dlctated 

by the whlms and demands of metropolltan centres poses 

serlous threats to the very exlstence of the lndustry 

ln the LDC. From the natlonal polnt of vle. more local 

processing ot the ore and less rapld dlrect minlng 

and exporting would not only lengthen the llte ot the 

lndustry but may weIl yleld greater lncome through the 

process of addlng value to the ore.23 

In the followlng chapter, we shall begin 

by faml1larlzlng ourselves wlth the Internatlonal 

Alumlnum Enterprlse, after .hlch we shall tocus our 

attentlon on the lndustry ln Jamalca. 

23 For example, in Jamalcs slnee the local payments 
per ton of bauxite ore processed lnto alumlna ls three 
tlmes the local payment per ton of ore exported, the same 
loeal payments could be ylelded by produelng and proeesslng 
1/3 the level of exports. See Chapter IV, -Gross Output-. 
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THE BAUXITE-ALUMINUM ENTERPRISE 

As the product of an advanced technology 

long protected by patents and other measures the Bauxlte

Alumlnum Industry up to World War II, was tlghtly 

dominated by a handful of flrms, who had access to the 

technology, and were often natlonal monopolles. The 

latter fact, meant among other things the absence of 

competitive pressure to seek out lowest-cost production 

sights on an lnternatlonal level. Furthermore, the 

smaller scale of the industry and nearby markets, as 

well as protective tarlffs made the home institutlonal 

environment not only satisfactory but qulte beneficial. 

A number of factors have altered this 

pattern. The industry since the Second World War, has 

been sensitive to lts own process of growth responding 

in unprecedented ways. Changes ln sources of bauxite 

supply have more than any other element dlctated major 

shifts in location of production. As known reserves 

tend to be located in less industrialized countries 

the lndustry has become a global enterprise because 

of its lnfiltration wlthin these areas, giving blrth 

to the typlcal complications of the ·metropolitan-
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hinter18lld· PhenOlRenon.23a In partloular, the dOIl1nant 

oomplloatlon, wbloh otten atteots looatlon, bas been the 

deslre on the part ot developtng countrles tor local 

prooesstng ot one sort or another. 

'fecbnologloal ohanges ln the industrr hall been 

another factor. I.prove4 teohrlology .attects the indust!7' s 

lnputs ot oapltal, labor, and ra. uterlals as .ell as the 

aU 1mportant power requlreaenta. Teobnologlcal ohange a1so 

attecte the lndust!7's logl.tlcs. Tbeae deYelop.ents thua 

lR87 have had lœport~t lap11catlons tor looatlon. 

The changtng slze and looat1on ot the llarket tor 

alura1nua have bem other major intluences on locatlon. 

As llarketa have gro.n and expanded, the questlon ot whether 

to oontinue to prodaoe the .etal do.eatloal11 bas heoome 

lIore and more obvlous. 

!slde trom the toregolng torces on the .arket, 

the struoture ot the ln4ustrr haa undergone uterlal 

ohanse since tbe Second Vor1d Varl natlQnal lIODopo11es 

bave tended to break 1nto a speotrull ot ollgopollea. 

'!'he lforth .AIIer1oan tlraa, tor e%up1e, 

a,. 
Tbe oo.p1ioatlons arlatas out ot the dlvergent 

1Dtereats ot the aetropo1l tan goTern.enta who de.lre to 
eBtabl1ah torelgn sources ot oheap ra. llater1al eupp11 and 
the hinterland 8Oonoales who reaent to he aub3eoted to the 
exploltatlon ot the aetropo1ltan centres. Por turther 
detal1 aee, K. Levltt and L. Beat, Externa1l1-Pro~elled 
Growtb end InSftrlallHtlcm 1D the CaribbeaD, ( publlahed), 
Vol. l., ·~8. pp. 14- • 
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emerged from the War increased in number and size, 

with the1r attent10n and resources turned to the 

outs1de world. European firms also recogn1zed the need 

for greater flex1billty outside the1r base and they 

too have focused abroad. In short, there has been a 

signif1cant change in the climate of the Industry 

wlth the coming of greater awareness and sensitivity 

to the possibilit1es exlsting outside their home 

countries. So much so that, it is less and less 

appropr1ate to identify the major firms by nat10nal 

labels and more and more accepted to refer to them as 

Hult1 National Corporat10ns. 

Outside the Communist block a small handtul 

of major North American and European f1rma own Most 

of the known baux1te deposits, produce most of the 

world's alumina, smelt Most of the metal and fabrlcate 

a major share of that whlch ls produced.,4 These 

companles wh1ch have great financial power and operate 

on an 1ncreas1ngly international scale May be rlghtfully 

termed Mult1 N~tional Corporations. They are fully 

1ntegrated firms, holding strategie positions in the 

Industry from ra. materials to market1ng, as weIl as 

G't :;). ~ruoaKer, '.L'renns ln 'tne WorJ.n Alumlnu~ Industry, 
(~'tlmore: Jonn rlopKlns Press, 1967), p. ~~. 



ma1nta1n1ng extens1ve research, sales and advert1s1ng 

departments. Of these major corporat1ons four are 

North Amer1can, wh1le the other two are European by 

or1g1n.' The North Americans which are glants among 

the six Multi National Corporations comprise Aloan, 

Alooa, Reynolds, and Kaiser.' Péohiney, Frenoh-based 

and now aotive in the European Economio C,ommunity as 

well as the international arena, and often oonoeded to 

be among the teohnioal leaders of the industry, is the 

fifth oorporation. 25 Comparable to Péohiney 1n size, 

Alusuisse, the other major European firm, ls the only 

one of the blg slx that does not have a predominantly 

national base for i ts operations.' This SU1sse flrm wl th 

\'11de lnterests seems to be a ·Multi Natlonal· flrm 

par exoellenoe." 

These major oorporat1ons owned some 85 peroent 

of non-Sovlet smelting oapaolty 1n 1964, an impresslve 

share of the world' s lndustry.,26 Outslde of the major 

six, there are in exlstenoe a number of smaller flrms, 

whose operations are usually restricted to domestlc 

sales and whioh are often dlvislons of large diversifled 

flrms. Of these soma are more ambitlous than others, 

often trying to imltate and sometlœes resembllng thelr 

25 Ibid., p. 107. 
26 Ibld" p. 108. 
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large competltors in controlling their own bauxite and 

alumina supplies. Yet their degree of influence in 

global decls10n maklng ls llmlted and thelr effect on 

the lndustry as a whole, mlnute. For this reason their 

lmportance as a force in the market May be 19nored. 

With thls brlef introduction to the 

lnternatlonal industry, ln thls chapter we wish to focus 

our attentlon on the operations of 1he lndustry ln 

Jamalca.' A brief dlscussion on location of alumlna plants 

in Jamaica wlll be followed by an lndepth look at the 

economlc effects of the bauxlte-alumlna enterprise on 

the economy.27 The underlying query throughout thls 

section will be to examine the extent to whlch the 

enterprise has beneflted the economy. The emerglng pro

position will be that the alumina bauxlte enterprlse, due 

to lts very structure, has had limited development lmpact 

upon the Jamalcan economy. In fact, the sole major benefit 

has been the taxes paid to the Jamaican Government. 

To substantiate the proposition, we shall briefly look 

at the structure of bauxite and alumina, and notice 

ln particular that in alumina production, where 

there could be a considerable -local- share of 

27 Information on which this section is based comes 
principally from N. Girvan, -The Jamaican Bauxite Industry
in K. Lev1tt and L. Best, Externally-Prooelled Growth and 
Industrialization in the Caribbean, (Unpublished, Vol: IV, 
1969) and H.D. Huggins, Aluminum in Changin~ Comm~nlties, 
(London: André Deutsch & Company, 1965). 

29 



lntermedlate lnputs, the mater1als are mostly lmported, 

thus not rea11z1ng the mult1-faceted effects on the 

development of local 1ndustries. As for bauxlte we shall 

note an absolute 10W percentage share of lntermedlate 

1nputs ln value added. 

Jamalca ls s1ngled out and exam1ned not only 

because of the large slze of the lndustry, but also 

because 1t typlfles and ll1ustrates the role of the 

fore1gn oasen n~gnly complex Bauxite-Alumina Industry 

ln the Carlbbean, and hopefully makes posslble an 

appralsal of the net contrlbutlon 10 the economlc 

development of thls lsland by the lndustry. Throughout 

thls chapter we shall treat as protagonlsts both the 

Amerlcan and the Canadlan companles operatlng ln 

Jamalca. We shall however seek out in partlcular the 

role of the Canadlan flrm (Alcan) where posslble. 

The tlme horlzon for th1s chapter stretches to 1967, 

although references are made to events after that 

date to the present (1970). In fact, our outlook may be 

sald to extend lnto the next decade, beyond whlch the 

future becomes too hazy to affect current trends and 

decls1ons. 
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The Industry in Jamalca 

Since 1942, bauxlte has beco~e increaslngly 

a major source of lncome-creatlon for the Carlbbean 

economles. The Bauxlte-Alum1na Industry llnks up wlth 

a number of other lmportant lndustrles, chlefly transport 

and constructlon, chemlcals, and electrlc power. The 

lncome created by the var10us stages of processing and 

manufacture 1s substantlal and the growth rate of the 

lndustry ls expected to be at least twlce the growth 

rate of total output in North Amerlca and Western 

Europe.28 

The Caribbean Bauxlte Industry supplles 

9/10 of the raw materlal needs of the a1u~lnum lndustry 

of North Amerlca, whlch ln turn produces 50 percent of 

the world alumlnum output.29 The output of the bauxite 

lndustry prov1des therefore important, lf not strateglc, 

lnputs into the metropolltan lndustrial complex, malnly 

that of the North Atlantic. 

The capital for the Baux1te lndustry ln 

Jamaica came largely fro~ three North A!!lerlcan aluminu:n 

flrms that establlshed mining operat1ons in Jamalca. 

28 N. G1rvan, The Car1bbe~_pau~lte Industry, 
(Institute of Soclal and Econom~ Research, University 
of West Indies, 1967), p. 1. 
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These were Kalser Bauxite Company, a subs1d1ary of 

Ka1ser Alumlnum; Reynolds Bauxite Company, a sUbs1diary 

of Reynolds Metals Llm1ted; and Alcan (Jamalca) Llmlted, 

a subsldlary of Alumlnum Llmlted of Canada. In 1964 

Aluminum Company of America became the fourth firm in 

the Jamalcan industry. 

Although Alumlnum ore ls the Most abundant 

Metal ln the earth's crust, it contains combinations 

of Oxygen, Silicone, Iron, and Titanium. Since 

traditlonal smeltlng methods used for older metals 

(lron and copper) was not sultable for Alumlnum, 

an economlcal method of extractlng the Metal from 

lts ore was the obstacle to large scale commerclal 

productlon of Alumlnum untl1 recently. Two processes 

whlch were developed almost slmultaneously ln 1886 and 

later perfected removed that obstacle: the -Bayer

method and the -Hall-Heroult- method.:30 Both methods 

are used throughout the lndustry. 

The productlon of Alumlnum 18 essent1ally 

carrled out ln three stages. The flrst stage lnvolves 

the minlng and drylng of the ors. In the second stage, 

beneflcatlon, aluminum oxlde (alumlna) ls chemlcally 

separated from the ore by washing lt wlth hot caustlc 

30 D.n. Wallace, Market Control in the Alumlnum Industry, 
(!fa.rvard, 1937). 



soda. In the thlrd stage, smeltlng, the metal ls 

recovered electrolltlcally. For this stage massive 

and cheap supplles of electrlc power are requlred. It 

ls estlmated 20,000 kilowatt hours of electric energy 

are required to produce one short ton of alumlnum. 31 

From this stage molten alumlnum is cast into the form 

of 19nots to be used commercially. The existence of 

these stages has meant that vertical lntegratlon of 

the firm ln the industry has proved partlcularly 

valuable. Horizontal and backward lntegration, in 

acquiring or constructing facl11ties to supply the 

production of alumlnum was to play the major role 

since the early days of the firme Similarly, forward 

integration for the firms into fabrication had a 

considerable role to play in the securing of markets. 

The operations of the American co~panies 

in Jamaica are primarily confined to the first stage,32 

whlle the Canadian Company, Alcan, undertakes the second 

stage as weIl, processlng the mined ore almost entirely 

lnto alumina. The carrying out of the th1rd stage in 

31 R. Palmer, The Jamaican EconoAY, (New York: Praeger, 
1968), p. 20. 

32 In the œid Nineteen Sixties, U.S. firms concluded 
a ser1es of agreements with the Jamaican Government to 
build new plants by early 1970, in order to accommodate 
the hlgh rate of growth of demand for alum1nu~. 
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Jamalca was ruled out due to the lack of economlc amounts 

of cheap electr1c power required. 

