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Abstract

While the term ‘globalization’ is a relatively recent addition to scholarly discourse, exposure to the vagaries of the international market is hardly a new experience. In the natural resource sector, trade in such commodities as timber, animal furs and minerals became the ‘staples’ upon which ‘New World’ economies was built. The industrialization of these ‘New World’ economies witnessed a dramatic increase in the production and trade of these staples. In Canada, the Cape Breton area of Nova Scotia represented an archetypal mining-industrial community by 1914, with 14,000 miners producing seven million tonnes of coal to fuel one of Canada’s largest steel mills.  In Australia, Queensland’s coal mining industry progressed on a smaller scale. Nevertheless, by 1914 coal provided the principal support for a number of regional communities. From 1945, the traditional coal-producing industries in both Cape Breton and Queensland entered a period of profound crisis due to changing markets, alternative energy sources and new mining techniques. In Nova Scotia, the principal response was the imposition of public ownership through a crown corporation (DEVCO). This solution, however, was unable to stop a continued decline in the Cape Breton industry, which, in 2001, is slated to close.  In Queensland, the post-1945 crisis produced a very different response, as state-owned mines – the largest and most efficient producers - were privatized between 1957 and 1964. While the Queensland industry experienced a dramatic revival during the 1970s, as new fields were developed using open cut coal mining techniques, by the 1990s the industry was once again in a crisis of falling prices and declining employment.  For the coal mining communities of both Cape Breton and Queensland the experience of the last 100 years indicates the continued vulnerability of the natural resource sector to market forces, whether or not the industry is in public or private hands.

Introduction

Despite their location in opposite hemispheres, the provinces of Nova Scotia and Queensland have long shared similar problems in adapting to the vagaries of the world economy.  In each instance, an historic dependence on staples to maintain economic growth has made the problem of adaptation a problematic endeavor, particularly given their distance from the national centers of economic and political power in Ottawa and Canberra.  Nevertheless, by 1914 coal mining in both these provincial societies had become a key component in the process of industrialization, as both Canada and Australia sought to develop more diversified economies. This was particularly the case in Nova Scotia, where large-scale coal mining underpinned the creation of a mining-industrial complex that included one of Canada’s largest steel mills. While, in both Nova Scotia and Queensland, production was aimed principally at domestic rather than international markets, a range of outside forces nevertheless shaped coal mining in these local economies. These included factors such as changes in mining technology, the price for ‘bunker coal’ (the coal used to power steamships), and the migration of labor. In the wake of World War II these forces for change increased dramatically. New mining technologies dramatically reduced the demand for skilled underground miners, while the demand for coal itself declined due to increased competition from alternative energy sources, particularly oil. These developments produced a crisis for traditional coal mining communities around the world, associated with mine closures and job losses.

In both Queensland and Nova Scotia, the post-1945 crisis in the coal industry signified the beginning of a process of transition that had important ramifications for both the local labor movements and the regional economies concerned. Three distinct forces shaped this process of transition. First, there were the economic and technological forces for change that undercut the viability of the pre-existing local industries. Second, there were the official government responses to these economic and technological forces for change. At a formal level the responses by the state in Queensland and Nova Scotia were markedly different. In Queensland, the state fostered the operation of market forces, privatizing state-owned mines and lifting restrictions on the production and marketing of coal. In Nova Scotia, in contrast, public ownership was imposed through the formation of a crown corporation (DEVCO). Despite these differences at an institutional level, however, the official response in both situations was premised on an acceptance of market forces, and of the need for ‘rationalizations’ in the name of economic competitiveness. In consequence, in both Queensland and Nova Scotia, officially endorsed ‘transitions’ were associated with reduced employment and the closure of long-established mines. The third response to change came from organized labor and the various coal mining communities.  In Queensland, in particular, this response was based around a sustained opposition to the operation of market forces, and for a defense of existing jobs and mines.
During the 1970s the officially endorsed process of transition for the coal industries of Queensland and Nova Scotia, premised around an acceptance of the need for international competitiveness, gave the appearance of success. This was particularly the case with the Queensland coal industry, where the discovery of new low-cost coalfields, and the state’s proximity to the burgeoning markets of East Asia, made it a dominant force in the global coal trade.  It is the contention of this paper, however, that the strategies adopted by both provincial governments and labor movements proved incapable of protecting their respective coal industries from another crisis characterized by falling prices, cost-cutting and falling employment.  By the 1990s, both the Queensland and the Nova Scotia coal industries were once again in crisis.  In Cape Breton, this renewed crisis was associated with the total withdrawal of federal government support for the industry in May 2001, and the ending of mining in the Cape Breton coal fields after centuries of continuous operation. 

Globalization, National States and Local Communities

‘Globalization is’, as Edward Herman (1997: 8) asserts, ‘the systematic extension of corporate capitalism across borders in search of markets, raw material, and lower labor costs’.  The larger question, however, is whether ‘globalization is an overwhelming supra-national force that has largely usurped national policy autonomy’ (ILO, 1996: xiv). There has been considerable debate on this question (see, for example, Ohmae, 1995; Du Boff and Herman, 1997; Tabb, 1997; Wood, 1997).  The positions can be reduced to two interpretations of the globalization phenomena. First, there is a ‘strong’ version that perceives a transnational economy as a fait accompli, and which contends that the nation-state has been greatly reduced in significance.  Second, there is a ‘soft’ version, that acknowledges a greater internationalization of the economy but which maintains that nation-states remain the most important political and economic units and that governments retain considerable policy autonomy (Evans, McBride and Shields, 1998: 2-3).  Labor laws, financial contracts and the like are still enforced and adjudicated by national or provincial governments.  As the noted British economic historian, Eric Hobsbawm has observed:  ‘The international organizations we have only exist by permission of the nation-states. They have no independent power, other than that granted to them’ (Hobsbawm, 2000: 78).  We view the evidence as supporting the ‘softer’ version of this phenomenon. 
‘While’, as the International Labor Organization (1996: 11) observes, ‘globalization has by no means usurped domestic policy, it nevertheless exerts a growing influence on policy’. Moreover, neo-liberal political forces have pushed national governments, with a great degree of success, to accept regional and international trade and investment deals that have placed additional restraints on the autonomy of policy makers. In this regard, a good deal of the much cited limitations on national policy has been self-induced (Evans, McBride and Shields, 1998).  This, however, remains a real constraint that will be difficult to reverse.  Given this set of circumstances, we can view globalization as a: world-wide policy directed at ‘flexibilization’ of production methods and consumption norms as well as extensive forms of ‘deregulation’. In this sense, globalization should not be seen as an adherence to an economic ‘logic’, or some sort of divinely-inspired state of affairs.  Rather, globalization should be understood as a decisive political strategy aimed at the restructuring of post-war capitalism in terms of its economic, social and political dimensions (Hirsch, 1997: 41).
In many respects globalization does not so much pose a threat to the sovereignty of the state (especially the most economically powerful states), as it challenges ‘popular sovereignty in the forms of substantive capacities to democratically coordinate economic activities and enforce egalitarian measures’ (Albo and Roberts, 1998: 314).  For, historically, it has been within the boundaries of local communities and nation-states that workers and other citizens have been able to impose, through industrial struggles and political mobilizations, some measure of social and political control over the logic of capital accumulation. Such controls have frequently resulted not only in an improvement in working conditions, but also an extension of some limited measure of democracy to the economic sphere (Aldo and Roberts, 1998: 312).   As the ensuing discussion will demonstrate, it is only when such political and industrial mobilizations underpinned state policy that the coal mining communities of Nova Scotia and Queensland obtained some respite from the excesses of market forces within the industry.
Coal: Production, Marketing and Regulation

Coal is one of the world’s most common minerals, with deposits amounting to many billions of tonnes being found in numerous locations across the world. While the demand for coal for both heating and steel making has steadily risen with the progressive industrialization of the planet, coal remains a low-price commodity (the ‘spot’ price for thermal coal in 2000 was approximately US$20).  Not only do coal producers face ready competition from other domestic and international coal firms, they also face competition from alternative energy sources such as oil and gas and, in the Third World, even wood.  Historically, the low price obtained for coal has produced contradictory responses from both owners and their miners.  For owners, the low price received for coal has led them in a constant search for lower-cost and/or more efficient production methods.  Technologically, this tendency has resulted in a steady increase in capital investment in the industry, as it progressed from simple open-pit operations, to deep underground mining to modern open cut (also called opencast) techniques.  In terms of labor relations, the low cost of coal inevitably drove employers to seek a low price for their labor. This was particularly the case during the period of deep mining, which characterized the industry from the sixteenth to the late twentieth centuries.  As the work of J. U. Nef has demonstrated, the phenomenal increase in British coal production from 1550 signified, in large part, the application of ‘capitalistic forms of industrial organization’ to this industry before any other (Nef, 1966: 322).  By the early eighteenth century, colliery employment was already associated with the most abject misery, one observer noting in 1724 that they were distinguished by ‘dejected countenances … occasioned by their poverty and hard labor’ (cited Pollard, 1984: 18).  While the application of exploitative labor relationships in the search for lower cost structures was hardly unique to coal by the nineteenth century, the combination of these relationships with deep mining produced a volatile industrial mix.  Even by comparison with their counterparts in hard-rock mining, coal miners faced an unusually dangerous work environment, due to the presence of two potentially explosive substances - methane gas and clouds of coal dust. Not surprisingly, this work environment has produced employees renowned for their industrial militancy.  In endeavoring to explain the inter-industry propensity of workers to strike, for example, the celebrated Kerr-Siegel study (1954: 189-211) noted that coal mining was one of only two industries which was in the ‘high’ category across the range of countries studied.

