Published as: A.D.S. Gillies, The impact of resource rent taxation on the Australian mining industry.
Proceedings, The Aus.Inst.Min.Met. Conference, North Queensland, Australia, September,
1978, pp.19-30.



ABSTRACT
A company tax rate based on profitability
return, or as more commonly expressed, a
_rescurce rent taxation scheme has been intro-
duced at various stages in the past by both
“Australien shate and commonwealth governments.
'Af present a number of coverseas countries are

apﬁlying this form of legislation to the taxing

of sections of their mining industries.

- Within this study, ways in which this
vpe of tax has been used are exsmined. The
m in whick the tax can be applied varies.

. . It can be selectively or universally
o applied.

..The base on which economic return is
:'falculated can be selected in =z
:ﬁﬁﬁber of ways.

-Iﬁ*can start operating only when high
'_Bfit levels exist, or alternatively
§ §H9 basis of a total taxation

-scheme .

mpliﬁ@tion for the Australian mining
stry ot hé:ihtroduction of different types
épt:takation schemes is assessed

%ékﬁ:@f ?réviously enacted

INTRODUCTT O

ears;ineréasing agitation for
‘led to considerable

SHEEpE '0f tax Heutrality.

chool o Mining

6251ty'0f:NéW“deﬁh Wales,

THE IMPACT OF RESOURCE RENT TAXATION
ON THE AUSTRALIAN MINING INDUSTRY

A. D. S, GILLIES!

The purpose of a neutral tax system is to leave
unaffected the efficiency of the market
mechanism in allocating resources to competing
sctivities. Smith and Ulph (1976) point out
economic theory suggests that taxation of
economic rent is the only system that con-
sistently meets the requirements for complete
tax neutrality.

As it is applied tc the mining industry,
what is meant by the term rent? Smith
{unpublished paper, 1977} defines rent ai the
surplus accruing from the supply of a commodity
or factor in excess of the minimum amount
necessary Lo bring forth that supply.

Taxation of rent involves the taxing of profits
in excess of the minimum rate of return
necessary to ensure that a desirable investiment
environment remains. A similar definition is
adopted by the Industries Assistance Commission
(1976a) in their investigation of the
suitability of applying a Resource Rent Taxation
(RRT) scheme to Australian oil extraction.
Economic rent here is defined to be the return
derived by input faciors in a productive
activity over and above the return required to
keep them in that activity. That is, rent is
derived by factors of production if they receive
a return sbove their supply price. Hence, rent
may be reduced without in any way affecting the
supply of a resource to a project. A third
interpretation of the term is given by Garnaut
and Clunies Ross (1975).

context of profits that remain after deduction

They use it in the

of company income which corresponds to the

minimum return necessary to attract private
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financial histories.
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