One important characterlst1c of the alumlnum 

industry ls the large increase ln value added at the 

varlous stages of processing. Cons1der the following: 

the 1961 output of Bauxite ln the Western World is valued 

at some ( 60 mil110n and in thls the Caribbean has a 

domlnant role - 58 percent of value added. The value 

added for the manufacture of alum1na from Bauxite ls some 

! 150 mlllion or nearly three times the value of output 

of Bauxite. Ln ~he second stage, the Caribbean partlc1pates 

only to a mode st extent: 12 percent of value added. The 

value added in the thlrd stage - productlon of alumlnum 

ls some i ~70 million ln which the Carlbbean does not 

partlclpate at all. 33 

Indeed Katrln Norris has argueâ tnat, 

..... if aIl four companies were to proâuce 
alumina or better stlll, 1f they could be 
persuaded to form a consort1um and jo1ntly 
operate a smelter on the lsland, most of the 
lncome generated ln the proâuction of aluminum 
would be earned by JSiluilcans ana. tsaux~ t.e COltiU 

highly benefit the people whose land ls lts 
source." 34 

33 ~uggins, ODe cit., p. 11. 
)4-

~uoted ln R. Pal~er, op. cit., p. 20. 



Cost Structure of Bauxlte 

Bauxlte ls qulte lnexpenslve to mlne. Open 

plt mlnlng methods for the ore under favourabla condltlons 

permlt productlon under $2 per ton, exclus1ve of trans-

portatlon. Washlng and drylng are also lnexpenslve 

operations. It ls estlmated that the cost of mlnlng 

and drylng of bauxlte ranges from $1.75 to $4.50 per 

ton. 35 The cost of drylng ln general depends on the 

dellvered cost of fuel. 

Considerlng that up to three tons of bauxlte 

ls requlred for the productlon of one ton of alum1na, 

the shlpplng cost of bauxlte ls the most important single 

cost ltem ln the total cost of the ore de11vered to 

the alumlna plant. Although the cost of shlpplng has 

decreased rapidly wlth the use of very large shlps, 

the necesslty of deep water docks for large shlps and, 

in the absence ot such docks,the need for loadlng to 

or unloadlng from barges lncreases the shlpplng blll 

attrlbuted to bauxite. The shlpplng cost of bauxite 

to alumina plants varies wlth slze of the ship ~~d 

quantlty as well as terms of sh1pping charter. Some 

of the reported shipping costs of bauxlte are shown ln 

Table l • 

35 3r~baker, op. clt., p. 149. 
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It is obvious that transportation oosts oan 

be minimized by looating alumina plants nearer to 

the ore. The fixed investment for the development of 

a bauxite mine varies wlth the size of operation, 

drying and benefioation faoilities, stook piling, 

do ok and ship loading faoilities and housing requirement. 

This investment is estimated in the order of $15 to 

$20 per ton for a million-ton-per-year mining operatlon. 36 

Due to the taot that bauxlte is mlned and 

oonsumed almost exclus1vely by the alumina oompanies, 

it is diffloult to know how aocurately prioe refleots 

oost. It oan only be estimated that the oost range 

of bauxite delivered to the alumina plants is between 

$2 and 115 per ton. 37 The cost of $2 per ton ls for 

bauxite prooessed near the mine and the Ils ls for 

baux1te shlpped to remote areas. Brubaker assumes that 

if 4-6 long tons of baux1te are requ1red to obtaln one 

long ton of the Metal then the total oost of the 

requlred bauxite ls oommonly under 150 or less than 

10 peroent of the oost of the metal. 

36 A. Karim, -Eoonomies and D1reotional Growth in the 
Aluminum Industry~ in AIME, Proeeedlngs Economl0 Counall, 
(New York: 1968), p. 266. 

37 lb ld. 
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TABLE l 

EST Iro1ATED COST OF DELIVERED BAUXITE FER TON TO 
DIFFERENT LOCATIONS, IN U .S. DOLLARS 

PRO!1 TO DOLLARS PER TON 

Jamaica Jamaica 1.65 

Jamaica Texas 2.25 

Surinam Texas 7.00 

Surinam Holland 6.50 

British Guyana Québec 9.00 

Australia Gulf Coast U.S.A. 4.25 

Source: A. Karim, "Economies and Directlonal 
Grolorth in the Aluminum Industry·, AUiE, 
Proceedings, Economie Council, (l';elol 
York; 1968), p. 270. 
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Cast Structure of Alumina 

Alumina is produced almost entirely by the 

aluminum firms, who use the entire amount for the smelting 

prooess, though some small amount is sold on the open 

market for other purposes. 

The prinoipal elements of oost are oapital 

oharges and bauxite; Up to three tons of bauxite and 

three-quarters of one ton of other raw materials enter 

an alumina plant for the production of one ton of alumina. 

The shipping cast of the other msterials is not 

signifioant enough ta influence location, but the 

shipping cast of bauxite, being the most important 

single item of production cast, May be a major influenoe 

on location.' 

Brubaker estimates capital oosts between 

'12-'17 per ton of alumina at 10 percent rate of return 

on a 20 year life of a plant. The figure would be higher 

for a plant in a less developed oountry.38 

!side from capital costs and cast of 

transport of bauxite, the other expenses of produc1ng alum1na 

38 Brubaker, op,· cit" p. 152. 
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do not prlnclpally affect locatlon, Fuel, steam and 

utl1ltles amount to $6 per metrlc ton whl1e caustlc 

soda runs up to $3 per metrlc ton,39 Caustlc soda can 

be made aval1able locally at much lower cost provlded 

cheap power ls aval1able, When there ls a demand for 

the chlorine byproduct of the caustl0 productlon plant, 

local processing becomes even cheaper.40 

Maintenanoe costs would probably be hlgher 

ln less developed areas, whl1e fuel costs should not 

dlffer appreolably.~ Labour lnputs may cost less per 

unlt ln less developed oountrles, but lt ls 11kely 

that more such unlts may be requlred to compensate 

for the lower productlvlty, at least ln the early s~ages 

of productlon. 

In the study made by Peter Stern (See Table II ) 

ltem (6) and (7) whlch lncludes fuel, admlnlstratlve 

and mlsoellaneous costs (whlch are costs of caustlc 

soda, ash, 11me, starch and fl1ter oloth) respectlvely, 

amounts to $13.62 for Jamalca locatlon ot plant. This 

amounts to roughly 1/3 of total co st of inputs, and 

39 Estlmates ot U.S. Bureau of Mines, c1ted ln 
Brubaker, Ibld., p, 152, 

40 A, Kar1m olaims lt may be cheaper by 50 percent 1n 
-Economics and Dlrectional Growth 1n the Aluminum Industry·, 
op. c1t., p,' 271. 
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roughly 2/5 of the total co st of inputs without the 

suspended $5 tariff. It is widely accepted that such 

inputs as those covered by item (6) and (7),except 

for some administrative inputs,can be purchased 

locally.' As we shall see in the following section 

(under -Gross Output-) in detail, almost all of the 

good inputs necessaryfor the alumina process are 

imported. As for bauxite mining,the bulk of the 

intermediate inputs consists of services which are 

not transferable and thus supplied from the local 

economy.' But due to a low share of intermediate inputs 

in gross output the overall effect is not appreciable. 

Thus we shall see the Bauxite Alumina 

Industry is marked by an extremely low degree of 

integration with the commodity producing sectors: 

The bulk of the local purchases is attributed to 

building construction and transport industries. 
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Locating Decisions 

Huggins gives four possible reasons for 

the decision of the U.S. firms not to locate alumina 

plants in the Caribbean until very recently: 

Costs: The extra capacity in alumina plants at home 

(U.S.) would appear at first to explain sufficiently 

why the U.S. firm would not contemplate location of 

alumina plants in the Caribbean, but on this question 

Reynolds of Reynolds Aluminum mentioned ·because of 

its peculiar chemical and physical properties, 

Jamaican ~uxite cannot be processed economically in 

existing alumina plants.· 41 (Jamaican Bauxite 1s of 

inferior quality to that of Guyana): The real fact 

seemed to be, however, due to the U.S. Government's 

wish which manifested itself in hidden forms of 

subsidies offered to the firms as well as 1n undercut 

fixed costs in the acquisition of new plants. Reynolds 

and Kaiser were to acquire aluminum plants from the 

govemment at extremely moderate priees. In reference 

to the govemment subsidies of the 40's and 50's, 

Huggins emphatically remarks that the point should be made: 

41 Huggins, op. cit" p. 44. 
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••••• 'at the highest level ••• of the harm that 
had been done to the Jamaican economy by the 
action of the U.S. Government; Th1s act10n 
(subs1d1z1ng) had made it h1ghly improbable 
that the U.S. compan1es ••• would establ1sh 
extract10n in the Car1bbean.' The harm has 
been proved a lasting one because the more 
set the pattern became, the more res1stant the 
change grew. - 42 

In reference to var1able costs, however, a 

carefully documented study by Dr. Peter Stern showed 

the following. In a compar1son of costs for hypothetical 

plants, in Jamaica and at a port 1n U.S. at the Gulf 

of Mexico, he found (reter to Table II ) an advantage ot 

14.58 per ton for aluminum processed 1n Jamaica relat1ve 

to that processed st a Gulf Coast Port. 

Tar1ffs: In 1956 when Stern carr1ed out h1s 

calculat10ns on the relat1ve cost of ,manufacture of 

alum1na in the U.S. and Jamaica, there was 1n force a 

tar1ff amounting to '5;00 per short ton of alum1na 

1mported 1n the U.S. This tariff has been suspended 

since, so that the ditferential would be 1ncreased by 

'5.00 to 110.58 - some 20 percent lower var1able costs 

on alum1na manufactured in Jama1ca versus Gulf Coast Port. 

42 Ib1d,', pp. 55-56. 
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"'. 5. 
6. 
7. 
8. 

9. 
10. 
11. 

TABLr: Il 

ESTHtATED 1956 COMPARATIVE 
VARIABLE COSTS OF PRODUCING 

1 SHORT TON ALUI"1INA, IN U. S. DOLLARS 

Location of Plants 

U.S. Gulf Coast 

--1------------
cost of Jamaican Bauxite I! 14.21 
Transport of Bauxite to Alumina 
Plant 1 10.ee 
U.~. ~ort Charges G.~U 
U.~. uuty on tlauxite \~uspenaea) 
Labor 
Fuel 
Administrative and I>Iisc. Cost 
Transport to Gulf Coast Reduct. 
rIant 
u.s. Port Char~es 
V.S. Dut Y on Alumina 
Variable Cost of Alumina 
Delivered at the Gulf Coast 
Plant 

5.-40 
3.10 
9.00 

45.49 

Jamaica 

14.21 

2.70 
4.62 
9.00 

3.38 
1.00 
5.00 

39.91 

.'3ourcc: !{.D. Huggins, Aluminum in Changing Communities, 
(London: André Deutsch, 1965), p. 46. 



The concluslon ls that the lower varlable costs dld 

not recelve the welght expected in the decision of the 

U.S. firms. 

Taxation: Under the United States Tax Law 

miners of bauxlte are allowed an annual deductlon of 

23 percent of the gross lncome derlved from mining 

lf the mlneral ls drawn from deposlts ln the Unlted 

States. If the deposlts are not ln the U.S. the depletlon 

allowances on groas lncome ls 15 percent. A U.S. company 

mlnlng bauxlte ls entltled to a depletlon allowance 

whether the bauxlte la mined wlthln or without the 

U.S. If, however, the mlneral ls mlned abroad by a 

forelgn company whlch does not pay any U.S. tax, there 

ls no depletlon allowance.' It would seem that depletlon 

allowances restrlcted as they are to mlnlng operatlons 

are unl1kely to have a posltlve effect on the location 

of alumina plants. 

Pollt1cs: United States lnvestors have had 

many exper1ences abroad to 11lustrate the r1sk wh1ch 

thelr 1nvestment run&Nat1onallst Movements are 

partlcularly regarded with hesitat1on: 1t ls almost 

certa1n that nat1onal1st movements abroad caused U.S. 
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1nvestors to pause to assess the s1tuat1on. Nonetheless, 

U.S. pr1vate 1nvestments 1n the Car1bbeGn cont1nued, 

1nd1cat1ng that pol1t1cs were not regarded as the 

11m1t1ng factor prevent1ng the locat1on of alum1na 

extract10n 1n Jama1ca. 