While the coal industry is one in which, as Nef has observed, capitalist social relationships are historically well established, two factors have nevertheless restrained the full operation of market forces.  First, there is the cost of transporting coal. Given coal’s low sale price, its production and sale remains an uneconomic proposition unless coupled with cheap and efficient transport.  Even with the development of steam-powered rail and shipping systems, distance acted to fracture the coal trade, rather than produce a single ‘global market’.  In consequence, coal production has historically been directed towards domestic, rather than international markets. This remains the case. In 1997, for example, the world’s total sea-borne coal trade amounted to approximately 500 million tonnes, effectively divided by distance into two markets – Europe and North-west Asia (IEA, 1998: I-1.2). By contrast, United States production alone almost equaled this volume of traded coal, while China (the world’s largest producer) mined almost 1,330 million tonnes (Carrington, 1998: 68). Given that most of the world’s coal continues to be sold domestically, the further penetration of the export trade into local markets can only occur where price is sufficiently low to overcome transport costs. 
Although distance has acted to protect local coal markets, both owners and miners have also frequently sought additional protection through the regulation of the production and sale of coal. So common have these regulatory tendencies been that Sidney and Beatrice Webb concluded, somewhat inaccurately, that: ‘The policy of restricting output of coal in proportion to the demand for it at the current price has always remained a leading principle of the Coalminers’ (Webbs, 1920: 447).  While the practice of industry self-regulation by both owners and working miners was carried from the coal mines of the Old World to the New World, two forces acted to undermine its effectiveness from the late nineteenth century. First, the very concept of regulation came under an ideological assault from the advocates of free market capitalism - most notably Adam Smith, David Ricardo – who argued that regulation ‘had produced no sensible advantage’ (Smith, 1966: 142-3). Second, the creation of larger coal markets due to improvements in transport made any sustained agreement on a policy of regulation impossible, as a slightly higher price was unlikely to compensate more efficient producers for restrictions in output (Nef, 1966: 118).  During the nineteenth century, divisions as to the benefits of free trade in coal spread to the ranks of the various miners’ unions, as miners in export-oriented fields showed little enthusiasm for restricting output when the loss could be filled from production from other fields (Clegg, Fox, Thompson, 1964: 19). 

Given the ideological divisions and economic differences among both owners and miners, by the twentieth century any attempts at regulatory strategies in the coal industry increasingly depended on state sanctions. Here again, however, attitudes towards regulation tended to reflect the state of the industry.  Put simply, while the industry was generally happy to endorse a regulatory approach during bad times, or when market share was being lost to ‘outside’ competition, there was little enthusiasm for such restrictions when profits were high and markets were being won elsewhere. Even where a regulatory approach was adopted, such as under the Guffey-Vinson Act in the United States during 1937, the long-term benefits of this strategy were often disappointing. In both the United States and Great Britain, for example, increased state intervention and regulation did little to halt an overall decline in industry employment due to falling consumer demand and mechanization (Dubovsky, 1994; Hall, 1981).
Despite the fact that most of the world’s coal is still consumed in local markets, the industry everywhere remains focused on producing at low-cost.  While distance does provide some protection, market forces remain omnipresent, whether in the form of external producers or alternative sources of energy.  Given these tensions between domestic and global forces, it is the contention of this paper that developments in the coal industry need to be understood in both a local and global context, with each local industry constantly being torn between regulatory and free market solutions. Unfortunately for the industry, a comparative study of the experiences of Nova Scotia and Queensland suggests that neither strategy offers a guarantee of success.
The Coal Industries of Cape Breton and Queensland to 1945

Geographically and climatically, Queensland and Nova Scotia stand in marked contrast to each other. Whereas Queensland occupies a vast, tropical landmass of 1,727,200 square kilometers, Nova Scotia is a  relative minnow, encompassing a mere 55,000 square kilometers.  Despite these geographic differences, however, Queensland and Nova Scotia have both played remarkably similar economic roles in their respective national economies.  Historically, both economies have principally acted as suppliers of staples to the world economy.  While the commodities produced by each province were dissimilar – lumber and fish in the case of Nova Scotia and minerals and pastoral products in Queensland – in both economies the reliance on staples left them exposed to the vagaries of the global market.  At a national level each province was overshadowed economically and politically by larger, centrally placed provinces with more diversified economies.  In both Nova Scotia and Queensland the concentration of financial and political decision making centers outside their provincial borders also tended to produce a self-perpetuating cycle of regional underdevelopment. In this regard, the development of the vast coal reserves of Nova Scotia and Queensland provided the respective provincial governments with similar problems and opportunities.  First, the development of large-scale commercial mining was heavily dependent upon government support in terms of the provision of infrastructure and, at various times, tariffs and bounties. This support was particularly important for the expansion of both industries in the late nineteenth and early twentieth centuries, given competition from coal producers in other provinces, and from the United States in the case of Nova Scotia.  Second, and more significantly, the growth of coal mining in both Nova Scotia and Queensland presented provincial governments with key strategic decisions.  Was the extraction of coal to be simply another staple that was sold on to the national or global market, thus entrenching the status of the province as a staple producer? Or, alternatively, was the expansion of coal mining to provide the basis for a more diversified economy, in which coal was consumed domestically for industrial purposes?  While, in the period to 1945, the provincial governments of both Queensland and Nova Scotia both saw the growth of the coal industry as key component of a more diversified economy, the latter province was to prove far more active in transforming this potential into reality.

Cape Breton: From a Whale to a Minnow

Canadian economic history is replete with regional underdevelopment problems and diversification plans.  Nowhere is that more apparent than in Atlantic Canada.  The Federal public policies of the late 1800s created an industrial capitalist model, which ‘had devastating consequences for economic development in the weaker regions and communities of the country’ (Frank, 1977:5).  The loss of people, capital, and political influence, as well as the creation of a national market in goods accelerated the trend towards a crisis in the regional economy of the Maritimes. This regional crisis intensified through the creation of ‘underdevelopment within underdevelopment’ in the case of main land Nova Scotia and the Cape Breton hinterland.  The development of the coal and steel industry in Cape Breton provides powerful testimony to such a relationship.  It is a self-evident fact that Cape Breton has never controlled its own economic destiny as far as the Island’s coal fields are concerned.  American, British and Central Canadian interests had driven the industry in such an economically ‘perverse’ fashion, that coal mining was a secondary consideration to other financial concerns.  Despite many promises to the contrary, the industry was run rather poorly due to the lack of mining and even general industrial experience on the part of the various ownership consortiums.  As Tom Kent, the second President of the Cape Breton Development Corporation (DEVCO) points out:  

The entrepreneurs of a hundred years ago briefly promoted Sydney as a second Pittsburgh, but they created no way in which coals seams dipping under the ocean could be economically mined for more than a few miles from shore; nor did they find any way for a plant located far from major manufacturing centres to market steel on the scale that the technology of its production required (Kent, 2001: 2).

In industrial Cape Breton, the exploitation of the region’s natural resources had led to the initial development of a wealthy, growing community.  The population had risen from 18,005 people in 1891 (the 74th largest population in Canada) to 57, 263 people by 1911 (Frank, 1977 :7).  The industrial coal field base was stretched along a 30-mile corridor of the northeastern shore of Cape Breton.   Coal reserves were estimated at approximately one billion tonnes (Frank, 1977: 7).  The favorable costs of exporting coal to Quebec and extensive iron reserves that were close at hand, allowed for the development of an iron and steel industry in Cape Breton.  ‘By the time of the First World War industrial Cape Breton occupied an important place in the national economy.  The coal mines supplied more than 44 per cent of Canada’s annual coal production, and the iron and steel industry produced more than one-third of the country’s pig iron’  (Frank, 1977:7).

