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THE mining boom in Queensland might be big but it certainly isn't broad. While the mining 
industry tries to suggest otherwise, the simple fact is millions of Queenslanders bear the pain 
of the mining boom without receiving any of the gain.  

Yes, the mining industry employs people and yes, they spend some of their money in local 
shops and yes, the mining companies even pay some tax, but that does not mean the 
average Queenslander is benefiting from the boom. 

The most insidious way the mining boom hurts ordinary Australians is through its impact on 
mortgage interest rates. As the mining boom took off, the Reserve Bank of Australia started 
to increase interest rates to rein in the "two-speed economy". 

What this means is the people struggling on low wages with big mortgages in the slow-
speed economy get slugged with higher interest rates because of the wage and profit growth 
in the fast-speed economy. 

It gets worse. 

When the RBA increases interest rates its goal is not to slow the mining industry. On the 
contrary, the objective of the rate rises is to slow the rest of the economy to "make room" for 
the expansion of the mining industry. 

That is, higher interest rates are designed to slow the growth of retail, manufacturing, 
tourism and other industries to free up the resources needed to keep the mining boom 
ticking along. 

The mining industry employs some 62,000 people in Queensland. If that makes them the 
backbone of the economy then I don't know what you would call the 122,600 people who 
work in tourism or the 278,000 who work in health care and social assistance. Put simply, 97 
per cent of Queenslanders don't work in the mining industry. 

What of the multiplier effect? This is how economists describe the way the wages and profits 
earned in one industry create jobs in other industries when it is spent, but there are two main 
problems with this concept. 
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First, there are some who claim the multiplier for mining jobs is 1:4, that is one mining job 
creates four non-mining jobs. But no independent economist would seriously suggest the 
multiplier was that high for mining in Australia today. 

Second, the multiplier effect applies to all industries. That is, when we pay nurses, teachers 
and aged-care workers, their retail spending is good for the economy as well. 

The mining industry is also a big exporter - accounting for about half of Australia's exports. 
But this growth harms other sectors' ability to export. How? Through the exchange rate. 

As the world's demand for our resources has boomed, so too has our exchange rate, which 
has risen from an average US74c in 2004 to between $US1 and $US1.10 in recent weeks, a 
rise of up to 49 per cent. 

There has been much said about the potential impact of a carbon price but the exchange 
rate has been devastating for major parts of the manufacturing, tourism, education and 
agriculture industries - witness the staggering job and financial losses announced by 
BlueScope Steel yesterday. 

These costs should be figuring in the debate about the mining boom. 

* Richard Denniss is executive director of The Australia Institute, a Canberra think tank. 

 