External Econom1es: An aluminum plant located 

1n the U.S. would be part of a complex of other 1ndustr1es 

1n a way that such a plant 1n the Car1bbean would note 

Alum1num extract10n 1s a chem1cal process and one 

of the ma1n chem1cal 1nputs 1s caustic soda. The alumina 

plants located in the Gulf Coast are a fi Il the 

complementary role 1n the heavy chemical industry complex 

based on salt depos1ts in the area. Electrolys1s of the 

salt yields caust1c soda: Thus, due to a close aff111ation 

between some aluminum and chemical firms the excess 

caustic soda wh1ch chem1cal f1rms found themselves 

w1th could go to the aluminum process. Meanwh11e the 

electrolytic process by which caustic soda 1s produced 

secures certain econom1es 1n the product1on of power 

from assoc1at1on with alum1na process.' It would seem 

therefore, that econom1es of scale had a major influence 

in the locat1ng of the alum1na plants 1n the U.S. 



Un11ke thelr Amerlcan counterparts, 

accordlng to Hugglns, "the Canadlan producer ln the 

lndustry had come lnto belng from the outset with more 

of an lnternatlonal outlook •• ,.",43 

Durlng the 1940's and 1950's Alumlnum of 

Canada embarked on a policy that was dlfferent ln two 

respects from the U.S. Since cost of power wes the 

domlnant element in the operation of the smelters, 

Alumlnum of Canada put investment lnto localltles 

whlch had potentlal for hydro-power (Arvlda and Kltlmat) 

and outrlght ownershlp meant that future operatlng 

costs and plant costs were controllable ln a way that 

they would not have been unde~ publlc ownershlp. 

A second pollcJ/ was to establish extractlon facllltles, 

for alumlna near lts chief source of supply.' At the 

end of 1952, lts alumlna plant ln Jamalca came lnto operatlon. 

It ls prObable tlmt no slngle factor was 

responslble for the dlfference of pollcy that grew up 

between the Canadlan and the U.S. producers but rather 

a comblnatlon of several. In the early years thelr 

pollcy was the sa me (alumlna plants on the malnland) 

43 Ibld .. , p. 51; 
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but when the expansion of 1940's and 1950's came 

about, in the Canadian case the plant at Arvida was 

already large - capacity of 1 million tons of alumina 

per year - and there was a need for a new plant. It 

wes decided to locate this plant at the source of 

supply. 

The evidence is that in the Canadian case, 

the influence of cost, operating free of other influences, 

encouraged the location of alumina production ,in the 

Caribbean.: Two major items connected with costs are 

Most often cited in the literature as the determinants 

of the Canadian Policy: distanc~ and tariff. 

The round trip distances from Jamaica to 

Kitimat and Arvida are 10,000 and 5,000 miles 

respectively,whl1e the round trip distance from Jamaica 

to New Orleans is only 2,500 miles.' The cost of 

sea transport, it should be mentioned, however, is 

domlnated by load1ng and unloading charges, and 

not on distance travelled. In regards to tariffs, 

the Canadian government did not impose the 

restrictive tariff for alumina manufactured abroad 

whlch the U.S. lndustry had already put lnto law, 

(15.00 per ton). 
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The question of external economles was 

a major factor opposing the placement of Canadian 

alumina plants in the Caribbean, as was the case 

with the U.S. industry. Yet externality seems to 

have had a less powerful influence in determlning 

the policy of the Canadian industrial Groups. 

In regard to taxation, the location of 

alumina policy, did not appear to have been 

effected by government tax policles as thelr policles 

were qui te simllar.,44 

44-
Ibid" p. 55. 
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Gross Output 

As a way of laying the background we refer to 

Table III.' Table III shows an estimate for the net and 

gross value added lnside and outs1de the Car1bbean on 

lts own 1964 output of bauxite.45 The Caribbean had a share 

of 13 percent out of U.S. 1915 million Net Value created 

up to the aluminum stage. 

Slnce the entire output of bauxite and alumina 

produced in Jamalca is exported, the value of the 

exports can be taken to be the value of Gross Output 

of the Bauxite-Alumina Industry. See Table IV. In 1966 

value of exports had reached J. f. 38 million compared 

to a mere J f.. 420 thousand in 1952. 46 Of the J {. 38 

million value of exports s11ghtly under one-half was 

due to alumina wh1ch constituted in phys1cal units (tons) 

only one-nin&th of the volume of bauxite exports. 

The steady growth since 1952 of the value of baux1te 

exports can be attr1buted to both an increase in phys1cal 

product1on as weIl as to the revaluing of the imputed 

pr1ce of the ore. On the other hand the r1se in the 

value of alumina exports s1nce 1954 was almost solely 

45 Net Value Added is the G.D.P. created by the act1v1ty 
1.e. wages, rent, 1nterest, deprec1at1on and amortizat1on, 
taxes and net prof1ts. Gross Value Added is the sum of the 
1ncrements to the Gross Value of output at each stage. 

46 At the time the Jama1can ( was equal to U.S. $2.80 
and Canad1an $3.00. 
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TABLE III 

LOCATION OF VALUE ADDED ON CARIBBEAN NETAL - GRADE BAUXITE, 1964, 
IN f>lILLION DOLLARS 

~-:":=~~t""=-= 

Value Added by 

__ Minln~ l::Ienet'lcatloLL Bmei.r;er 'l'otai 
~et Gross Net Gross Net Gross Net ~ Gross % 

v In Cori bbean 89 1120 33 1 56 1 --- 1 ---- 1 1221 13 1 176 1 12 
c 

North America 1 
& Re~t World -- 1--- 1128! 272 1 666 1 1,084 1 7941 86 1 1,306 1 88 

Totol h9 _=t~:~~J~:~--G~~------T:::T~, :~~~~~J~~o i 1,483 J 100 P 

Sourne: A. Lewis and 'l'. Matnews, (ed), Caribbean Integration, (Puerto Rico, 
Institute of Cnribbean Studies, 1967), p. 108. 



\J\ ..... 

YEAR 

1952 
195, 
195 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
196, 
196 
1965 
1966 

TABLE IV 

EXPORTS OF oAUXIT~ Mm ALUHINA 1952 - 1966 

dAUXITi1. ALU~lINA TOTAL j(Ï 01' Tota.l 
l)omes- Domestlc r---- - - - ------000 JOOO 000 , . JOOO 000 JOOO tic Exports 

tons ton tons Exports JOOO 

240 420 - - 240 420 2.4 17,258 
1,253 2,765 - - 1,253 2,765 l1t, 24,545 
1,728 3,086 124 2,899 1,852 5,985 20.0 29,9 3 
2,172 ,,884 184 4,784 2,356 8,668 26.7 32,427 
2,575 ,600 207 5,803 2,782 10,403 27.2 38,234 
,,641 9,563 436 11,911 4,077 21,474 43.4 49,535 

,799 12,597 373 9,132 ~,196 21,729 46.7 46,528 
4,197 11,016 399 9,406 ,596 20,442 45.8 45,268 
4,148 10,887 665 16,634 4,813 27,521 49.4 55,761 
4,975 13,059 7°3 16,885 5,678 29,944 49.4 60,632 
5,986 15,715 628 14,423 6,614 30,138 48.4 62,23, 
5,162 13,550 726 15,951 5,888 29,501 42.0 70,18 
5,967 15,664 768 18,184 6,735 33,848 44.9 75,576 
6,784 17,809 721 17,493 7,505 35,302 47.1 74,936 
7,020 18,426 791 19,317 7,811 37,743 47.8 80,108 

-----

Souroez Jamalou, Department of Statistios, Indioes of External 
Trade. 1966, (Kingston, April 1968), p~ 12. 



due to the growth of physical production, as priees 
47 remained stable throughout the periode 

Table IV also shows that the share of bauxite 

and alumina in total domestic exports increased from 2.4 

percent in 1952 to roughly 27 percent in 1956. In 1957 

the share experienced a dramatic growth to 43 percent 

of total exports, partly due to the revaluation of the 

notional profit on bauxite (which we shall study in 

greater detail shortly). After 1957 the growth of other 

exports has kept pace with the growth in the industry's 

exports such that the industry's share has fluctuated 

moderately, being 48 percent in 1966. 

In Table V, we observe the Bauxite-Alumina 

Industry's contribution to Gross Domestic Product and 

its share in total G.D.P. Between 1953 and 1964 the 

industry's G.D.P. grew approx1mately by ten t1mes while 

the share of the 1ndustry in total G.D.P. grew by 

four times (2.3 to 8.8 percent). After 1957, the industry's 

share of G.D.P. exper1enced only a slight secular 

growth. However, neither the industry's G.D.P. nor lts 

47 Glrvan round that the value of alulliina exports per 
ton fluctuated between J. f.. 20 per short ton to J. 1.. 25 per 
short ton from 1954 ta 1965. 
Levitt and Best, on. cit., p. 115. 
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export value, it is maintained, give adequate 

representation of the "local share" or of the effect 

of the industry on the national economy of Jamalca. The 

G.D.P. includes shares of value added whlch do not 

accrue to the national economy such as profits and 

depreclation, while it excludes purchases of inter

mediate goods from the national economy. 

Girvan has disaggregated the activity of 

the lndustry into intermediates purchase and value 

added,and sets out to examine the "national" content 

of these versus the foreign content. (Refer to Table VI). 

"Multi-productN in the table refers to mlnlng, drylng, 

and beneflcation. The relative feature 1s the hlgh 

share of value added in Gross Output and the corres

pond1ngly low shares of intermediates.Th1s feature is 

more pronounced for dry bauxite operation (8~ percent 

value added) than for the -multi-productN operation 

(69 percent value addedJ. This 13 ~ue to the relatively 

large amount of mater1als 1.e. caust1c soda, starcn, 

fuel etc., per ton of ore in tne .latter compared w.Lr.h 

the slight amount in the former. 

The overall resul t of 10\0' share of inter

mediates for dr1ed :eux1te ls the low share of the 
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TABLE V 

BAUXITE-ALUMINA BASE GROSS DOMESTIC PRODUCT, 1953-1964 
IN J t MILLION 

Industry Contri- Total G.D.F. (1) as a 
Year bution to G.D.P. 1n J( percent of 

in J t mil110n m1llion (2 ) 

(1 ) (2 ) (3 ) 

1953 2.6 113.0 2.3 

1954 4.7 123.7 3.8 

1955 6.5 141.3 4.6 

1956 8.1 158.8 5.1 

1957 16.1 191.7 8.4 

1958 16.5 198.8 8.3 

1959 14.9 199.4 7.5 

1960 19.6 215.4 9.1 

1961 20.7 230.0 9.0 

1962 21.7 238.5 9.1 

1963 21.7 261.5 8.3 

1964 24.1 273.9 8.8 

Source: Extracted fro~ K. Lev1tt and L. Best, 
Externally-Propelled Growth and Industria
lization 1n the Car1bbean, (Unpubl1 shed , 
Vol. IV, 1968), PP. 114-115. 



\J\ 
\J\ 

------

Dr1ed 
Baux1te 

Mult1-
Product 

Both 

TABLE VI 

SHARE OF INTERMEDIATES AND VALUE ADDED BY THE 
JAMAICAN BAUXITE-ALUMINA INDUSTRY, AVERAGE 

ANNUAL (1959-1966), IN PERCENT. 

TOT A L NATIONAL CONTENT 

Intermed1ate Value Added Intermed1ate Value Added 

16 84 13 39 

31 69 13 30 

Total 

52 

43 

Aot1v1t1es 24 76 13 34 47 

- - - - -- - - --- - -

Source: Extraoted from K. Lev1tt and L. Best, Externally-Propelled 
Growth and Industrializat10n in the Car1bbean,(UnpubI1shed, 
Vol. IV, 1968), p. 143. 

-

Note: The average for the seven years 1959-66 has been taken 
for the sake of brev1ty and in v1ew of no great fluctuations. 



Gross Output of the industry as a whole (24% for both 

actlvltles). 