This rosy picture was clouded by the reality of a province, which had not been able to use the hundred-year-old coal industry to create a more mature economy:

Nova Scotia, as a province, has not reached the stage of industrial and manufacturing activity that should have accompanied a coal mining industry 1000 years old.  It must be confessed that the potentialities of Nova Scotia have been but meagerly realized.  Take away the steel industry from  Nova Scotia, and what other manufacturing activity has the Province to show as a reflex of the production of 7,000,000 tonnes of coal annually?  The coal mined in Nova Scotia has, for generations, gone to provide the driving power for the industries of New England, Quebec and Ontario, and has, in large part, been followed by the youth and energy of the Province.  For almost a century, Nova Scotia has been exporting the raw material that lies at the base of all modern industry  (Frank, 1977: 7).

While Cape Breton coal and steel production drove the Nova Scotia economy in the late 1800s and early 1900s, the potential power of such industrial activity had yet to be realized because of government and  business activities.  Underdevelopment has been part of Cape Breton’s history since the British took control of the island in 1763.  When the Holland survey confirmed that the island did indeed contain rich coal resources, Britain banned any land settlement from taking place.  ‘Britain did not want competition with her own coal resources and industries; she therefore annexed the island to Nova Scotia and continued the ban on land settlement’ (Morgan, 2000: 3).  It was not until 1784 that the colony was open for settlement. In the same year the first lieutenant-governor of Cape Breton, J.F.W. DesBarres, leased mineral rights to Thomas Moxley. 


When the coal fields were finally opened up and leased to industry,  ‘rapacious’ capitalism became the order of the day. Independent operators came and went, in relationship to the economy, and the result  was a 25 per cent survival rate in 1893 (MacGillivray, 1979:52).  In 1870, twenty collieries were operating in Cape Breton.  By 1875 the colliery owners had begun complaining that it was impossible to make money because of transportation costs and competition from lower priced American and British coal. The editor of the Canadian Mining Review lamented this situation as ‘an undeviating policy of (operators) cutting one another throats, until one wonders there is anything left of them’ (MacGillivray, 1979:52).  Consolidation through foreign ownership brought order to the coal industry and set the stage for future economic and political developments. 


In 1879, the federal government’s National Policy, sheltering Canadian companies from the foreign products, saved the mines.  A series of federal and provincial protective tariffs and subsidies follows to help the Cape Breton coal industry.  In an effort to reduce costs, colliery owners cut pay in half for Springhill miners, which prompts the formation of the Provincial Workman’s Association (PWA), the first trade union in North America.  Robert Drummond (overground boss of the Provincial Miners’ Association) tours Cape Breton as an agent of the PWA to organize miners. He finds them working long hours for low wages and paying high prices to the company stores, known appropriately as ‘Pluck Me’s’ (Morton, 1998: 51).

A Boston industrialist by the name of Henry Melville Whitney became interested in Cape Breton coal as a cheap fuel source for his Virginia Railway lines (MacGillivray, 1979: 53).  The Nova Scotia Premier, W.S. Fielding wanted to increase the coal royalty rate, but soon changed his mind after discussions with Whitney. The Provincial House of Assembly amended a new mines and minerals bill in order to create the most favorable conditions for American investment. The coal royalty rate was effectively ‘frozen’ for the foreseeable future, an ‘unprecedented’ 99 year lease was granted, and a 20 year renewable lease was provided for (MacGillivray, 1979:55).  

The close relationship between the Whitney syndicate and the Fielding Provincial Government was borne out of the legislative debate that took place in January of 1893.  Speaking the language of  ‘progressive globalization,’ the Liberal Premier cited an old promise of new world prosperity and ‘...declared that what nature intended was that the miners of Cape Breton should sell in the New England market; and he told his hearers that when we had the American market again...(through reciprocity)...then would Sydney and Cape Breton flourish as never before’  (MacGillivray, 1979: 55).  The Conservative opposition leader, C.A. Cahan made the important but little noticed point that the Whitney syndicate was composed of individuals who had made their money in the stock markets, and not in industrial development (MacGillivray,1979:55). 


The leasing arrangement quickly passed and the Dominion Coal Company was created on 1 February 1893.  The company’s board of directors was drawn from Boston, New York and Montreal financial interests.  While the newly formed company created certain efficiencies and essentially stabilized the coal industry through larger scale development, a number of criticisms began to emerge.  These criticisms revolved around mismanagement of a number of the mines and the almost complete lack of mining knowledge amongst the controlling financial interests (MacGillivray, 1979:57).  Managerial incompetence gave rise to grandiose schemes, financial losses and company infighting.  Instead of simply trying to ‘grow’  the company in line with rising domestic trade,  the owners chose to focus on gaining access to the New England market, which did not happen.  Perhaps the most important development during this period, was the formation of the Dominion Iron and Steel Company in 1899. The ownership of Dominion Coal was essentially the ownership of Dominion Iron and Steel, with the same lack of managerial skill exhibited.  Dominion Coal became the supplier to Dominion Iron and Steel and the future of these two concerns paralleled one another, as steel production became the coal industry’s largest single market.

In 1901, the Dominion Coal Company was sold off to a Montreal interest. This began an intense rivalry between the new owners of the coal and steel companies; to the point where each was trying to take over the other’s company.  A successful merger took place in 1910 and stock promotion strategies were developed in concert with two of the leading Canadian banks (Frank, 1977:12).   The coal mining industry had become not only ‘…an important source of industrial energy for the Canadian economy, but also an attractive field of investment for Canadian businessmen.’ (Frank, 1977:13).  Poor wages and working conditions underlie the United Mine Workers of America (UMWA) entry into the mines over the objections of the PWA, who were supported by the colliery owners.  The mining companies feared that the miners would demand American wages if they were to be controlled by an American union. The UMW called for a strike in order to gain management recognition. PWA miners continued to work and supported the decision of the companies to call in the militia. Strike breakers were brought in from Belgium, Montreal, Scotland, Wales, Newfoundland and rural Cape Breton.  Troops armed with machine guns suppressed the strike. UMW District 26 chapter was granted a decade later.  In 1917, miners formed the Amalgamated Mine Workers of Nova Scotia (Morton, 1998: 53). 

The Nova Scotia coal and steel industry came under further pressure to consolidate during the period of the 1920s.  An ambitious merger plan was put together by Canadian and British interests in the hope of linking ‘Canadian coal, iron and steel resources to the British steel and shipbuilding industries...’ (Frank, 1977:17).  Stock promotion drove the proposed merger and after a raucous Canadian House of Commons debate, a ‘scaled down’ concern was created - the British Empire Steel Corporation (BESCO).  BESCO cut miners’ wages by two-thirds. With the industrial temperature rising, in 1922, the Gillen Commission was set up to resolve the wage problem (CBC, 2001:1).  The Dominion Bureau of Statistics estimated that it cost a miner 90 per cent of his earnings to pay rent and feed his family.  Contract workers earned even less.  Despite this, BESCO cut wages again and the local union called for a slowdown strike of the 12,000 miners working in the Cape Breton coal mines. This strike lasted eight months and in the end the men returned to work with an 18 per cent cut in pay from 1921 rates. 

The history of BESCO can best be described as ‘unfulfilled promise.’ Corporate infighting, unstable economic conditions, labor problems, lost markets and  cries for state support characterized the BESCO years. In an ‘attempt to reduce labor power, BESCO management tried to force wage reductions on the coal miners’ (Frank, 1977:27). The result was a series of management-labor confrontations, culminating in the bitter strike of 1925.  Public opinion was decidedly against BESCO’s labor policies and coal miner resistance to wage reductions hurt the company.  Cheap American coal, which was being dumped on the Canadian market also contributed to BESCO’s financial plight.  By the time that the federal government acted to protect coal, iron and steel producers through increased tariffs and transportation subsidies, BESCO was in a state of financial crisis.  This crisis mirrored the economic decline of industrial Cape Breton.  After a serious of corporate and political maneuvers, BESCO’s financial situation became untenable and the corporation was dissolved in 1930 (Frank, 1977:33).   However, the policy of government support for the ailing industry continued, with the Dominion Coal and Steel Company (DOSCO) soon arose out of BESCO’s ashes.  In the short term, this policy of continued state intervention showed promise of remedying the industry’s problems, as  Cape Breton’s coal production peaked in 1940.  However, this success could not mask the fragile state of the industry. Reflecting on the government’s support for the industry at this time, Kent (2001: 2) has noted: ‘For the next forty years a foreign owned coal and steel industry would be maintained thanks only to increasing government subsidies and at the price, nevertheless, of deprivation for miners and their families.’ 

