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Pressures to obtain foreign currency fortify the bauxite-alumina industry’s
dominance in Jamaica. This dominance has been reinforced by World Bank and
International Monetary Fund structural adjustments in the aftermath of colonial
underdevelopment — at the expense of ecosystems and environmental justice.

Jamaica is an island nation rich in biodiversity, particularly in organisms not found anywhere else, called
endemic species —it is ranked 5th among islands for endemic plants.'®® That biodiversity is at risk, with 2022
data classifying a total of 214 plant species and 48 fish species in the country as under threat,'®® and rates
increasing over time."®”

Biodiversity has been declining in Jamaica due in part to land use changes and destruction of unique habitats
that host these endemic species.'®® While certainly not the only cause of degradation, bauxite mining in
Jamaica is a considerable driver.'®® The most recent government economic planning document explicitly
states that bauxite mining is linked to: “[m]ajor environmental impacts including loss of biodiversity;
reduction of forest cover; loss of habitats, and watershed degradation.”>®

Concerns about water quality, cultural heritage, and biodiversity have come to a head in Cockpit

Country, home to the Maroons, an ethnic group descended from enslaved Africans and Indigenous Taino
communities.?® The area is a biodiverse limestone forest region in the northeast of Jamaica, with many of the
island’s endemic species.??? In 2022 the National Environment and Planning Agency (NEPA) issued permits
to Noranda Jamaica Bauxite Partners Il and New Day Aluminium (Jamaica) Limited to mine 1,300 hectares

of land in Cockpit County.?°® In 2 Supreme Court filings (2021 and 2022), residents of the area claimed
violation of constitutional rights and significant injuries due to mining, including to their health, homes,
crops, drinking water, livelihood, and at least 1 death.2°* While awaiting the decision on these constitutional
claims, the plaintiffs filed for injunctions to stop mining. In early 2023, the court sided with the plaintiffs,
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issuing an injunction, effectively halting mining operations in the area.?°® Jamaica and its partners in the
project appealed the injunction, and it was lifted later in 2023.2°¢ As of early 2024, the constitutional claim
has yet to be heard. Given the government-acknowledged role of mining in eroding biodiversity, and these
environmental justice issues, why would the government side with the bauxite industry over its citizens?
What keeps the bauxite-alumina sector in place, despite the known environmental and social impacts? As
this case study shows, the bauxite industry’s influence in Jamaica stems from pressures to chase foreign
currency that have been reinforced by World Bank (WB) and International Monetary Fund (IMF) structural
adjustments in the aftermath of colonial underdevelopment.

The growing but uneven economic benefits from bauxite

Initial sector development in the post-World War Il boom was negotiated between the British colonial
government and American multinational companies — Alcan, Reynolds, and Kaiser. While these arrangements
had low royalty rates “far below the value of the bauxite and alumina exported” —rates which were eventually
renegotiated — the industry did bring new wealth and growth to the country.?®” However, Jamaica gains less
revenue from its natural resources than it could. Since Jamaica extracts bauxite, but refines only a small
amount to alumina, it misses out on capturing more valuable parts of the commodity, including smelting into
aluminum.2°® Data from the earlier phase of the industry (1950-1967) suggests that the lack of value added
resulted in “95 [percent] of the gross value generated from Jamaican bauxite being accrued abroad rather
than domestically.”?®® Further, Jamaican mining operations result in negative impacts like land ownership
concentration and peasant dispossession.?'°

In line with rising “Third World” economic nationalism in the 1970s and in response to the growing oil

prices that strained their balance of payments and import costs, Jamaica placed a levy on bauxite exports

in 1973 to increase its take from the sector.?" That year Jamaica also began acquiring stakes in mining
companies, including 51 percent share in Kaiser Aluminum’s operations in the country, followed by other
partial nationalizations. These measures increased the benefits Jamaica received from the sector, but with
increasing competition from other bauxite producers with lower taxes and royalties (such as Australia, Brazil,
and Guinea), Jamaica’s bargaining power was reduced significantly.?’?
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Multinational companies responded to Jamaica’s efforts to capture more of its share by investing elsewhere;
“[floreign direct investment shunned Jamaica for more than a decade after the imposition of the Bauxite
Levy.”?"® Facing capital flight, stagnant growth, and increasing pressure from the IMF, in the 1980s Jamaica
effectively ended these policy efforts to capture more benefit. Production increased as a result, but Jamaica
never regained its global share.