Slnce the capital ls owned by foreign Multl 

National Corporation, Glrvan maintains, "other thlngs 

being equal the hlgher the share of returns to capital 

in value added (Gross Profits) the higher the forelgn 

content of value added: for while lt ls the case that 

a part of the return to capital accrues to national 

factors ln the form of payments to the national 

government, thls is only a part, whereas the whole 

accrual to labor ls earned by natlonal factors of 

prOQUctlon ... 4tj 

He t'urther malntalns that the chler lnfluence 

on the share 01' capl tal. ln value aQQea lS tne capl tal./ 

laoour rat~o empl.oyea ln tne proauctlOn process. utner 

tnlngs oelng equal a high capital/labour ratio results 

ln a high share of gross proflt ln value added. Thls 

ls typlcally the case ln bauxlte mlnlng andbeneflcatlon.49 

It ls obvlous from the descriptlon glven of 

processes and technlques used by the lndustry that it ls 

48 Levitt and Best, ODe oit" p. 246. 

49 Ibld. 
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highly capital intensive. An example illustrates weIl. 

In 1960 the value of fixed as sets per man employed in 

the industry in Jamalca was J. t 12,342 while for most 

manufacturing industries it rariged between J.~400 to 

J .l2,000 (the nearest capital/labour ratio was 

J. t 2,600 for sugar industry). 

This Implies a low share of wages in the 

value added in the Jamaican Industry. 

Table VII shows the average annual share of 

wages for the elght year period 1959-66.50 

Wages for dried bauxite and multi product 

have been an average of 15 per~ent and 18 percent of 

value added,respectively. Groas profit is broken down 

into taxes, depreclatlon, and net profit. Taxes are 

fixed per ton of ore exported and vary only with the 

priee of aluminum. As can be seen wages and taxes 

accrulng to the local share amount to less than 50 percent. 

The multl product operation which includes alu~ina 

production ls relatlvely more capital-intensive than 

mining ~~d drying. Yet we note from Table VII,surprisingly, 

a higher share of wages in value added for this operation. 

The reason may be due to a relative under-valuation of 

50 Plea~e rerer to the ~ote of Table VI. 
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TABLE VII 

JAMAICA SHARE OF WAGES, TAXES, DEPRECIATION 
AND NET PROFIT IN VALUE ADDED, BY THE J AMAICAN 

BAUXITE ALUMINA INDUSTRY, AVERAGE 
ANNUAL (1959-1966), IN PERCENT 

Wages Taxes Depr. Net Profit 

Dried 
Bauxite 14.'8 31.2 11.1 41.6 

Mult1 
Product 17.8 22.7 23. 0 3354 

1 

Source: Extracted from K. Lev1tt and L. Best, 
Externally-Propelled Growth and 
Industrial1zation in the Caribbean 
(Unpub11shed, Vol. IV, 1969), p. 2~8. 

Note: The average for the seven years 
1959-66 has been taken for the sake of 

brev1ty and in view of no great 
fluctuations. 
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Jamaican bauxite compared to alumina. Although the 

reason may not now seem clear, we shall in tact see 

this to be the case under the section "Tax Revenue". 

The fact that the multi product operation 1s 

capital intensive is further confused by the high 

share of depreciat10n in value added, which essentially 

causes the share of taxes to be lower. Thus the share 

of wages and taxes in value added is lower for the 

multi product operation than that of dried bauxite 

operation (40 percent versus 45 percent). It should be 

realized, however, that the absolute yield of wages 

and taxes per ton of bauxite produced ls far higher 

in the multi product operation than in the dried 

bauxite operation. 

The intermediate inputs now can be further 

analyzed lnto goods and services whlch orlglnate 

domestically or from abroad. Table VIII shows the average 

annual (1956-66) source of domestic inputs in total 

lntermediates. 

For minlng and dry1ng of bauxite, the bulk 

of intermedlates consists of servlces, and s1nce these 

are difficult to import, they are supplied fro~ the local 

economy, (i.e. Transport and Bul1ding Construct10n). 
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TABLE VIII 

SOURCE OF DONESTIC INPUTS IN TOTAL INTER~1EDIATE 
PURCHASES BY THE JAI1AICAL'J BAUXITE-ALUNINA 

INDUSTHY, AVERAGE ANNUAL (1959-1966), IN PERCENT. 

~!alluf[tc ture Distr .• Public Transport Bldg. 
Utl1ity Const. 

Other 
Services 

Bauxite 3.3 3.4 0.3 36.0 38.5 ----

Multl 
Product 0.2 0.8 --- 15.8 22.2 2.2 

- ----

Source: Extractcd from K. Levitt and L. Best, External11-Propelled 
Growth and Industrlallzatlon ln the Carlbbean, Unpubllshed, 
Vol. IV, 1969), p. 151. 

Note: the average for the seven years 1959-66 has been 
taken for the sake of brevlty and in view of no great 
fluctuations. 



As for multi product operations the reverse is true. 

Almost all of the goods inputs necessary for the multi

product operation are imported. (See Table IX). The 

average annu~l portion of goods imported in total 

intermediates ( for the eight year 1959-66) is 51.5 percent. 

(Also 6.3 percent services were imported services). 

Thus the national content in the intermediates in the 

multi product operation where the share of intermediates 

in gross output is higher, is only 42 percent. (100 - (51.5 

+6.3~. In dried bauxite, the national content is higher, 

but the share of intermediate in gross output is low. 

Summing up these two effects, the effect of 

the absolute low national content of value added in both 

operations and the relative low national content in 

the intermedlates of the multi product operation where 

the share of intermediates is higher,produces a low 

overall local share. Girvan attributes aIl this to the 

-fact of foreign ownership , and the way this conditions 

the source of supplies and the capital/labour ratio employed, 

in conjunction with the inherently capital intensive 

techniques of mining and processing of ore.- 51 

The fact that the total local share ll~ dried 

51 Levitt ~~d Eest, op. cit., p. 153. 

61 



TABLE IX 

SOURCE OF IMPORTED INPUTS IN TOTAL INTERMEDIATE 
PURCHASES BY THE JAMAICAN BAUXITE-ALUMINA INDUSTRY 

AVERAGE ANNUAL (1959-1966) IN PERCENT 

Goods Services 

Dried Bauxite 18.5 

Multi Product 51.5 6.3 

Source: K. Levitt and L. Best, Externally
Propelled Growth and Industrialization 
in the Caribbean, (Unpublished, Vol. 
IV, 1969), p. 152. 

Note: The average for the seven years 
1959-66 has been taken for the sake 
of brevity and in view of no great 
fluctuations. 
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bauxlte ls hlgher than the multl product operatlon (52 

percent versus 43 percent, last column Table VI ) may 

mlslead us to think that the Jamalcan economy beneflts 

more from the former.' The reverse ls true, slnce the 

gross output per ton ls far h1gher after process1ng. 

G1rvan has shown that 1n the processlng of alum1na 

the payments to the nat10nal economy per ton has been 

frequently 3 t1mes as much as that of dr1ed baux1te.52 

The 1ncrease 1n payment ar1se from 1ncreased purchases 

of 1ntermed1ates, greatly 1ncreased wage payments, 

and h1gher taxes; We m1ght conclude, somewhat super

f1c1ally, that Alcan operat1ons contr1bute three tlmes 

as much payments per ton as those of the American f1rms. 

G1rvan est1mates that the total amount 

of payments to the Jama1can economy wh1ch have been 

lost due to export1ng dr1ed baux1te w1thout process1ng 

1nto alumlnum,ls cons1derable. The amounts s1nce 

1958 have formed flve to slx per cent of Jamaica's 

yearly G.N.P. 

Foreign Exchange Contribut1on 

Data show that up to 1958 the Bauxite ~ndustry 

52 Ibid" p. 153. 
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prov1ded the bulk of incremental rece1pts of total 

fore1gn eXChange.53 After 1958, however, the rece1pts 

of foreign exchange from the Bauxite Industry did not 

increase as fast as the receipts from other sources" 

In 1958 of the total J. t. 51.4 million, the Bauxite 

Industry offered foreign exchange J: {. 11.'9 million 

or some 23.2 percent.' In 1964 of the total J. 197;1 

million only J.1. 15.4 million originated from the Bauxite 

Industry, roughly 15.9 percent of the total.' 

Inter-Industry Linkages 

Total capital expenditures in the 8 years 

1950-57 were J;t 46.2 million. By far the Most 

significant effect of this investment was to appear 

in the Construction Industry. In real terms the G.D.P. 

of the Industry more than doubled between 1954-57.54 

The close oorrelation between the level of investments 

in the Bauxite Industry and the Construction Industry 

proved direct by the fact that,by 1958 when Bauxite 

investment deol1ned steeply,the level of activity in 

the Construction Industry actually declined. The 

association between the Industrieshas again proved 

direct sinoe 1958. 

53 

54 
Ibid., p. 157. 

Ib1d" p. 162. 
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Rence the stimulation of a large increase in output 

capacity in the Construction Industry must be credited 

to the Bauxite-Alumina Industry. Due to the substantial 

backward linkages with the rest of the economy, and 

in view of the labour intensive nature of the Construction 

Industry, the income and profits generated were 

significant to Jamaica's growth. 

Another, but less significant contribution 

of the Bauxite Industry was exposed when in 1957 a 

M1nistry Paper showed that the companies had Mimproved 

the productivity of the lands occupied by them, and 

were engaged in the expansion of beef, pork, and 

poultry reproduction. M55 

It was one of the stipulations of the agreements 

between the govemment and the mining companies that 

all lands not immediately subject to mining should be 

kept productive. AlI companies, notably Alcan and 

Reynolds, have developed beef herds, which has meant 

lmprovement of several thousand acres of pasture land. 

As a large portion of the land must always be 

kept unproductlve for minlng proper, and as the goals of 

55 6 Ibid" p. 1 2. 
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the MNC's is not the maximization of potential production 

of land, Girvan argues (unlike Huggins) that to conclude 

that production in aIl lands is being maximized is 

erroneous. 56 

The industry's effect on intermediate 

goods seems to have been very slight. Table VIII, 

shows an average of 3.3 percent of total intermediate 

purchase of dried bauxite is sper.t on manufacturing 

goods and 2/10 of one percent on the multi product 

operation. Even where some local processing takes place, 

the majority of commodity inputs required have been 

imported. For example, Girvan points out that caustic 

soda for the alumina process can be produced nationally, 

yet it is imported. As a result, -the Bauxite-Alumina 

Industry has provided v1rtually no stimulas for the 

development of manufacturing 1ndustry in Jamaica.- 5? 

Labour 

Due to the h1gh capital/labour ratio employed 

in the industry, the share of direct employment provided 

accounts for a very small amount of the labour force and 

56 Ibid., p. 163. 

57 Ibid. 
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the amount of wages pald a small percentage of the total 

wages pald in the Jamaican economy. (See Table X). From 

1954 to 1963 the total sum of wages paid by the industry 

ranged between 1;7 percent and 2.'8 percent of the national 

total.58 

Yet the absolute wage blll provided by the 

lndustry is considerable. Table X shows that the total 

wage bill has been above the J.l 2 milllon and ln the 

latter years of 1961 through 1963 lt has been weIl over 

the J. f. 3 million mark; 

Total level of employment by the industry 

between the years 1958 and 1963 ls seen to have 

experienced no secular growth. In 1960,when the 

Classlfiable Labour Porce was estlmated to be 606,82359 

persons,the industry employed some 3500 or .5 percent 

of the Classiflable Labour Porce. This share is further 

conflrmed in the Census. Under Employment by Industry 

Groups, the industry group of Mlning and Quarrying ls 

58 Ibid" p. 167. 

59 Classifiable Labour Porce according to the Census 
of 1960 refers to all lndlvlduals above the age of fourteen 
(1) who worked for MOSt of the year, (2) who dld some work 
durlng the year, and (3) who -did not work durlng the year 
but really wanted work.- Census of Jama1ca, 7th April, 
1960, Vol. II., Part H., p. 3. 
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TABLE X 

EMPLOYMENT AND WAGES AND SALARIES OFFERED BY THE BAUXITE-ALUMINA 
INDUSTRY, 1958-1963 • 

• 

Year Total Employ- Wages & Total National (2) as a 

1958 

1959 

1960 

1961 

1962 

1963 

ment Salaries Wage, J million peroent of 
J Mn. (3 ) 

(1 ) (2 ) (3 ) (4 ) 

4,700 2.6 104.0 2.5 

3,800 2.2 100.0 2.2 

3,500 3.0 115.4 2.6 

4,200 3.3 117.9 2.8 

4,000 3.9 125.8 3.1 

4,500 3.8 135.7 2.8 

~-

Souroe: Extraoted from Government of Jamaioa, Employment 
and Earnings in Large Establishments, Department 
of Stat1stios, (K1ngston: 1964), and K. Lev1tt 
and L. Best, Externally-Propelled Growth and 
Industr1ali~at1on in the Car1bbean, (Unpubl1 shed, 
Vol. IV, 19 9), p. 107. 



seen to have employed .7 percent of the C1asslflab1e 
60 

Labour Force, of whlch close to .2 percent was due 

to quarrying. 