Queensland: Regulating and Sustaining a Minnow

While, by 1914 the Cape Breton coal industry had become a central component in a large, integrated industrial complex under the effective control of a single private consortium, in Queensland the industry remained focused on small-scale production.  Almost without exception, coal mining remained the domain of undercapitalized, family-owned operations.  Despite a rapid expansion of the industry between 1906 and 1914, Queensland’s total production in 1914 still amounted to little more than one million tonnes – approximately one-eighth of that produced by Nova Scotia (Whitmore, 1991: 5). This sorry state of affairs continued despite the discovery of large coal deposits in a number of fields. The most significant of these fields, in terms of both employment and production if not reserves, was the West Morton field, situated some 45 kilometers west of the provincial capital of Brisbane.  While the coal seams on this field were shallow and of uneven quality, the proximity to Brisbane with its steam-powered ships and factories ensured its product of a market.  Even in this market, however, Queensland coal producers faced stiff competition from coal produced in the neighboring state of New South Wales (NSW).  In 1914, not only was NSW production in excess of 10 million tonnes a year, it was also cheaper and of higher quality. The lower costs of NSW coal reflected, in large part, the greater economies of scale achieved on the southern fields.  As one Queensland government report observed in 1900: ‘It has generally been supposed that we cannot compete with New South Wales … One very effective reason for this is, unquestionably, the small scale on which our operations are necessarily carried on’ (Queensland Department of Mines, 1900: 248). 

To enable the industry to break out of the vicious circle in which it found itself, the Queensland government pursued a number of strategies between 1900 and 1945 which involved a progressive increase in government control and regulation. Prior to 1914, state intervention took two main forms. First, the government imposed a series of tariffs and rebates to encourage shipping companies to use Queensland coal for bunkering purposes, rather than coal from NSW (Queensland Department of Mines, 1906: 961; Bowden and Barry, 1998: 201-2). These measures proved highly effective, and by 1909 almost half of Queensland’s coal production was dedicated to this market. Second, the expansion of Queensland’s railways after 1900 also provided new markets for Queensland coal, with government departments purchasing approximately a third of all coal produced prior to World War I (Queensland Department of Mines, 1910: 655-6).  Following the election of the Ryan-Theodore Labor Government in 1916, government intervention took on more direct forms.  As part of a strategy to underpin the development of a large steel-making and mineral smelting sector in Central Queensland, the government established a number of large, mechanized state-owned mines in Central and North Queensland. Unfortunately for the government’s strategy, however, hostility to the government’s initiatives in Australian and British financial circles forced an abandonment of plans to develop a large steel-making plant in the Central Queensland town of Mackay (Thomas, 1986). 
The defeat of the Labor government’s plans for the development of a large-scale industrial center in Central Queensland - as was successfully achieved at Cape Breton - proved to be a critical moment in the history of the Queensland coal industry.  With domestic demand for coal constrained by the absence of a large-scale manufacturing sector, the state-owned mines remained aberrations in an industry that continued to be characterized by small-scale production.  Instead, expansion of output in the Queensland industry continued to be characterized primarily by a proliferation of small-scale mines. In 1934, for example, the average annual production of Queensland’s 85 collieries amounted to a mere 11,000 tonnes.  By contrast, average annual production for Queensland’s collieries in 1894 had been 12,500 tonnes.  In other words, the productivity of Queensland’s mines was actually less in the mid-1930s than it had been 40 years before (Queensland Department of Mines, 1936: 156).  In this context, the industry once again found itself constrained by a combination of limited markets and capacity.  By 1933, any plans for the expansion of the industry were abandoned.  Instead, a newly elected Labor government in December 1933 passed a Coal Production Regulation Act to control the mining, production, marketing and price of coal within Queensland (Queensland Parliamentary Debates, 1933: 1061). Such measures were strongly supported by most coal owners, as consumers were forced to purchase coal from designated suppliers, whatever the price and quality of the coal produced. This regulation of the relationship between supply and demand benefited working miners as well as owners, protecting jobs in even the most inefficient of mines. Such gains, however, did little to ensure either the long-term viability of the industry through increased investment or mechanization, condemning miners to jobs characterized by the most primitive working conditions (Bowden and Barry, 1998: 208-13). 
Industrially, the passage of the Coal Production Regulation Act cemented a compact between organized labor and owners in the Queensland industry, in which each side focused on the maintenance of local markets rather than national objectives. While the key union within the Queensland industry, the Queensland Colliery Employees’ Union (QCEU), participated in the formation of a national Miners’ Federation in 1915, it continued to follow a much more conservative path than the federal body.  In commenting on the more conservative union traditions, the historian of the Miners’ Federation attributed this to the continuance of small-scale mining which, he argued, led inevitably to ‘a blurring of class lines and stronger tendencies towards [class] collaboration’ (Ross, 1970: 43).  By the mid-1930s, however, there were clear signs that support for the industrial and economic compact between the union, the coal owners and the Queensland government was waning.
Industrially, the most significant development to occur in the Queensland coal industry in the inter-war period was the expansion of coal mining in large state-owned mines in the province’s central and northern regions. By 1947, approximately one-quarter of the Miners’ Federation’s Queensland membership was concentrated in just 11 Central or North Queensland mines (Thomas, 1986: 623).  After 1942, miners drawn from these districts assumed a dominating role in the internal affairs of the Queensland branch, pushing the union well to the left. This state of affairs reflected more than the more impersonal relationships in the large northern mines. It also reflected an organized Communist Party (CPA) campaign to expand its influence in the union. From 1933, when a separate Division 9 was established by CPA in north Queensland, the state and private mines at Collinsville, Scottsville and Styx were subject to well-organized communist campaigns. At Collinsville and nearby Scottsville these were led from 1933 by a former teacher, Jim Henderson, who quickly assumed a position of leadership in both the Collinsville union and the wider community.  By 1937, the miners at both Collinsville and Scottsville were having donations for the CPA deducted from their pay, along with their union dues (Henderson, 1993: 16-89).  In this context, for the first time in this history of the Queensland branch, social and political relationships at the locality level acted to foster an aggressive, outwardly looking class-based perspective. 
Following the election of a communist leadership of the Queensland union in 1942, both the provincial and national leadership of the union were united in urging policies that would further curtail market forces within the industry.  While the union’s demands for total nationalization remained unfulfilled, by the mid-1940s a unique regulatory environment was established in the industry.  Nationally, industrial relations came under the control of the Coal Industry Tribunal (CIT), which was given special powers to set wages and conditions for coal miners. Under this tribunal, the coal industry became an effective union-closed shop. In addition, special federal-provincial legislation was enacted to established coal boards that were given special powers for the economic regulation of the coal sector (Barry, Bowden and Brosnan, 1998: 5-6).  In passing the Coal Industry (Control) Act, 1948 the Queensland parliament extended its already considerable powers to regulate the production, distribution and sale of coal within the state.  Under this Act, the newly created Queensland Coal Board was entrusted with the task of regulating the industry in a manner ‘calculated to best serve the public interest’ (QCB, 1949-52:2).  Unfortunately for Queensland’s coal miners, hopes that this regulatory environment would defend jobs and help preserve existing mines were soon dashed.  As post-war coal shortages abated, successive Queensland governments rapidly lost interest in maintaining regulatory controls over the industry, turning the coal boards into bodies that did little more than collect production statistics.  Despite the strengthening of Queensland’s regulatory controls, the post-war history was one of unprecedented change, as the old underground sector geared towards domestic production was displaced by new, open cut mines whose output was directed towards the needs of the rapidly growing economies of East Asia.
Crisis and Adaptation: From the 1940s to the 1980s

By 1945, the coal industry was a key component of both the Queensland and Nova Scotia economies. In each instance, however, coal production had become geared towards  the needs of the provincial economy,  rather than towards competing for market share in national or international markets. For Cape Breton producers, the continued profitability of their operations had become increasingly tied to the needs of the province’s steel industry.  In Queensland, a policy of ever-increasing state regulation ensured the survival of the industry and the protection of jobs, despite the predominance of inefficient, small-scale mining ventures. In both provinces, however, the four post-war decades were to be one of crisis and adaptation as the previous patterns of ownership and regulation proved unsustainable in the face of new global trade patterns. In Nova Scotia, the once burgeoning steel mills proved to be the coal industry’s Achilles heel.  As the viability of the province’s steel industry was undermined by increased international competition, only the imposition of public ownership proved capable of sustaining the Cape Breton coal mines.  By contrast, the incorporation of the Queensland coal industry into new global trade patterns - where ownership passed into the hands of a number of large, transnational corporations - proved its salvation.  Where previously, coal production in Queensland had been characterized by small-scale underground mining producing for the limited needs of the domestic economy, from the 1960s it was dominated by huge open cut operations whose output was destined for the steel mills and power utilities of Japan, Korea and Taiwan.