This omnipresent fear of capital flight makes improving environmental monitoring/enforcement and
capturing more value through increased taxation challenging. Furthermore, with Jamaica’s direct stake in the
mining industry, civil society organizations claim that the primary regulatory institution is tasked with both
regulating and promoting the sector, a situation some describe as “regulatory capture.”?"*

Bauxite-alumina has historically been an important source of government revenue, GDP, and employment —
although these have all declined over time. While the share of the bauxite-alumina industry in government
revenues was as high as 25 percent in the 1970s, one commentator suggests that it now contributes only 0.6
percent.?’® In terms of GDP contributions, the mining and quarrying sector encompasses an average of 1.9
percent from 2018 to 2022.2'¢

Jobs have declined from peak employment in the early 1970s; one report suggests an almost 50 percent
decline from 1975 levels, with the industry employing approximately 0.3 percent of the working population in
2018.2"7 But even at its peak employment levels in the early 1970s, the sector only provided employment for
1.1 percent of the working population.?'® Particularly early on in the sector development, Jamaicans primarily
occupied the low-level, manual labour positions with little occupational mobility.?"®

Chasing foreign currency: debt and balance of payments

Key to understanding government support of the bauxite-alumina industry is the sector’s role as a crucial
source of foreign exchange needed for balance of trade and debt repayments. Responding to the Cockpit
Country court cases and injunction, the Finance Minister framed the situation in existential terms, asserting
that the industry’s “survival is under threat and the Jamaican economy faces major upheaval.”??° He pointed
to jobs, but also to the sector’s role in generating “between US$S300-USS500 million in foreign exchange
each year.”?®" So while the industry is a relatively small part of the Jamaican economy in terms of GDP, it

is critical for earning the foreign exchange needed to service external debts, with contributions to export
revenue ranging from 15 to 60 percent of total export revenue, with a 5-year average of 42 percent (see
Table 1).
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now threatened to experience similar economic and societal problems from the presence of these MNCs [multinational corporations] as
Jamaica did,” Silberberg, “The Jamaican Bauxite Industry & Decolonization,” 103.

214Jamaica Environment Trust, Red Dirt. Jamaica’s National Environment and Planning Agency (NEPA) is the primary regulatory institution
for the environment in Jamaica but through a memorandum of understanding, the Jamaica Bauxite Institute is tasked with regulating the
bauxite sector.

215paul Ward, “Phase Out Crude Bauxite Exports to Save the Cockpit Country,” Jamaica Observer, November 29, 2022, www.
jamaicaobserver.com/columns/phase-out-crude-bauxite-exports-to-save-the-cockpit-country/.

216“Economic and Social Survey Jamaica 2022: Selected Indicators & Overview,” Planning Institute of Jamaica, 2022, www.pioj.gov.jm/
product/economic-and-social-survey-jamaica-2022-selected-indicators-overview/.

2"The Jamaica Environment Trust reports employment in 1975 to be 6,900 direct employees, 4,530 wage workers; in 2018 this declined
to 4,000 direct employees, with 1,429 wage workers, see Jamaica Environment Trust, Red Dirt.

28Djane J. Austin, “Jamaican Bauxite: A Case Study in Multi-National Investment,” The Australian and New Zealand Journal of Sociology 11,
no. 3 (1975), https://doi.org/10.1177/144078337501100312.

219Sjlberberg, “The Jamaican Bauxite Industry & Decolonization.”