To be sure, though the industry employed a 

small percentage of the Classlflab1e Labour Force ln 

1960, lt ls llkely that the employment by the industry 

accounted to a hlgher share of the -actlve- labour force, 

slnce the deflnition of C1asslflab1e Labour Force 

lncludes those -who did not work du ring the year but 

really wanted work.- 61 If we exc1ude thls latter category 

of unemployed for that year, which numbered 82,000 or 

roughly thlrteen percent of the labour force, we arrive 

at our deflnltlon of -activel labour force. The 

employment offered by the lndustry now becomes roughly 
62 " .7 percent of the 1 actl vel labour force." 

Regard1ess of what share of the labour force 

the lndustry employs~he fact that a small percentage 

of the labour force ls glven two to three percent of 

the share of .ages lmplles a maldlstrlbution of lncome. 

From the socla1 we1fare point of vie_,lt means the relatlve 

60 Ibid •• p. 3. 

61 See Foot Note No. 59. 

62 It ls estlmated by the Government that in the 1960-70 
decade net addltion to the labour force to run at an 
average of 20,000 yearly or rough1y f1ve t1mes the total 
employment offered by the 1ndustry. 
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affluence of a handful of peoPle.,63 From the macro

economlc polnt of vlew the effect of hlgh wages on the 

natlonal economy depends prlnclpally on the spendlng 

hablts and tastes of such wage earners.' Luxury consumptlon 

and consplcuous consumptlon as weIl as afflnlty for 

lmported goods by such lndlv1duals w1ll doubtless lmpart 

l1ttle lmpetus to the development and growth of the 

local economy. Thus the effect of hlgh wages on the 

economy depends dlrectly on the extent to wh1ch such 

wages are translated lnto consumptlon and 1nvestment 

wl th1n the -local- economy.' 

Though the employment by the 1ndustry 1s small, 

the prospects for add1tlonal employment by early 1970's 

ls cons1dered good.' The exact amount of new jobs or 

the payment of wages to the Jama1can economy due to 

the operat10n of the new alum1na plants cannot be 

assessed presently. The general ev1dence so far none

theless ls that the lndustry creates far more employment 

outs1de the Jama1can economy than w1thln. 

63 And assuming dlmln1shlng marg1nal ut1l1ty of money 
and an egal1 tar1an Soc1al Welfare Funct10n 1 t means a less 
than opt1mal allocat10n of wealth. However, the lndustry 
ls not the only source of mald1str1but10n of 1ncome. 
The Tourlst Industry 1s often accused of be1ng a princlpal 
perpetrator of pay1ng hlgh wages. 
In Append1x l lt 1s seen that pressures from North 
Amer1can Un10n of Bauxite Workers was the reason for such 
hlgh wages. 
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Tax Revenue 

Thls Item, ln vlew of the relatlvely small 

amount of Intermedlate Inputs purchased and small 

amount of employment provlded by the Industry, ls probably 

the crltlcaI contrlbutor to the local economy. Table XI 

shows average annual (1959-65) local payments to Jamalca 

by actlvlty. The overall ev1dence ls that for both 

act1v1t1es,taxes pa1d per ton of baux1te 1s greater 

than e1ther wages or purchases pa1d per ton. The drled 

baux1te taxes per ton are almost twlce the payments per 

ton on purchases and wages.' The mult1 product operation 

taxes per ton (1;55) Q~counts for 45 percent of total 

payments per ton by aIl three act1vlt1es. The assessment 

of local tax revenues 1s however beset by a general 

problem: s1nce dr1ed bauxlte 1s sh1pped from one branch 

of the vert1cally Integrated companles ln the Car1bbean 

to another in the U.S., there 1s no market exchange at 

stake. The fact that bauxite 1s not a homogeneous ore 

has posed a further problem. It ls malnta1ned,for example, 

that Jama1can bauxite 1s Inferlor to that of Guyana and 

Surlnam bauxlte 1n that 1t ls of lower alum1na content. 

But 1t ls also held that It ls of lower sll1ca content, 

whlch makes hlgher recoveries of alum1na Posslble. 64 

Another advantage of Jame1can baux1te Is the close proxl~ity 

64 Lev1tt and Best, op. clt., p. 173. 
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TABLE XI 

JAMAICA LOCAL PAYMENTS BY ACTIVITIES, DRIED 
BAUXITE AND MULTIPRODUCT, PEH 'fON OF' rlAUX1'l'l! 

AVl!HAGl! ANNUAL ll~5Y-1966), IN Ji, 

- - - -- -- - - ---- - - - - ---~---~---------- - -- ----------------

Purchases Wages Taxes 'l'otal 

1Jr1ea rlauxlte v. :nli O.J~3 v.688 1.358 

Multi Product 1.245 1.178 1.550 4.078 
-

Source: Extracted from :(. Lcvltt and L. Best, Externally
Propclled Growth and Industrlallzatlon in the 
Carlbbcan, (Unpublished, Vol. IV, 1969), p'. 155. 

Hote: The average for the seven years 1959-66 has 
beeu talten for the sake of brevi ty and ln vlew of 
no great fluctuations. 



of the layer to the surface, while the Guyanan counter

part is to be found as much as 150 feet below surface. 

Needless to say, th1s has a smaller contribution to make to 

costs of operation for the Jamaican bauxite company. 

In short, the Government and the Companies 

have ~een obliged to agree on a system of imputing 

a national value to the ore. In the 1950 agreement 

reached by the two sides, tax payments were divided 

into royalties and income tax. Royalties on bauxite 

was a shilling per dry ton. Income tax on bauxite 

exported was figured on the notional profit of U.S. 

$0.60 per long dry ton of which 40 percent - Jamaica 

rate of company income tax - or U.S. $0.24 (one 

shilling and eight pence) per ton was paid to the 

Government. Total tax intake,therefore, for dried 

bauxite was two shillings and eight pence per ton. 

As for bauxite processed into alum1na in Jamaica, 

royalties amounted to 10 pence per long dry ton, 

while the income tax was based - alumina being a 

homogeneous product - on the usual production ·costs" 

minus value of "sale". 

Up to 1956, while the tax law was in effect, 

prices of aluminum and bauxite in the North American 

Industry had a steady lncrease. Prlmary aluminum prices 
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grew by 47 percent, while bauxite priees were 26 percent 

higher in 1956 than in 1950. Yet these priee increases 

did not mean increased revenues to tne Jamaican 
65 

Gover.nœent. 

By 1957 the "Government and its advisors had 

grown in sophistication and were in a stronger position" 

to de al with the tax revision. 66 

According to the 1957 agreement, the rates 

were based on a sliding scale: 

l. Royalty: 

a) On bauxite exported four shillings per 

ton for annual production of less than 1 million tons: 

when production is over 1 million tons, three shillings 

per ton: and on additional productIOn over 2 million 

tons, two sh1llings per ton. 

b) On bauxite processed into alumina,two 

shillings and six pence on the first million ton, two 

~~illings on the second million and 1 shilling and six 

pence on the third. 

II. income Tax: 

a) The notional prot"lt wes ralsed to J.S. 

6; riugglns, .p. cit., p. 106. 

66 Ibid. 



33.85 per ton,yielding $1.54 in income tax (40 percen~ 

tax rate) or 11 shi~~lngs per ton. 

0) No cnange ~n a.1umlna - as oefore tne 

norma.1 proced.ure ot' val.ue mlnus costs." 

Ill. Var~aOie Clause: 

One half of the royalties on income tax 

paid on exported bauxite would vary directly with the 

priee of alumlnum plg as quoted in the Amerlcan Metal 

Market, the base price being 25~ per pound. 

The latter clause was seen by the Government 

as an appropriate measure to increase the tax intake, 

ln vlew of the then-recent rise in the priee of the 

metal. As lt turned out, the priee has weakened slnce 

1957 "fluctuating between 22~ and 25~."67 

The 1957 agreement raised the tax take from 

exported bauxite more than five times. In additlon to 

the latter fact, the increasing secular rise in exports 

of bauxite and alumina made the lndustry a major taxpayer 

to the Jamaican economy. Table XII shows the revenues 

recel ved by the ·3<)vernment from the Bauxl te-Alumina 

Industry. In 1957 Bauxite-Alumina revenues increased 

by J.~2 million over the prevlous year. Furthermore, 

there was ~~ upward trend from 1957 to 1963. 

67 ~evltt and Best, op. cit" p. 179. 
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TABLE XII 

JAMAICAN GOVERNMENT TAX REVENUES 
FROM BAUXITE-ALUMINA INDUSTRY, 

1953-1963 IN JE.. MILLION 

Revenue from Total 
Year Bauxite-Alumina Revenue 

(1) (2 ) 

1953 0.04 

1954 0."10 

1955 0.')0 

1956 0.30 18.2 

1957 2.30 24.0 

1958 2.60 25.0 

1959 3.90 28.1 

1960 5.60 30.4 

1961 6.80 33.4 

1962 6.50 36.4 

1963 5.90 37.6 

(1) as a 
per.cent ·-of (2) 

(3 ) 

1.6 

9.6 

10.4 

13.9 

18.4 

20.4 

17.8 

15.7 

Source: Extracted from K. Levitt and L. 3est, 
Externally-ProDelled Growth and 
Industrialization in the Caribbean, 
"~Unpubllshed, Vol. IV, 1969}, D. 186, 
and Government of Jal18.ica, National 
Accounts and Products, (Kingston: 1964). 



While in 1956 Bauxite-Alumina revenues accounted 

for almost 2 percent of total government revenues (see 

Table XII), ln 1957 they accounted for roughly 10 percent. 

The share of revenues from the industry increased to 20 

percent in 1961,after which due to a combination of a 

fall in Bauxite-Alumina revenues,and a rise in revenue 

from other sources, the share decreased a few percentage 

points. 

The essential point that needs to be emphasized 

in th1s section - aside from the s1mple fact that tax 

payments since 1957 form a h1gher share of total local 

payments than either labour wages paid or intermedlates 

purchased68 - vis-à-vis the preceedlng discussion on labour, 

is that taxes are vital to f1nanc1ng of government 

expenditures in a way that wages pald to labour can not 

be, The following fact alone underscores the importance 

of taxes. After 1957 the Bauxite-Alumina Industry's 

tax payments financed between 12 to 18 percent of 

government expend1ture (compared to a mere 1 percent 

of government expend1ture before 1957).69 

Government expend1ture after 1957 has rneanwh11e 

68 Girvan reports that before 1957 tax payments accounted 
for 5 percent of total local paY'Ilents whl1e after 195'1 
tney accounteà for 42 percent. ibid., p. 185. 

69 Ib1d. 
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ranged between 11 and 16 percent of Gross National 

Expenditure, which is a significant part of total dernand. 

Thus the industry has contributed indirectly froID 1 

to 3 percent to Gross National Expenditure. 

Conclusions 

In an econorny like Jamaica a "leading" 

sector such as bauxite can play a significant role 

in the development and growth of the economy. Through 

direct and induced demand for agriculture and rnanu-

facturing comrnodlties,it can create growing markets 

for such comrnodities wnich in turn can create an lnduced 

demand in other sectors. The results will not only be 

incorne effects but external economies accruing to 

industries at large. 

But,as we nave seen,the Bauxite-Alumina 

Inaustry,has,in a very smal~ way integrated with the 

commodity produclng sectors. The bulk cf the local 

purchases are irom tùe bUl~dlng constructlon ana 

transport industries, inputs which cannot be feaslbly 

imported. We have seen that the structure of the 

lndustry along with the capital intensive nature of 

operations and the fact of foreign o,inersh1p 1s such 

that a~y "development effect" bestowed on the economy 
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will only be an accidentaI by-product of the operations 

of the ~~C's. The area of tax and royalties is the only 

vital area where the Government can benefit from much 

needed direct resources, and thus it i[ the logical area 

for financing economic development. In this context 

the extent of potential development depends directly on 

the extent of taxes paid, making the tax payments the 

critical contributor to the economy. As already noted 

the tax intake was increased many fold after 1957 and 

became the major contributor to the Jamaican economy, 

albeit the scope for the expansion of this vital are a 

needs to be further studied and analyzed by Government 

officiaIs in an attempt to arrive at negotiations to 

increase tax payments. Hence, as a policy matter,the 

area of tax increase should be of utmost importance and 

interest to the Government. 