Cape Breton: The Long Goodbye

By the 1960s it had become clear that the future of industrial Cape Breton did not lie in coal or steel.  In 1965, the Dominion Coal and Steel Company (DOSCO) estimated that the Sydney mines had just 15 years of life left, and new mines would not be profitable.  Depressed prices, a lack of new markets and the need to modernize operations brought matters to a head.  A royal commission headed by J.R. Donald recommended setting up a Crown corporation to acquire and mange DOSCO’s coal operations.  One of the Donald Commission’s recommendations was that   ‘future planning should be based on the assumption that the Sydney mines will not operate beyond 1981’ (CBC, 2001:2).  The federal Liberal government recognized that in order to avoid ‘social devastation’ in the communities, the mines of industrial Cape Breton would be brought under public ownership.  

In 1967, the federal government purchased the mining operations from the British owners, continuing to employ 6,300 people.  A year later, Ottawa expropriated the DOSCO mines for the sum of 12 million dollars.  After some consultation, the Cape Breton Development Corporation (DEVCO), a federal crown corporation was created. The creation of DEVCO was quite in keeping 1960s economic regional economic development thinking and the historical mandate of crown corporations.  There was however, some controversy surrounding DEVCO’s creation because of the crown corporation’s dual nature; DEVCO was as an economic development agency as well as a coal company (Kent, 2001:5).  Some in the mining community felt that managing and developing the coal mines would be a secondary consideration to economic development.  They were right. Coal mining and regional economic development were to be intertwined in one authority until 1984. 

DEVCO was not created with any great hopes of developing the coal industry but rather to ‘reduce mining employment gradually enough to provide time for effective economic and social adjustments’ (Kent, 2001: 3).  The coal industry was to be phased-down as part of a long, slow economic adjustment process.  Part of this process involved creating new mines, which would hopefully provide reduced employment for miners for another 25 years.  New pension plans for the miners were coupled with the ‘25 year’ life span of the new mines in order to stabilize family incomes in the community when retirement time came 37 million was budgeted for DEVCO in 1970.  The public cost of Cape Breton coal mining would now begin its long spiral upwards, culminating in an estimated C$1.7 billion by January 1999. 

The restructured coal industry held some initial promise in terms of restoring some of the community confidence that had been lost  ‘since oil began to replace coal as the energizer of industry, of rail transport and of shipping (which had been particularly important because of Sydney harbour¹s Atlantic location)’ (Kent, 2001:3). The quality of the new mined coal was better and wages rose (from $28.00 to $33.00 per day in the 1970s) as the result of the smaller workforce, which were employed in the new mines.  A ‘new confidence’ gave way to certain expectations of a return to the ‘early glory years’ of Cape Breton mining.  This ‘new confidence’ was also given a boost by rising energy costs in the mid 1970s, which increased the demand for coal.  When the full impact of the Oil Producing Export Countries (OPEC) cartel was felt in Canada, Nova Scotia Power (electricity) moved to coal as its fuel of choice.  New power plants required new mines. There were calls for more coal production and some experimentation with coal technology.  The federal government’s oil importation subsidy to central Canada however, effectively undercut the demand for coal and reduced DEVCO’s potential profits.  DEVCO’s profit potential was also affected ‘by retirement and disability benefits for the larger workforce of the past’ (Kent, 2001:4).  The unfilled ‘new confidence’  expectations ultimately made the economic adjustment period psychologically, as well as economically, hard. 

While DEVCO had at least brought a level of stability to the mining industry,  a much more difficult task lay ahead;  the need to diversify the Cape Breton economy.  The extent of the problem grew exponentially with the continual problems of the Sydney steel plant, which was now under provincial government control.  Other than steel,  there was little else in the way of industry in industrial Cape Breton.  A number of earlier diversification projects had been tried and failed  (Kent, 2001:4).  In some cases, ‘entrepreneurs’ had simply taken the government funds, operated for a while and quickly left after the subsidies had run out.   Provincial government efforts to develop new industries had left  some ‘white elephants’  as visual reminders of government incompetence;  the Glace Bay heavy water plant is often cited as the one best reminders of that period (its rusty shell still dominates the Glace Bay harbor today).

Rural Cape Breton had its own share of problems. The fishing industry was in decline in Atlantic Canada because of the federal government’s moratorium on the cod stocks and other restrictive regulations.  Tourism and local construction provided employment of a seasonal nature but little full time work was available, other than through the limited number of jobs in the public sector. Given this wider economic problems within the province, part of DEVCO’s  mandate ‘was to develop other sources of employment in Cape Breton (Kent, 2001: 4).  This was done through various subsidy arrangements to the private sector. The early success story of this particular strategy, was the expansion of the pulp and paper plant in Port Hawksbury in 1972; an operation which is still going strong today.  DEVCO refined its early strategy to become the major economic agency in Cape Breton by helping ‘to provide the impetus, organization and resources that enable Cape Bretoners to take developmental advantage of the national circumstances’ (Kent, 2001:4). In that spirit, DEVCO worked closely with the provincial government in the 1970s to ‘contribute encouragement, planning and assistance’ in a number of new initiatives (Kent, 2001: 5). 

One initiative involved attracting foreign investment to help create a new steel plant, but the collapse of the North American steel market in the late 1970s effectively curtailed such an effort. DEVCO did, however, assist in the development of a number of local businesses. A more successful initiative came from the fourth major policy of DEVCO, which was to help fund education and training in the development of a new knowledge-based economy.  DEVCO assisted the provincial government in the creation of the University College of Cape Breton (UCCB), an institution that combines traditional university programs with technological training.

The best that can be said about DEVCO, according to its most notable President, Tom Kent was, that the crown corporation endeavored to ‘work from inside Cape Breton’ instead of imposing economic solutions from the outside. Cape Bretoners were unaccustomed to the former and all too familiar with the latter reality.  In 1984, the federal Progressive Conservative government created regional economic development agencies for Western and Atlantic Canada.  The Atlantic Canada Opportunities Agency (ACOA) was created and charged with promoting economic diversification in the Maritimes.  In Cape Breton, an ACOA cousin, the Enterprise Cape Breton Corporation (ECBC) was created. DEVCO’s economic development mandate was correspondingly removed in the process and the Crown Corporation relegated to coal production. 

Since DEVCO had not been sent up for the primary purpose of developing the mining industry, but rather as a way of ‘buying time’ during a period of economic adjustment, the Crown Corporation was cast in an unfamiliar role.  This problem intensified because, while the federal government cared little for the declining coal industry, it did not amend the original language in the statute that created DEVCO.  DEVCO management had to subsequently recognize this reality when attempts to ‘balance the books’ led to an abrupt series of lay-offs and poor labor-management relations.  The major employees union, the United Mine Workers of America and the mining communities, pressured the federal government into forcing binding arbitration on DEVCO as a result of the ‘original statutory obligation to minimize hardship arising from the downsizing or closure of a mine’ (Kent, 2001:7).

While DEVCO management was forced to reevaluate their position in the wake of the binding arbitration ruling, which favored the miners, the Federal government served notice that Cape Breton coal mining would either be privatized or closed down. This came to a head with the federal budget of 1992, which made clear Ottawa’s intention to prepare DEVCO for sale.   For Ottawa, the status quo was simply not acceptable.  At this point, however, the industry won a reprieve, with the government being defeated in the 1993 federal election.  Unfortunately, the reprieve was to prove short-lived.
Queensland: Entering the Global Market

From its inception in the 1840s the Queensland coal industry was dominated by small-scale, underground operations, where an absence of markets and significant economies of scale ensured that the province’s vast coal reserves remained poorly exploited.  Despite the rapid spread of mechanization in NSW mines, in the early 1950s Queensland remained virtually untouched by such developments, outside the large state-owned mines.  Sheltered from change, and operating in a highly regulatory environment, employment in the Queensland industry reached an historic peak of 3,741 in 1954 (Murphy, 1967). The next 13 years, however, were to be terrible ones for Queensland’s miners, as the traditional underground sector succumbed to multiple threats.  During this period there were four main factors that acted to undermine Queensland’s traditional underground mining sector. First there was mechanization, which effectively began at two West Moreton mines in 1954.  As Cyril Vickers, the Queensland Branch Secretary of the Miners’ Federation later noted, the resultant massive increase in output ‘caused the coal owners in this State to recognize the potential of mechanical means of production’ (Vickers, 1967).  Unfortunately for the industry, this increased output from mechanization was sold into an increasingly depressed domestic market.  This depressed market reflected a second threat to the underground mining sector – the loss of government orders that had historically supported the industry.  The decline in government orders, in turn, reflected the switch from steam-powered to diesel locomotives on Queensland’s railways, with the amount of coal ordered by Queensland Rail falling by 43 per cent between 1956 and 1962 (Thomas, 1986: 437).  A third threat to the established underground mines came with the election in 1957 of the first conservative government since 1933.  While the previous Labor administration had shown little interest in using its legislative control of the industry to slow the pace of change, the incoming Nicklin government proved hostile to the continuance of the state-owned mines, which it accurately perceived as the bastion of communist support within the industry. In consequence, between 1957 and 1963 Queensland’s three remaining state-owned mines were either closed or sold off.