220“Mining Injunction ‘Death Knell’ for New Day, Noranda,” The Gleaner, February 20, 2023, https://jamaica-gleaner.com/article/lead-
stories/20230220/mining-injunction-death-knell-new-day-noranda.

22“Mining Injunction ‘Death Knell’ for New Day, Noranda.”

34


https://repository.mines.edu/bitstream/handle/11124/176378/Conde_10782501.pdf?sequence=1
https://repository.mines.edu/bitstream/handle/11124/176378/Conde_10782501.pdf?sequence=1
https://www.jamaicaobserver.com/columns/phase-out-crude-bauxite-exports-to-save-the-cockpit-country/
https://www.jamaicaobserver.com/columns/phase-out-crude-bauxite-exports-to-save-the-cockpit-country/
https://www.pioj.gov.jm/product/economic-and-social-survey-jamaica-2022-selected-indicators-overview/
https://www.pioj.gov.jm/product/economic-and-social-survey-jamaica-2022-selected-indicators-overview/
https://doi.org/10.1177/144078337501100312
https://jamaica-gleaner.com/article/lead-stories/20230220/mining-injunction-death-knell-new-day-noranda
https://jamaica-gleaner.com/article/lead-stories/20230220/mining-injunction-death-knell-new-day-noranda

Jamaica has struggled with its balance of payments for decades. In particular, high oil prices in the 1970s
pushed the problem over the edge, leading the country to take out WB and IMF loans. The country continues
to experience economic consequences from the 1980s-90s debt crises that enforced austerity, liberalization
of trade, deregulation, wage suppression, privatization, and overall reduced autonomy; one commentator
argues the result was “policy making effectively moved from Kingston to Washington.”???

Balance of payments and the constant chasing of foreign
currency and investment remains a challenge for Jamaica,

and is part of explaining the “indispensability” of bauxite,
despite its environmental and social impacts, and relatively
low economic benefits for employment and state revenue.

Despite WB and IMF loans, the country suffered from rising unemployment, and both urban and rural poverty.
The loan conditionalities required removal of import tariffs, which also exacerbated the balance of payments
problem and turned the country into a “consuming appendage” to the US.??3 Balance of payments and the
constant chasing of foreign currency and investment remains a challenge for the country, and is part of
explaining the “indispensability” of bauxite, despite its environmental and social impacts, and relatively low
economic benefits for employment and state revenue. What'’s also crucial to note is that the IMF and WB
policy prescriptions contributed to problems that bauxite-alumina revenue is now rationalized as solving.

Outlook

Although the bauxite-alumina industry contributes to the economy in ways that international financial
institutions and the Government of Jamaica position as indispensable, Jamaican civil society organizations
challenge this narrative by asking what the industry delivers in terms of economic benefits, raising questions
about an overreliance on an industry with limited time before exhaustion.?? Downstream communities are
making the case before the Supreme Court that the highly constrained development pathway that bauxite
represents is not worth the devastation it causes.

Yet development narratives sustained by major lenders and international institutions continue to shape
the policy terrain in Jamaica. These narratives foreground austerity and fiscal consolidation measures that
impede investment in environmental policy related to bauxite and also, more broadly, the development of
alternative development strategies.
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From the 2000s to present, Jamaica focused on reducing its debt, which also baked austerity into the core
of government operations, including wage freezes and a reduction of public programs.??® As of 2023, the
IMF considers the country well-managed because of its low levels of debt and fiscal restraint, but these
strong caps on external debt also mean that the government has limited ability to invest in productive
infrastructure and industry, poverty measures, climate risks, ecological degradation, and biodiversity

loss. The IMF acknowledges that infrastructure development is needed to attract investment and also to
become more climate resilient, yet it is unclear where those funds will come from.??® Jamaica thus finds
itself in a cramped space: dependent on an extractive industry that doesn’t directly benefit its ecology or
economy, and with little ability to shape alternative futures.
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