In the follol'r1ng chapter we shall take a brief 

look at the Jamaican income tax rate on profits, in 

order to better comprehend the constraints that face the 

tax rate determination of business profits. SUbsequently, 

in Chapter VI we shall delve into the instltutional 

and historical backgro~~d to the aIl important are a of 

tax lntake in o~der to place in proner perspective the 

bargaining post tion of the Government versus the giant 11HC' s. 

7:; 



In retrospect we can then appreciate why the Government 

reached such feeble agreements wlth the ~rnc's, looked 

at from the Jamalcan point of vlew. 
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v. 

SOME TAX CONSIDERATIONS 

In an extractive industry such as bauxite, 

where profits are notionally lmputed,there exlst two 

essential ways of lncreaslng total tax lntake. One 

way would be to lncrease the proflts tax rate. The 

second method would be to malntaln the tax rate but 

ralse the amount of notlonal proflt per ton. As we 

have seen already and shall re-examlne ln the next sectlon, 

Jamalca chose the latter method ln 1957. Without a 

doubt, the former method faces far more constralnts 

than the latter;Oso much so that tampering with 

the tax rate may cause untold repercussions on the 

balance of payments of the economy in questlon as weIl 

as balance of payments of countrles with whlch Jamaica 

has a business intercourse, not tO.~~ntion the possible 

changes it may cause in the optimal allocation of produc-

tion and distribution. 

A small country such as Jamaica,face to face 

with such imposing g1ants such as the North Atlantic 

powers,ls in a hopelessly weak position to determlne 

and set into law the optimal tax rate. Rather, Jamaica's 

70 It may ce argued, that the fact that only a few 
countrles have bauxite deposits, does in fact impose less 
restraint on Jamaica in setting high tax rates. This how
ever, would depend on the extent to which Jamaica would 
regard other bauxite countries as potential co~petitors 
for the foreign investment. 
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welfare being very much dependent on such super powers, 

lt may have to make the best of the alternatlves,glven 

the constralnts. 

In thls chapter, we would llke to focus on 

the constralnts that face the Jamalcan tax rate 

determlnatlon. As Brltaln, U.S.A. and Canada have been 

the prlnclpal capltal lmporters of Jamalca, the former 

up to the Second World War, and the latter two lncreaslngly 

slnce World War Two, we are lnterested prlmarlly ln thelr 

lnteractlon wlth Jamalca. 71 

Due to the nature of double taxatlon arrangements, 

Jamalca ls constralned ln lts deslre to attract overseas 

capltal. Accordlng to the Tax Laws of the countrles wlth 

whlch Jamalca has the greatest buslness lntercourse -

the U.S., Canada, and the Unlted Klngdom - any profits 

transferred from Jamalca to the latter countrles wlll 

be subject to taxatlon ln the respectlve country, to 

the extent that they have not bOTne Jama1can taxe 

Thus whlle Jamalca can d1scourage the lnflow of overseas 

capltal by lmposltlon of a ·cr1tlcally· hlgh level of 

taxes, she cannot encourage capltal lnflow by a ·crltically" 

71 In hls 1956 report on Jamaica, J.R. Hicks deals 
extenslvely wlth the questlon of f1nance and taxatlon. 
This chapter deals baslcally wlth the 'Taxation of 
Buslness' of that report. J.R. Hicks, Report on Flnance 
and Taxation in Jamalca, (Kingston: Government Printers, 
1955), pp. 73-96. 
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10w level. 

A British company, if it invests in a subsidiary 

that does business in England,will pay tax on the 

dividends which it receives from its subsidiary at a 

rate of 52 percent (income and profits tax combined) an 

American ,and Canadian company pay at approximately 

the same rate. If the company investment is in a 

Jamaican subsidiary, they aIl paya total tax on the 

dividends they receive from the sUbsidlary at about 

the same 52 percent. 72 AlI three Governments allow 

Jamaican tax as a credit against their own taxes, so that 

with the Jamaican tax rate at 40 percent, the remaining 

12 percent goes to the United Kingdom or United States 

or Canada, as the case may be. 

It would seem beneficlal,under auch clrcumstances, 

for Jamaica to raise her tax above 40 percent. It has 

to be reallzed however, that the foregoing applles solely 

to dividends. The undistrlbuted profits of the subsldlary, 

which would pay at a rate of 52 percent if the subsidiary 

were operating in the home country, only pays 40 percent 

if the subsidlary ls in Jamaica. Thus the 40 percent 

Jamalcan rate of tax would seem effectlve inducement 

72 As we shall aee shortly,after 1957 there were some 
changes made in the British Tax Lew. 
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in so far as the undistributed profits are concerned. 

Up to 1957, a British company directly investing 

in Jamaica (without forming a subsidiary) paid British 

tax at 52 percent on the whole of profits: dividends and 

undistributed profit. With Jamaican tax rate (~O percent), 

12 percent went to the United Kingdom. Under this 

circumstance, it would definitely be an advantage for 

Jamaica to raise its tax rate. But to give preferential 

treatment in one case and not another would be a difficult 

proposition. The U.S. Government faced with the inequality 

in the tax treatment of overseas branches and overseas 

subsidiaries adopted an alternative solution. An American 

concern investing in Jamaica other than through a 

Jamaican subsidiary may be entitled to qualify as a 

·Western Hemisphere Trade Corporation-, in which case 

its American tax on its Jamaican profits amounts to 

only 38 percent. Against this, the Jamaican deduction of 

~O percent leeves no American taxes to be paid. At any 

rate below 38 percent,Jamaica would be giving the United 

states a gift. Any rate too much in excess of the Jamalcan 

rate of 40 percent mlght detour United states capital to 

other parts of the Western Hemisphere but not necessarily 

make investment in the U.S. more attractive, U.S. rate 

being about 52 percent. We can conclude that the Jamaican 

authorities would have had to decide, with great caution, 
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the effects of an increase in the Jamaican rate. If 

such an increase would not mean that the U.S. concerns 

would alter their declsion to invest in the bauxite 

enterprise, or to move to some other part of the 

Western Hemisphere, this would indicate, ceteris 

paribus, a logical move above the 40 percent tax intake. 

Broadly speaking, the United Kingdom 52 

percent set a maximum, while the U.S. 38 percent set 

a minimum, between which the company rate of tax 

could be set. As it is, at 40 percent, the rate is 

toward the lower end of the spectrum. Hlt does accordingly 

give away a certain amount of revenue to the U.K. but 

it avoids imposing any appreciable deterrent on the 

U.S. capital.,,73 

73 J.h. HiCKS, op, cit., p. 77. 

The I"Oregoing tax aiscussion seems "to lnaicate why 
British cap1taL, the chief factor in Jamaican econom1c 
development up to the Second World War, did not figure 
prominantly in the under-takings of the late t"ort1es 
and early lC;;})U·s. A New ïorK 'l'imes articLe confirms 
tnls Vlew: A ••• a main nana.lcap "to new lnvestments in 
Jamaica nas Deen "tne anacnronls"tlC ~rl"tlsh tax laws". 
nIt seems strange,"said O.A. VOyer, Cha1rman of Jamaican 
Ina.ustrial Development Corpora"tlon ln "tha"t same article, 
"tha"t "the U.~. Law should harmonlze so well Wl"th "the 
Jamalcan oro~ram wnlle "the British law does no"t." 
3.~. Jones, Jamaica Awaits British Capital as London 
Plans Tax Ove rhaul " , l:ew York Times, Business Section, 
June 20, 1957, p. 32. 
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VI. 

THE HISTORICAL AND INSTITUTIONAL BACKGROUND 

Although the commercial possibilities of 

Jamaica's bauxite deposits .ere recognized in the early 

nineteen forties, the first official geological survey 

of Jamaica in 1869 noted widespread existence of 

alumlnum ore. 74 It was not,however,until the late 1930's 

when the increased demand for military bul1dup and war 

time activlties was pressing that the attention of 

aluminum interests focused on Jamaica. 

Jamaica had the strategie advantage over other 

suppliers of the ore, Surinam and British Guyana, in 

being less than half the distance from the source of 

supply to the North American aluminum plants. During 

the 1939-45 war, the above fact manifested Its merits 

on grounds of military security as weIl as economic 

efficiency, in view of heavy losses of ships hauling 

bauxite from Surinam and British Guyana to North America. 75 

In November 1942, the Governor of Jamaica, under 

,- '1 
I~ ~.R. Bose, "The Geology and Mineral Resources of 

Jamaica", Colonial GeologY and Mineral Resources, 1950, 
Vol. l, 1:0. l, p. 23. 

75 M. Huggins, Aluminum in Changlng Communities. 
(London: André Deutsch, 1965)~ p. 103. 
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Jamaican Emergency (Defence) Acts 1939-40, declared aIl 

bauxite in Jamaica the property of the Crown. 76 Aluminum 

Laboratories Limited, a subsidiary of Aluminum Limited, 

Montréal, was appointed as the agent of the Government 

to "conduct investigations, and to develop and mine the 

bauxite should it prove to supplement production of 

bauxite in the Guyanas and elsewhere as a war emergency.-77 

AbOut the middle of 1943 enemy sinkings of 

Guyanan bauxite cargoes had gradually decreased and 

thus the idea of using Jamaican ore as a war emergency 

was abandoned, though the extraction work proceeded 

without interruption. 

Meanwhile the Jamaican government passed 

the Mining Laws (Of 1947) which in addition to vesting 

the ownership of mineraIs to the Crown (such that only 

under a government lease could mining take place), fixed 

the royalty to be paid on bauxite mined and set the 

conditions under which it could be mined. 

The Bauxite companies had been buying land 

and acquiring options since 1944,and,by 1946, according 

76 R.R. Hose, op. cit., p. 23. 

77 Ibid!. 
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to the Report of the Economie Policy Committee of the 

Government of Jamaica, the Priee of bauxite land had 

risen by two or three times its former value. 78 

In 1950 the three companies, expecting to 

mine in Jamaica came face to face with the Jamaican 

officiaIs in a period of hard bargaining. The outcome 

was the Bauxite and Alumina Industries Encouragement 

Law (of 1950) and its accompanying regulations. The 

arrangements made with the Bauxite companies provided: 

(1) for a royalty of 1 shilling per ton on bauxite 

exported and of 10 pence per ton on bauxite converted 

into alumina locally. The royalty was fixed for five 

years. (2) For income tax on the notional profit of 60 

cents per ton of bauxite at the ex1sting tax rate of 

40 percent. The income tax for bauxite processed 1nto 

alumina followed the general pattern of product1on 

"costs· minus value of "sales". (3) Assurance to the 

companies that,provided they maintatned their agricultural 

obligations with respect to lands owned by them, 

mining leases would be honored and issued to no one else. 

Let it be said that in add1tion to a royalty 

payment and a tax payment the companies offered payments 

78 M. Huggins, op. cit" P. 104. 
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in the form of land taxe In a study made by J.R. Hicks 

on Finance and Taxation in Jamaica7~ the land tax was 

found a real source of grievance by the bauxite companies. 

Bauxite extraction being such extensive form of 

production, immense amounts of land had to be secured 

for the present and future use of the companies.' This, 

in conjunction with the sudden increase in land taxes 

in the mid 1940.s meant,according to the Hicks Report, 

an unexpected and unjustifiable burden to the companies. 80 

Bince the mid 1940's the land tax had been transformed 

from a fIat rate lnto a hlghly progressive one such 

that hlgher rates were imposed on larger properties. 

Bauxite companles,unllke manufacturlng industries, 

occupled a large amount of land space ln relation to 

the value of their product and therefore found the 

land tax a major source of discriminatlon. The Hicks 

Report was to exert a great deal ·of influence on both 

public and pr1vate opinion, so much so that, as we shall 

see, most of the recommendations of the Report,including 

the above mentioned land tax,were revised in the 1957 

agreements tak1ng place between the companies and the 

govemment.' 

79 J.R. Hicks and U.K. Hicks, Report on Finance and 
Taxation in Jamaica, (Kingston: Government Prtnter, 1955), 
p. 97. 

80 Ibld" p. 147. 
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The Hicks Report also found, as did Most experts, 

the agreements of 1950 to be as bad bargains from the 

Jamalcan polnt of vlew. In the words of Chief Minister 

Norman Manley, ": •• 1t is obvious that the Government 

negotlators at that time had neither the information 

nor the advlce to enable them to negot1ate on equal 

terms with the companies engaged in the business.,,81 

A general problem besetting negotiations 

(on equal terms) had to do wlth Imputing a price on 

Jamaican bauxite: Unlike alumina, bauxite is not a 

homogeneous product; in fact Jamaican bauxite is 

distinctly dlfferent in its composition from say 

Guyanese bauxlte.1 For example, it is maintalned that 

Jamaican bauxite is inferlor to that of Guyana and 

Surinam bauxite in that it is of lower alumina content. 