If mechanization and declining government support were grievous blows, an even more significant change came through a fourth threat to the traditional underground mining sector in Queensland – the growth of a large, export-oriented open cut sector. As early as 1946, the Miners’ Federation had expressed concern at  the potential capacity of the, then still infant open cut sector, warning that it could produce a flood of coal [that] will be used against our members’ (Miners’ Federation, 1946: 1-2 August). During the 1940s and 1950s, however, the capacity of the open cut mines was constrained by a mixture of lack of markets and government controls. Both of these restraints were removed, however, after 1957, when the recently-elected conservative government encouraged the entry of a number of new entrants into the industry, all of whom saw the vast Queensland reserves as a source of raw materials for the expanding industrial economies of East Asia. Of these new entrants, the most important firms were the San Francisco-based Utah Development Company and Australia’s then largest company, BHP; companies that were to merge into a single entity in 1983 with BHP’s purchase of Utah.  During the early 1960s, it was Utah who was to act as the principal pioneer for change in the Queensland coal industry, driven by a strategic vision which saw the Pacific Basin as the centre of world economic growth (Galligan, 1989).

According to Utah’s Pacific Basin vision, the principal task was to identify sources of raw materials on the periphery that could supply the new engine of world growth – Japan (Galligan, 1989).  With Utah’s discovery in 1962 of the vast reserves of Central Queensland’s Bowen Basin, Queensland’s place in this new world economic order was clearly identified. To exploit these reserves, Utah created a world-class production system that totally revolutionized coal mining in Queensland and, indeed, the Pacific Basin. The revolutionary features of this new model was not so much its use of opencut techniques (there had, after all, been open cut coal mines in NSW and Queensland since the 1920s), as in the economies of scale produced and the linkage of this new production system into new global trade flows. By 1980 this model had decisively proved its superiority over all other forms of mining in Australia. Whereas Queensland’s coal exports were virtually non-existent prior to 1961-2, by 1980 it exported 21.3 million tonnes, of which 17.4 million tonnes came from just five huge Utah-controlled pits (QCB, 1967: 13; Galligan, 1989: 27).  As other producers followed Utah’s example, Queensland’s coal exports continued to soar.  By 1997-8, production exceeded 105 million tonnes annually.  Of this, more than 86 million tonnes was exported.  As one official report noted, this export volume made ‘Queensland the world’s largest seaborne coal trader’ (Queensland Coal Industry Review, 1997-8: 2).  In contrast, the export volume of the United States, historically the world’s dominant exporter, stood at a mere 75.329 million tonnes in 1997 (Carrington, 1997: 10)

If Queensland’s growing dominance in the Pacific Rim coal trade during the 1970s and 1980s represented a fundamental transformation in the way in which coal was produced and traded as a global commodity there were, nevertheless, parallels to be found in the pre-1945 experience of the Nova Scotia coal trade.  First, whereas the growth of coal mining in Nova Scotia was tied to its role of a supplier to locally-based steel mills, so the post-1960 expansion of the Queensland coal industry reflected its role as a supplier to the Japanese Steel Mills (JSM) and, to a much lesser degree, the East Asian power utilities (more than two-thirds of Queensland’s production is coking coal suitable for steel making).  In the boom period of the early 1960s and the mid-1980s, the excessive reliance of the industry on these markets, in which Queensland assumed the classic role of a staple producer, could be conveniently overlooked. Nevertheless,  the inevitable downturn in demand would reveal  this dependent relationship to be the industry’s Achilles’ heel, just as it had previously been for the Cape Breton coal producers.

From the 1960s onwards, both the private and public sector in Queensland have remained enthusiastic supporters of an expansion of coal production. Of all Queensland’s civic institutions, only the Miners’ Federation sustained a prolonged opposition to the transformation of the industry, arguing that, whatever short-term benefits were to be gained in terms of employment and wages, the policy of unregulated expansion represented a poor usage of finite crown resources. In developing this critical perspective the Miners’ Federation was guided, first and foremost, by the fact that the expansion of the open cut sector had corresponded to, and largely precipitated, the destruction of the pre-existing underground sector. Whereas the Queensland industry had employed 3,741 workers in 1954, almost all of whom were engaged in the underground sector, by 1967 only 1,498 remained employed in underground mines (Murphy, 1967).  While, with the growth of opencut mining, total industry employment rose rapidly after 1967, reaching a new peak of 10,676 in 1985-6, this did little for Queensland’s traditional mining communities, who witnessed the gradual closure of local mines (QCB, 1994-5: 42-54).
For the Miners’ Federation, the continued erosion of the union’s historic membership base in the underground sector after 1967 highlighted the importance of regulating production in open-cut pits. While this decline was most pronounced in Queensland, the rapid growth of open-cut mining in Queensland was also associated with a loss of employment in NSW. In the latter state, employment in the underground sector almost halved between 1980 and 1994, falling from 16,312 to 8,984, as mines lost contracts to more efficient open-cut producers (JQB and QCB, 1980-95).  At both a federal and state level, the Miners’ Federation refused to accept these redundancies as the inevitable result of industry restructuring, in which the union would be compensated for the loss of membership in one sector by increasing employment in the other.  In 1972, for example, the union’s central council issued a statement declaring ‘that, in Queensland, as in NSW, open-cut production should be regulated’ in order to defend jobs elsewhere in the industry  (cited in Thomas, 1983: 302).  Such statements were not mere rhetoric, but rather a clear guide for action. In Queensland during the 1970s and 1980s, the union enforced its policy of uncompromising opposition to ‘continuous production’ in the open-cut sector, even though this policy necessarily involved a loss of short-term employment.  Any transgression of this policy was considered in the most serious light, with a warning being issued in 1979 that ‘any member of this Union who enters into an agreement with a coal company for the implementation of a continuous shift roster, will face expulsion from the Union’ (QCEU, 1979: 16-22 October).
Despite its concerns about the impact of increased opencut production on the traditional underground mining workforce, from the late 1960s the Miners’ Federation joined a number of other unions in organizing the new opencut operations in Central Queensland. It remained fundamentally opposed to unrestricted increases in productivity and output, even where these were linked to higher wages and improved conditions. During the 1990s, this opposition was to make the Miners’ Federation and its successor organisations, the principal opponent of the industry’s increased engagement with the international coal trade – an engagement which was to have devastating consequences for Queensland’s mining communities.

Communities in Decline: the 1980s and 1990s

During the 1970s and early 1980s Queensland’s ability to enter the world seaborne coal trade on a large scale enabled it to surpass Cape Breton for the first time as a coal producer. While jobs were lost in the traditional underground sector in Queensland, these losses were more than compensated for by increased employment in the opencut mines. For Queensland’s coal miners and the new mining communities of Central Queensland, however, this engagement with the international coal trade was to be an increasingly unhappy experience during the 1990s. If, in Cape Breton, the industry continued to be characterized by falling production and increased unemployment, in Queensland the industry was characterized by massive increases in production at a time when employment began a catastrophic fall. This fall in employment in the Queensland industry, which cannot be explained by new technology, clearly indicated that even where new markets are conquered this does not necessarily translate into continued employment growth.

Cape Breton, 1990 - 2001 Privatization or Closure?


In March 1990, the Cape Breton Development Corporation (DEVCO) was put on notice by the federal government that it must become self-sufficient by 1995.  The crown agency, which had been created as ‘part of the government’s regional development initiatives in Atlantic,’ had been stripped of such responsibilities in 1984 and was left to flounder as a deeply indebted coal operation (The Special Committee of the Senate, 1997:24).  DEVCO was now expected to become self-sufficient despite its original mandate to slowly close down coal mining in Cape Breton. 

DEVCO’s heavy debt load stemmed from certain historical social costs (environmental, pensions, and worker’s compensation) that were related to historical operations and the unwillingness of the federal government to bear such costs. This debt significantly hampered DEVCO’s ability to become self-sufficient by reducing operating costs through labor force efficiencies. These problems were reinforced due to the fact that the four unions representing DEVCO workers did not trust the federal government to provide DEVCO management with the financial tools to run the corporation on a commercially viable basis.  The federal government was equally sceptical, however since DEVCO had ‘obviously not withdrawn from the coal mining business, and as noted by the Minister of Natural Resources, taxpayers had injected some $1.5 billion into the corporation since inception’  (The Special Committee of the Senate, 1997: 22).  

In 1996, The Special Committee of The Senate on the Cape Breton Development Corporation (DEVCO) was established to ‘examine and report upon the Annual Report, Corporate Plan and progress reports of reports of the Cape Breton Development Corporation and related matters’ (The Special Committee, 1997:1).  The recommendations of this Committee, which were handed down in June 1996, primarily focused on a ‘competitiveness agenda’ for DEVCO, which would allow the Crown Corporation some financial ‘breathing space’ while pursuing a new corporate plan. This plan was constructed to meet the federal government’s 1995 imposition of a commercial viability mandate on DEVCO.  Since DEVCO was not expected to become commercially viable the federal government mandate was widely viewed in Cape Breton as the start of a ‘winding down’ process, culminating in either the privatization or closure of the coal mines.  In order to deal with such concerns, the Special Senate Committee took the step of holding hearings in Sydney and Ottawa in March, of 1997 in order to evaluate DEVCO’s new corporate plan after a one-year period.

With the industry under clear threat, a number of labor and management participants appeared before the committee to present a relatively united message. The Committee noted that ‘although many problems were encountered during the first year of the Corporate Plan, DEVCO’s management and workers achieved considerable success in 1996-97.’  The ‘considerable success’ claim revolved around lower absentee rates (11.6 per cent in 1996-97); less grievance and arbitration usage; collective bargaining success at the negotiation table with all four unions without resorting to a conciliator and, better joint efforts in dealing with Phalen colliery’s poor geological conditions (The Special Committee, 1997:25). The Special Senate Committee also noted the importance of DEVCO to industrial Cape Breton:

As Cape Breton’s largest employer, DEVCO’s economic importance is undeniable. Its direct contribution to the economy of Cape Breton was more than 170 million in 1995-96: 90 million in wages, salaries and benefits; 46 million in pensions; 2 million in grants in lieu of taxes; and roughly 32 million in expenditures on goods and services (The Special Committee, 1997:28).

An analysis of production, expenditures and revenues for 1996-97 revealed that DEVCO had sold more coal domestically than in any previous year of the corporation’s history  (2.26 million tonnes).  The reason for such success had to do with the long-term contract to supply Nova Scotia Power with coal.  Revenues were pegged at $155.7 million but fixed operating costs triggered a $34.1 million operating loss.  While the operating loss was ‘within the financing arrangements limits approved by the federal government,’ historical social cost expenses substantially increased the operating loss figure (The Special Committee, 1997:22). If non-contributory pension plan and early retirement plans had been excluded from the balance sheet, DEVCO would have posted a smaller operating loss of 7.7 million in 1996-97 and modest profits thereafter (72.2 million from 1996-97 to 2000-01).  

The Special Committee’s recommendations to forgive federal government outstanding loans and to partially fund unfunded liabilities related to non-contributory pension plans and early retirement costs, were not followed up by the federal government. This decision significantly hurt DEVCO’s financial attempts to become self-sufficient. Debt problems also hindered DEVCO’s attempt to secure the needed capital for future mine development; particularly the 1.3 billion tonnes which were estimated to exist in the ‘last major block of coal in the Sydney coal fields,’ the Donkin Reserve (The Special Committee, 1997:28).  Securing access to capital became a moot point, however, as DEVCO management along with the federal and provincial governments opposed undertaking studies to determine the development potential and cost of opening up the Donkin Mine.  DEVCO management argued that if existing mine operations were operated economically, there would be no need to open up the Donkin reserves.  The federal and provincial governments took the position that such an enterprise would distract DEVCO management and workers from the primary objective of commercial viability.  

An interesting development took place as the Special Committee was preparing its report.  The Committee discovered that DEVCO’s board of Directors had signed a letter of intent with Donkin Resources Ltd., ‘to enter into an agreement to sell the land and transfer the leases related to the Donkin mine site and coal reserve’ (The Special Committee, 1997:27). Donkin Resources Ltd., would evaluate the potential of the Donkin coal reserve through existing data, while only paying 25 per cent of the cost. The other 75 per cent would be paid by the Atlantic Canada Opportunities Agency (ACOA).  DEVCO’s participation in the project would be to simply provide information; DEVCO did make sure however, to protect its domestic market in the agreement with Donkin Resources Ltd.  Any competition between Donkin Resources Ltd., and Devco would occur in the export market only if the Donkin Reserves were opened up.  Such a development would have had significant implications for a company, which was trying to find new markets (e.g. northern Europe) while fulfilling outstanding export markets in 1998.

DEVCO’s agreement with Donkin Resources Ltd (DRL), raised obvious questions about the future of the Donkin Reserves, which DEVCO’s unions have argued represents the future of Cape Breton’s coal industry.  Why would DEVCO’s Board of Directors’ sign an agreement with a potential export competitor?  The answer lay in the attempt to create a public-private partnership that could evolve into a private company.  The coal quality at Donkin was discovered to be better than Prince mine coal for thermal generation.  DEVCO, however, reneged on the letter of intent with DRL and opted instead to put the mine in the total of the corporation to an outside buyer. 

Following the collapse of the DEVCO-DRL proposal, in January 1999 the federal government announced that it would shed the majority of DEVCO’s work force of 1,167, mine out the remaining production wall in the Phalen Colliery and close the Lingan mine in 20 months. Prince Colliery in Point Aconi, along with all other service operations would be offered for sale. A $111 million package was offered to displaced workers, mostly for pensions and severance, with $80 million in adjustment funds being allocated by the federal and provincial governments for the purposes of community economic development. Events soon followed, however, that led to an even earlier end to mining operations.  The Phalen Colliery was prematurely closed in 1999 because of repeated rock falls and increasing concern about the deep mine.  400 miners were laid off, leaving some 140 to extract equipment and complete the closure over the next three months.  A number of studies were released, which point to some grim economic news for the mining communities that were affected.  

With Nova Scotia’s coal mines facing permanent closure, industrial action by the miners represented the only way in which they influence events, with miners engaging in a wildcat strike that included the blockade of two Nova Scotia Power generating stations and the occupation of Prince mine. This strike only ended in January 2000 after the federal government agreed to participate in a joint planning committee of unions and management to revisit the worker displacement package.  Under a revised package, employees of a new company would be eligible for the full DEVCO severance package after privatization if a new owner closed or downsized within two years of start-up. With the strike over, negotiations to sell Prince and DEVCO’s surface assets got underway with Oxbow Carbon and Metals of Florida. Unfortunately for the miners of Nova Scotia, the UMW’s ability to act as a defender of the local industry was soon curtailed by an internal crisis linked directly to falling industry employment. In August 2000, UMW ‘s District 26 (the dominant union in Maritime coal mining for 80 years) was placed under trusteeship by the international office because of the precipitous loss of dues-paying members. 

With the UMW in a weakened position, the fate of coal mining in Cape Breton hinged on a private operator taking over. Unfortunately, negotiations between the federal government and Oxbow Carbon and Metals of Florida broke down in March 2001.  Prince Mine was ‘shopped’ to the second, previously qualified buyer. On 16 May, the federal Natural Resources Minister, Ralph Goodale announced the closure of Industrial Cape Breton’s last working mine.  The 440 DEVCO workers of Prince Mine are to be laid-off by the September 2001. Any remaining hopes for the industry ended when negotiations between DEVCO and the second, unnamed buyer collapsed due to the buyer’s plans to employ a maximum of 235-250 workers without recourse to union seniority clauses.

Cape Breton coal mining has always lived on borrowed time.  With the end of preferential national policies and foreign investment regulations, coal is no longer king.  There is cheaper and better coal elsewhere. Coal mining may be possible again in Cape Breton, but it will be done on a smaller-scale, and in a technologically driven, non-union environment.  The labor-intensive industry that has existed for more than two centuries on the island is gone forever. 

Queensland, 1987-2001: Profitless Prosperity

During the 1960s and 1970s the massive expansion of the Queensland coal industry was intimately linked to the demands of the Japanese Steel Mills (JSM).  In 1987, however, this demand suddenly waned, with the JSM cutting back on both volumes and prices. While the overall demand for coal recovered in the following years, coking coal prices continued to fall, dropping from US$57.49 in 1986-7 to approximately US$42 at the close of the 1990s.  For thermal coal, the situation was even worse, with ‘spot’ prices falling as low as US$21 in early 2001 (Barlow Jonker, 2001: 13). In Australia, however, this price fall, paradoxically, fostered increased production and exports, as producers sought to maintain overall income and profits through additional output.  In consequence, Australian exports grew from approximately 100 million tonnes per annum (mta) in the early 1990s to 171.63 million tonnes in 1999.  In large part, this increased Australian output was sourced from the low-cost opencut operations of Central Queensland.  In both 1998 and 1999, for example, virtually all of the increased Australian production came from Queensland, with Queensland’s production reaching a record 123 million tonnes in 1999. This increased Queensland production had devastating consequences for other coal exporting nations, notably the United States and Canada.  Between 1990 and 1999, coal exports from the United States, historically the world’s predominant exporter, fell from 96 to 53 mta (Barlow Jonker, 2001: 10). In Canada, the surge in Australian output, and the consequent fall in price - as Australian producers assumed the role of low-cost ‘price setters’ - was associated with mine closures and job losses. In western Canada, where producers were in direct competition with Australian suppliers, mines such as Quinsan, Smokey River and Quinette closed.  Even in the Atlantic trade, however, the ripple effect of increased Australian production and lower costs was felt as far away as Alabama, where low international coal prices forced further mine closures (World Coal, 9 (3): 19-20).