The companies based their principle justification for 

10lf income tax rates on this claim.' But, as already 

noted, it is also held that Jamaican bauxite is of 

lower sllica content, whlch makes high recoverles 
82 of alumlna possible. Another compensatory factor, 

vls-à-vis the Guyanese ore, was the low cost of mlning 

in Jamalca,due to the close prox1mlty of the ore to the 

81 Norman Manley, "Jamaica's New Bauxite Agreement", 
The Car1bbean, (Trinidad, July 1957, Vol. 10, No. 12), 
p. 284. 

82 Levitt and Best 9 ExterDallY-Propelled Growth and 
~dustr1alizatlon in the Carlbbean, (unpublished), 1969, 
Vol. IV, p. 173. 
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surface. 

In brief, the Jamalcan Government was at a 

distinct disadvantage, lacking both a high level of 

information and. practlcal experience. In a community 

which had no continuous mining tradition and "whose 

prevlous major exper1ence with extractive Industries 

was 11mited to stone quarry1ng", Huggins did not flnd 

It surpr1s1ng "that the potent1al value of the bauxlte 

industry to the economy was not generally reallzed. N83 

The harm done, or, ln economlc termlnology, 

the cost 1ncurred ln not havlng concluded a more 

favourable agreement to the Government, can not easily 

be quant1fled. The crux of the Issue remains, hOl'leVer, 

that the maln advantage bauxite can confer on Jamalca 

ls to be a source of revenue; for due to technical 

necess1t1es already mentloned, the capltal/labour ratlos 

are extremely hlgh and the Industry's prospect for 

considerably alleviatln~ unemployment Is very 11ttle. 

Also, 8.S noted earlier, the arnoun"ts of Interrnedi8t~s 

10cal1y nurchased by the companles wlth respect to 

the slze of total Inter~edlate 18 srnall. These two 

factors would protab1y leave tex revenues es the 

critical contrioutor to the weIl belr.g o~ the local 

e; ~.u. dugglns, on~ pl~~, p. 104. 



~. 

1 . Jamaican economy. Yet the profits upon which the government 

would base its tax lntake depended upon the price at 

whlch bauxite (or alumina) was transferred from one branch 

to another of a MNC, which in turn was to be calculated 

such as to be in the interest of the MNC. Hicks suggested 

in his Report alternative means of evaluating the prof1ts 

the companies made in Jamaica .. 84 One lIay would be to 

start from the alumina content of the bauxite the companies 

export, and work back by some indirect estimate at the 

co st of transport to the alumina plants in the U.S. and 

conversion into alumina. This approach is qualified by 

Hicks when he admits "these are things about which the 

companies would be bound to be better informed than the 

Jamaican government could be. w85 Another approach would 

be to consider the capital invested by the compan1es in 

Jamaica and apply a conventional rate of profit to the 

capital. This alternative would again subscribe to 

the same qualificat10n as the earl1er one. At best, 

these approaches could have served as strong bases for 

arguments in challeng1ng and hopefully surpassing proposed 

figures by the companies wh1ch the government author1t1es 

believed to be too low. 

84 Ib1d.,pp. 101-2. 

85 Ibid. 
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Not only does it seem that the Jamaican agreement 

was a bad bargain from the point of view of the government, 

but also a poor one compared to the bargains made between 

the bauxite companies and Surinam and British Guyana. 

Both Hicks and Huggins support the above claim. 86 Yet 

there are indications that though Jamaica had a worse 

deal than either SUrinam or British Guyana in the first 

few years of the agreements, after the second round of 

negotiations in 1957, the tide was reversed. It is very 

difficult,if not impossible, to ascertain the above claims. 

Government figures and statistics are often too scarce 

or too vague to offer any categoric verification. In 

particular, there is very little to be found surrounding 

the industry in Guyana and Surinam. The original agreement 

made with these economies dates back to 1917, when they 

were both under colonial rule. 

By 1957, after the first five year period 

prescribed by the mining regulation had come to an 

end, the government,grown in sophisticat10n,was prepared 

to revise the royalt1es due by the Bauxite Companies. 

In order to bargain from a pos1tion of strength and to be 

86 Hicks, op. c1t., p. 101: Huggins, op. cit., p. 105. 
N. Glrvan ma1ntalns somewhat the reverse. He claims the 
average 1954/65 valuation of Guyanese export of dr1ed bauxite 
has been only 65 percent that of Jamaican export, a d1fference 
wh1ch can not wholly be explained by the shipp1ng costs 
to North Amer1can alumina plants. A. Lewis and T. Mathews, 
(ed.), Car1bbean Integrat10n, (University of Puerto Rico, 
1967), p. 105. 
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able to negotiate rationally, the goyernment began a 

study of the situation early in 1956. According to the 

report made in the House of Representatives of Jamaica 

by Chief Minister Manley, the services of an expert 

consultant were sought. 87 Though it was extremely scarce 

to find individuals unoonneoted with the oompanies 

who had detailed knowledge of the industry, the 

Government was able to seoure the services of one 

suoh person Who proved an "invaluable assistanoe" to 
Q8 

the Government. v Information was gathered from aIl 

souroes, cheoked, olassified and analyzed suoh that in 

due time "very little of interest" remalned unknown 

"about the lntrioate and vast ramifications of the 

lndustry."S9 

The negotiatlons made both wlth Reynolds and 

Kalser ln relation to inoome tax were for a perlod 

of twenty rlve years, but lt beoame olear from the 

Government survey that it was deslrable to deal wlth 

both royalty and lnoome tax in renegotiatlng. Should 

the neoessity have arisen, there seems to have been 

some serious oonsiderations to amend to the Bauxite and 

87 N. Manley, op. oit., p. 285. 

8e Ibid, 

89 Ibid. 
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Alumina Industries Law some measure to bring into line 

the income tax provision. The Government was aware none-

theless, that the best interests of Jamaica would be 

served by "finding a basis for negotiation rather than 

by resorting to its (the Government's) powers under 

law."90 

In renegotiating with the companies, the 

companies made it quite clear that they would not 

make necessary commitments for important capital expansion, 

unless the Government would make a long term "package 

deal" to last for no less than 25 years. On this basis 

only, were the companies willing to negotiate. With 

some reluctance the Government conceded, but as a 

measure to protect herself, an escalator clause was 

introduced, whereby one half of total income tax and 

royalty was to vary with the price of aluminum pig on 

the New York market. 

Between 1947 and 1957 the price of aluminum 

increased on the average of 1 cent per pound annually. 

It was estimated for every one cent increase in price 

of the pig, there would be additional government revenue 

of 3.36 pence per ton of bauxite; thus the escalator 

90 6 Ibid., p. 28 • 
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clause was seen as a compensation measure for the twenty 

five year period contract and the source of substantial 

gains in revenue. As it turned out, the trend in the 

price increase of aluminum did not continue after 1957 

Instead the price weakened,fluctuating between 22 cents 

and 25 cents per pound. 91 The Government had optimistically 

hypothesized in 1957: "If the price of aluminum continues 

to increase at the same rate as in the previous period, 

the amount payable by the companies in 20 years' time 

would be approximately li per ton~92 

As another long-term protection measure,the 

Government transferred the computation of profit and 

payment of tax to dollars from its former sterling stronghold. 

91 Levitt and Best, op. cit., p. 179. 
92 Manley, op. cit., p. 286. 

For the North American producers of aluminum,the year 
1956 was a good one. In the U.S. the consumption of aluminum 
had doubled between 1950 and 1956, and the major problem 
facing the aluminum firms was the struggle to keep up w1th 
their domestic demands. Canada,aside from supply1ng her own 
market in Europe - most important of which was England -
was barely able to send to her U.S. neighbour .2 million 
tons (of the 1.8 million) which their consumers required. 
The United Kingdom meanwhile, the second largest consumer 
of aluminum (after the United States),was the biggest 
importer of the Metal. (The increase in demand in West 
Germany was greatest of aIl European countries: from a 
consumption of 55 thousand tons in 1950 to 229 thousand 
in 1956). Beth United States and the United Kingdom depended 
on imports whlch were dominated by Alcan. Alcan supplied 
89 percent of her total exports to the latter countr1es. 
Alcan in fact 1ncreased the nrlce of aluminum on the Un1ted 
Kingdom market from t 171 to (189 a ton. This action brought 
a perceptable effect in demande During 1956, the Soviet 
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In the event of any further devaluation of sterling, the 

yield to the Government would increase in terms of the 

~atter currency. 

According to the 1957 agreements, the assumed 

rate of profit per ton of bauxite was set at $3.850. At 

40 percent income tax this would yield 31.'54. The royalty 

rate would be onasliding scale: 4 shillings per ton where 

production is less than 1 million tons; 3 shillings per 

ton where production exceeds 1 million tons; above 

two million tons, the excess above two million tons would 

pay at the rate of 2 shillings per ton. 

As regards the land tax, the Government agreed 

to amend the Land Valuation Law to ensure that the value 

of mineraIs which vest in the Crown are different from 

the value of the land for purposes of land taxation. 

Union continued exporting aluminum abroad, and to the 
United Kingdom in particular. Although this received 
little notice at first, gradually reaction set in to 
increasing Soviet production. By 1957 the United States' 
recession had begun, which was associated with "supplies 
of aluminum rlsing so far ahead of demand that the 
industry reduced output to weIl below capacity." Alcan 
dropped its prices in aIl countries other than the United 
States, the United Kingdom and Canada. Alcoa followed 
Alcan's lead in an effort to get rid of excess supply. 
Some felt the Soviet entry was the cause of shifting 
aluminu~ priees. Others felt the falllng off of demand 
was due to the high price of the metal - Hu~glns, 
00. cit.,pp. 57-bO. 
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~he above action put a stop to the competttion for 

bauxite lands which had created an artiflcial market. 

This action,furthermore, disregarded the lncreased 

value of the lands, and lnstead, for purposes of taxation, 

11mlted the tax base to the sum pald lnitlally by the 

companles for the right to mine mineraIs. 

Another feature of the new negotlatlons whlch 

appeared ln the agreements of 1957, promised the 

companles mlnlng leases upon purchasing extensive areas 

of ~and. These leases were to be honored anâ nothlng 

was to oe done to deprlve them of land needed for 

minlng. In return, the companies had to accept two 

responsibillties: (1) Not to lay idle lands acquired 

ând (2) to maintain the agricultural productivity of 

lands acquired by them, else at Government's discretlon 

they would be f1ned {50 per acre for land not restored. 

The 1957 agreements did not affect the lncome 

tax rate on bauxite converted 1nto alum1r.a, since the 

alum1na producer was pay1ng lnco~e-tax at ordlnary company 

rate. 50 far as royalty payable by Alumina Jamalca 

L1~1ted was concerned, lt was 1ntended to preserve 

approx1mately the seme âlfferentlal ra:e &S exlstea 

previously between this co~pany a~d the A~ericar. cOQpa~les. 
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The payments were accord1ng to the following schedule: 

2/6d. per ton on the f1rst million tons, 2/- on the 

second and 1/6 d. per ton on aIl bauxite mined in excess 

of two million tons. 

As for the "debated" initial allowances which 

l.'lere offered to Alumina Jamaica Limi ted by the Governrnent, 

under the Incorne Tax Law of 1951, Chief Min1ster Manley 

explained it -as the result of an oversight by the last 

government. 1t9J 

The renegotiat1ons of 1957, conducted by the 

Government l.'lere If clairned to consti tute the rnost 

slgnificant single advance that has ever been made in 

the economic position of Government. If 94 It i'las claimed, 

in addit1on, under the new arrangements~Jamalca would 

derive incorne tax per ton of bauxite larger than that 

obtained by any other country in the world ••• "95 

Huch of the Government's optimism at the 

1957 negotlations layon both the ever increasing dernand 

for alumlnum and the u?ward trend in the price of aluminu~ 

pige As noted earlier, arter that very year,prlces 

Q":l ,'.; Hanley, on. cit., p. 288. 

94 Ibid., p. 2B9. 

95 H::id. 
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actually deelined as aid the overall demand for the 

metal. 

In retrospeet,the 1957 agreement was not 

as good a bargain B.S the Government wished to belleve. 

JamaieB.' s agreement fixed an assumed profit per ton 

of exported bauxite subjeet only to the priee of aluminum, 

and not in rises in the eeonomie value of the ore. 

As a result the rises in the value of the ore are not 

trB.nslated into higher taxable profits. Nei ther does 

a fall in production eosts have any direct bearing on 

taxable profits. 'l'here 1s evldence that the unit cos'ts 

of mining raIls signll'leant.Ly wi th higher levels of 

operation. In partieular,the labour co st eomponent in 

the industry fell from 1957 ~~d 1962. 96 

Even more important in upsettlng taxable profits 

has been the very nature of intra eo:npany transfer 

priees in eomputing the 'market' value of sales. For ~.s. 

tax purposes, for example, the value of Jamaican bauxite 

used by the U.S. eompanies sinee the beginning of 

production, has been above the priee negotiated "';)etl'ieen 

tne eompanies and the Government, and. has been steadily 

97 ' rising. Tne accumm~lative lj53-1964 total value of 

Jamaican exports to the U.S. revalued at the companies' 

----------
'.76 ::. :irv3..--:', Carib"8e.?.n L'1.tegration, on. cit., p. 1')6. 

97 Ibid" 
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own transfer priees amounts to U.S. '500 million instead 

of $324 million. If we regard the $176 million differential 

as escaped taxable profit, the foregone tax revenue 

amounts to 170 million. This is equivalent to almost 

60 percent of the Government's total revenue from 

the industry since production began. 98 

Girvan asserts that even the most comprehen

sive of agreements between the companies and the 

Government (i.e: the 1958 Surinam agreement) do not 

account for rises in taxable capacity due to fall in 

co st of transport to aluminum plants ( in the U.S. ), 

or due to fall in the co st of recovering aluminum from 

the ore. There are ev1dences that both have been on 

the downward trend, the latter as the result of 

technical lmprovements and econom1es of scale. 99 

In short, without e1ther a free market ln 

bauxite or Governœent agreement on pricing and taxation, 

·pr1c1ng and therefore taxation will cont1nue to be 

largely a hit-or-miss affa1r, with relative large 

amounts of revenue lost through relat1vely small 

overs1ghts or defects.· lOO 

98 Ib1d. 

99 Ibid., p. 106. 

100Ibid• 
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VII. 

CONCLUSIONS 

Since vlorld War II the economy of Jamaica has 

been dramatically restructured by the exploitat1on of 

bauxite by a handful of firms operating in that country. 

These firms are subs1diaries of typically large corpora-

tions known as Mult1 National Corporat1ons w1th extensions 

in several countries and operat1ng in 1mperfect markets. 

Accord1ng to the theory of pr1vate foreign 

investment, an assessment of costs and benef1ts to the 

host country would in essence 1nd1cate the net econom1c 

benefits extended to the economy by the act of investment. 

Indeed, a close study of aIl costs and benefits of 

fore1gn capital is the basis for an approprlate selection 

of foreign capltal - assuming there exists a range of 

choices. Yet in practlce, the appraisal of costs and 

beneflts from private capltal (especially that arlslng 

from the MNC) extends beyond economlcs into areas of 

politlcs and a range of soclal institutions, expanses 

where a simple, or even a thorough, cost-benefit analysls 

l'TOuld be hopelessly marred by an inability to appraise the 

cost of such side effects as "alienation", "dualis~", or 

• domination" • 

An assumptlon that would syste~atically ignore 
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these latter items as not being the domain of an "economic" 

analysis is heroic and, in the final enalysis self-defeating. 

This study therefore has not attempted to make 

any neroic statements, nor to minutely quantify the costs 

and benefits flowing from the operations of the four 

bauxite-alumina companies in Jamaica, but rather to expose 

the nature of the operations of the enterprise. 

The firms operating in Jamaica were seen to be 

giants in the international aluminum industry occupying 

strategie positions in the market from extraction to 

fabrication. The na.ture of operations were seen ï;O be 

highly capi~al intensive. The inputs into the dried bauxite 

operations were seen to consist mainly of services. For 

example, the major element affecting the cost of delivered 

bauxite to"a:lumina- production pTant is transportation. 

For alumina production, as much as one-half the value of 

the product i8 due to raw materials such as fuel, starch, 

caustic soda, as 'l'Tell as managerial and labour inputs. 

The decision of American comnanies not to locate 

alumina planï;s (until recentlyJ in Jamalca - a move that 

wouia nav~ greatly affected the economy and the lo~istics 

of the lndustry - was due ~ore than any other fact to the 

attraction of the ho~e inst1tutlonal env1ronment ~ade 

nlausible by U.S. Govern'l1ent offers and lnfluentlal industrial 



-Ii" 

groups. Thus the declsion not to locate alumina plants 

on the Island ls seen as an lrretrievable loss from the 

Jamaican point of vlew. 

Under "Gross Output", a hlgh share of value 

added in gross output was noted for both dried bauxite 

(84 percent) and multl product operation (69 percent). 

Of thls amount (see Table VI),39 percent and 30 percent 

are the respective 'national'contents of value added. 

Concernlng the elements of value added, only wages 

and taxes accrue to the local economy (40 percent 

and 45 percent of the national content of value 

added, respectively). while depreciation and net profit 

would accrue to the companies. 

As for intermediates, the bulk of inputs 

consists,in the case of bauxite,of services which are 

not transferrable su ch as transport and building 

construction a~d thus are supp1ied from the local 

economy. For the multi product operation,the reverse 

is true. Although the good inputs cou1d be provided 

for the most part 10ca11y, a1most aIl are imported, 

thus not encouraging the deve10pment of secondary 

industries. 

The Bauxite-Alumina Industry prov1ded the 

bulk of incrementa1 receipts of total foreign excha~ge, 
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'. though after 1958 the receipts from other sources 

outpaced the receipts from the industry. 

The linkages of bauxite w1th other sectors 

of the economy has been felt strongest in the 

construction industry, and to a much lesser extent 

in the agr1cultural sector. As for the linkage 

effects on the manufacturing industry, it has been 

virtually non-ex1stent. 

Employment has fared no better: aside from 

the induced employment in the construction industry, 

employment offered directly by the companies makes 

jobs available for a mere one half of one percent 

of the labour force. 

The area of taxes is left as a critical 

contributor to the economy. Indeed, when the tax 

intake per ton was low as up to 1957, tax payments 

averaged a mere 5 percent of total local payments 

while after that period they averaged almost ~ne half 

of total local payments. Being such a vital source of 

government expenditures, the tax intake becomes 

the log1cal area for educated scrutiny. And to indulge 
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into the possibilities for tax increase means to focus 

on the great disparity between the bargaining power 

of the corporations and the barga1ning power of the 

government.101 

To better appreclate the latter fact, a 

short review of._the historical and the institut10nal 

background indicates (a) the increasing strength of 

the bargainlng position of the government (b) the 

great stride made in the renegotiations of 1957 and 

(c) the need for an even better ddeald from the 

point of view of Jamaica. The latter would seem 

d1fficult to realize,ln view of the terms of the 

negotiations and the foreboding size and degree of 

influence of the MNC's. Yet any effort towards that 

direction, even if it should bear no fruits ,will only 

serve to increase the bargaining level of the government, 

and through time,in the dim ranges of the future that 

lie ahead,may hold forth a promlsing ray of hope. 

101 S. Hymer, has an 1nterest1ng model of the unequal 
barga1ning power of the corporat1on and governments, too 
deta1led to reproduce here; For a short version see 
Hymer, ·The Effic1ency Contradictions of Multinational 
Corporations·, The American Economie Review, Vol. LX, 
No. 2, May 1970. 

106 



APPENDIX I. 

TRADE UNIONS AND BAUXITE WAGES 

Sinee 1952 the eeonomy of Jamaiea has been 

revolutlonalized by the exploitation of bauxite, for 

whleh Jamaiea has become,in the space of a few years, 

the world's largest source of the ore. The impact of 

the highly meehanized bauxite eompanies on a some

what arehaie eeonomy has been dramatie. Tradltionally, 

Jamaiea had coped with unemployment through the 

spreading of work over a larger number of persons 

than neeessary, often resulting ln ·zero· or even 

·negatlve· marginal produet of labour. But, with the 

arrival of the companies, a highly pald ellte group 

of workers emerged which may have been a ·mixed· 

blessing for the lsland. 

Being accustomed to Amerlean labour rates 

and trade union praetiees, the bauxite companies established 

wage rates wh1ch were often beyond the capacity of other 

employers to match. Ameriean Unions were influential 

in the establishment of these rates as William Knowles 

has pointed out: 

·To protect labor standards in the bauxite 
and alumina industries in North America 
the United Steel ~Qrkers of Amerlea, AFL
CLO, has given finanel~l and teehnlcal 
assistance in the organizlng and bargaining 
activities of unions of the bauxite industry 
in Jamaiea ••• The Steelworkers Union placed 
Kenneth Serllng, for~erly a~ organlzer of 
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the Peoples' National Party, on its payroll 102 
for organizing Jamaioan bauxite workers •••• H 

The influenoe of the Steelworkers Union is 

illustrated in a statement made by one of its 

representative,s to Jamaioan bauxite miners, that they 

need not be so pleased with their prosperity that bought 

bioyoles, for North Amerioan bauxite workers reoeived 

wages that bought automobiles. nA bioyole is ohild's 

toy", he said. 

The above remark, in addition to the whole 

attitude of labour offioials, led the Jamaioan Government 

to protest to the United States State Department over 

the Amerioan Union influenoe in the Jamaioan labour 

affairs. Sinoe then, the steelworkers have sent Canadian 

Steelworker representatives to Jamaioa. 103 

It is reported, a government offioial 

alarmed by the general inflamaatory talk insisted that 

"it was only a few years ago that workers oould not afford 

to buy shoes, muoh less bioyoles and that putting the 

idea of owning automobiles into the minds of workers was 

dangerous.- 104 

102 W.n. Knowles, Trade Union Development and Industrial 
Relations in the British West Indies, (Berkeley & Los 
Angeles, University of California Press, 1959), pp. 136-7. 

103 Ibid. 

104 
Ibid. 
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Union leaders in the West Indies, as already 

noted, place great emphasis on industrialization, in, 

spite of the World Bank reports which stress the improve

ment of agriculture. They identify a high standard of 

living with industrialization. In fact, "West Indian 

workers have an intense distate for estate agriculture 

and a liking for industrial jObs. Mi05 

It is not difficult to see then, considering 

how powerful the Unions are and how intimately Unions 

are associated with political parties, that wages in 

the bauxite lndustry are set so high. Let it be said 

that the political parties, being committed to a 

platform of attracting foreign capital and pioneer 

industries, realize the attraction of Jamaica is in lts 

cheap labour. They assert furthermore, that unions 

should develop a colony-wlde wage rate for comparable 

labour grades, and foreign companies lnvesting in 

Jamaica should not be expected to pay more than the 

going rate. The bauxite companies, in their wage 

arbltration case of 1953 clted the latter ln their 

pursult of a low wage rate. They also asserted that 

wage dlfferentlal would create labour unrest and dlsrupt 

the labour market, and that hlgher wages would be 

lnflationary in an economy where consumer goods were 

105 Ibld,,?p. 180-1. 
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lacking. The bauxite workers' Union responded strongly 

ths.t they were employees of North American Companies 

and allied to North American Unions and that the 

productivity of Jamaican workers was equal to that of 

North American aluminum workers. 

The bauxite workers' union won its 1955 

wage assertation case and Mstrengthened its position 

on wage differentials with the argument that wage 

differentials between industries, and especially 

between agriculture and manufacturing industries, 

exlst in the more advanced industrial countries. w106 

As for the argument that wage differential 

would disrupt labour markets, the union pointed to 

tradlt10nal wage differentials within agr1culture 

that do not cause unrest. They d1d not deny the 

lnflat10nary consequences of wS.ge dlfferentlals 

but rather rested their case on the inevitable fruits 

of economic development. The unions added, inflation 

rather than being undesirable placed new purchasing 

power in the hands of workers and thus would create 

a greater demand for consumer goods, which in turn 

107 encouraged the gro .. rth of local secondary industries. 

-------------
106 Ibid,.!., p. 1b6. 
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'l'he oauxi 'te companies' response to the unions 

clamour was relatively calmer. After aIl, with wages 

making up a relatively small part of the cost of 

production,their economic position was not seriously 

belng jeopordized. They did make an effort to. point 

out, for example, in 1956, that as subsidlaries of 

the parent aluminum company, the bauxite subsidiaries 

did compete with other subsidiaries in other ls1ands, 

and that higher wages would induce the parent company 

to buy their bauxite elsewhere. The formation of the 

Cari bbean Federation of Bauxi te ~lorkers shortly 

thereafter assured the companies the elimination of 

such shadow competition and ensured them of a 

standardized wage rate. 
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