The increasing dominance of Queensland sourced coal was the central fact in the world coal trade during the closing decade of the twentieth century.  This development, however, cannot be explained in terms of improved technology, which remained essentially unchanged.  Indeed, the period of increased Australian output during the late 1990s was actually associated with a dramatic fall in capital investment (Barlow Jonker, 2001: 10). Instead, the increased Australian output can only be explained by a continual and remorseless assault on labor costs.  Initially, during the period 1987 to 1996, this managerial assault on labor costs was focused primarily on increasing output through the removal of union-imposed restrictions on shift-work, weekend work and work demarcation. Despite a prolonged campaign of opposition by the Miners’ Federation during 1987, these goals were largely achieved by 1988.  Admitting defeat, the Queensland President of the union was forced to concede: ‘We have lost control of overtime and production’ (QCEU, 1988).  With mines now operating 24 hours per day over 363 days per year, output per employee rose by 42 per cent between 1990 and 1996.  During the same period exports rose by 32 per cent (JCB & QDME, 1998: 22). As the Miners’ Federation had long feared, however, the removal of the constraints on ‘continuous production’ undercut industry employment, which fell by 19 per cent throughout Australia between 1990 and 1996, dropping from 29,618 to 24,088 (Carrington Coal, 1998: 26). 

Unfortunately for Queensland’s coal miners, the job losses and productivity gains that characterized the industry during the early 1990s did little to secure security of employment for those that remained.  As coal prices continued to fall, due in large part to Australian oversupply of the market, so the employers engaged in more radical measures.  Initially, this second employer assault on established union conditions was led by Australia’s second largest coal producer, Rio Tinto.  Aided by the passage of new labor relations legislation in the form of the Workplace Relations Act, 1996, Rio Tinto offered non-union individual agreements at a number of its mines from March 1997.  Despite union opposition, by 2001 Rio Tinto had scored a number of victories.  At one Queensland operation, Kestral, a totally non-union workforce was established.  Elsewhere, the union was forced to concede the elimination of seniority in redundancies, massive job losses and unlimited use of contractors (Bowden, 2001). By 2001, Australia’s largest coal producer, BHP, was demanding similar concessions. When the coal unions rejected BHP’s demands, and began rolling stoppages, BHP responded by continuing to operate its mines with staff labor and contractors.

While, at the time of the writing of this paper, the conflict between BHP and the coal unions remains unresolved, it is nevertheless clear that the period of employer-driven workplace change between 1996 and 2001 was associated with a crisis of employment within the industry.  Between 1996 and January 2000 total employment in the Australian coal industry fell by a further 28 per cent to 18,888 (Barlow Jonker, 2001: 27). These job losses were particularly marked in Queensland, where BHP shed almost 40 per cent of its workforce.  Nor were these job losses, and the corresponding surge in exports, associated with an overall increase in profitability, as the industry found itself in a classic deflationary spiral. During 1997-98, for example, Australian coal producers lost A$0.09 for every tonne of coal produced (Barlow Jonker, 2001: 10). By 1999, even a senior executive of Rio Tinto characterized the state of the industry as one of ‘profitless prosperity’ (Tronson, 1999: 3).  For the mining communities of Central Queensland things were even bleaker. As jobs were lost, families left the region, leaving a legacy of abandoned homes, empty shops and a declining regional economy despite record production levels.  As one union official noted:

Without job security, people will not spend money and communities suffer… Small business owners have been forced to close because the reduction in trade has not enabled them to learn a living… Sporting clubs [are] no longer able to offer competition to children of our communities because of lack of members (Pierce, 2001).

As both coal owners and governments in Queensland have continued to operate on the premise that the problems confronting the Queensland industry can only be solved by further ‘efficiencies’ and job losses, so the coal unions have emerged as the only vocal opponents of a process that leaves the coal communities of Queensland bereft of economic benefits despite record output. Since the early 1990s the Miners’ Federation, now reorganized as the Construction, Mining, Forestry and Energy Union (CFMEU) has pursued a variety of strategies to restrict the damaging consequences of economic and industrial deregulation in the industry.  It has made formal submissions calling for a re-introduction of export permits and other regulatory controls (CFMEU, 1993, 1994).  It has established alliances with international unions that cover miners employed by Rio Tinto. It played a formative role in the Coalition of Rio Tinto Shareholders (CoRTS), established in order to pressure Rio Tinto executives into an abandonment of their perceived anti-union stance.  Unfortunately for the union there is little evidence such strategies have had, or will have, any significant impact in the short to medium term. Its submissions have been studiously ignored by both Labor and Coalition governments.  Similarly, its alliance with international unions has failed to result in any significant coordinated industrial campaigns.  Even the recent successes achieved by the union’s shareholder campaign have been of largely symbolic significance.  In May 2000, for example, the Annual General Meeting of Rio Tinto shareholders in London endorsed a CoTRS resolution that the company abide by international labor standards and engage in collective bargaining.  Rio Tinto’s chief executive, Robert Wilson, responded by simply declaring that they would not be bound by it (Courier Mail, 2000: 1). 

Given that it is highly unlikely that the Australian coal industry will witness a return to a regulatory model, it is probable that the industry will witness a continuance of current industrial and economic trends. This will almost certainly mean a further downward spiral in both employment and prices that will only end with those employers who still negotiate change with the coal unions being driven towards non-union workforces.  For the coal miners of Central Queensland, their status as the principal suppliers of coal to the world market, is likely to be increasingly associated with further job losses, insecure employment and increased work intensity.

Conclusion

A comparison of the experiences of the Queensland and Nova Scotia coal industries is illuminating for a number of reasons, despite their location in opposite hemispheres.  First, it demonstrates that, for the coal miners of these two provincial economies, the issues of globalization and transition are hardly new.  For over a century and a half, coal mining communities in both provinces have led a precarious existence, given the fluctuating national and international demand for their product.  As early as 1893, the coal miners of Nova Scotia were being informed of the benefits of ‘progressive globalization’, where the removal of trade barriers would open up new opportunities.  More than a century on, the language of globalization and international competition is even more pervasive.  The benefits of globalization remain, however, as illusive as ever for the mining communities of both provinces, despite their very different economic trajectories. In both provinces, mine closures and job losses remain the order of the day.

If ‘globalization’, interpreted as the exposure of the local communities of producers to wider market forces, has been a constant feature of life in the coal industries of Queensland and Nova Scotia, a second insight, that a comparative study provides is the inability of either government intervention or free market solutions to provide stability or continuity for ‘staple’ industries such as coal.  For both provinces, the heyday of the coal industry was to be found during periods when market forces were allowed a relatively free reign.   For Nova Scotia, the high-point of the industry was to be found in the period prior to, and during, World War I, when local coal fuelled the expanding steel mills of Cape Breton.  In Queensland, the industry’s emergence as a truly global force in the 1970s and 1980s also corresponded to its embrace of market forces, as Queensland became the principal supplier of coal to the growing steel mills of Japan.  This temporal relationship between industry expansion and growth, however, should not be seen as a causal relationship.  Instead, state intervention should be seen as a response to free market failure, with the state increasing its regulation of the industry in both provinces during periods of crisis and retreating during periods of growth. While this pattern of state intervention and privatization differed in terms of timing, the overall similarities are nevertheless clear.  In Nova Scotia, state controls were progressively relaxed during the late nineteenth century, as private financiers gained control.  As the industry began its long decline, however, state intervention increased, leading to federal government control being imposed in 1967. By contrast in Queensland, a long period of government regulation during the first half of the century was gradually relaxed from the late 1950s as new market opportunities opened up.

Perhaps the most valuable insight to be gained from a comparative study of the coal industries of Nova Scotia and Queensland, however, comes from a realization of the ephemeral benefits that the coal mining communities of both province secured even during periods of industry ‘success’.  Even during the heyday of the Nova Scotia industry, wages were low and conditions of work were poor.  Protests and strikes were met with strike-breakers and machine guns.  Similarly, after a brief period of high wages and employment growth in the 1970s, Queensland’s coal miners found themselves caught in a vicious cycle of falling prices, increased work intensity and falling employment. It is, unfortunately, too easy to see the process of globalization and transition as one of industry ‘winners’ and ‘losers’.  For those living in the local communities that produce for global markets, however, the problems of employment security and decent working conditions remain constant.  In the battles to secure these goals, strategies aimed at securing greater state intervention have not provided enduring answers. Instead, in both Nova Scotia and Queensland coal miners and their unions have been left to fight a relatively isolated battle to preserve their local communities.
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