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Effective Tax Policy Reform through Strategic 
Stakeholder Communication: Lessons from 
Australia
This article analyses the role of stakeholders 
in tax policy reform with reference to the 
Australian experience in introducing a resource 
rent tax that replaced the existing royalty 
based system. It concludes that effective 
communication with key stakeholders can 
enable policymakers to undertake successful tax 
reform agendas in a democratic society.

1.  Introduction

Taxation reform is an important component of fiscal pol-
icy and many governments are considering such reforms 
in light of the current economic climate.1 In particular, 
countries, such as Australia, that have increased their bud-
get deficits by way of fiscal stimulus packages designed 
to ameliorate the effects of the Global Financial Crisis 
(GFC), are looking for options to reduce their budget 
deficits and strengthen their economies. In recent years, 
many developed economies have experienced a rapid 
increase in their budget deficits and economic instabil-
ity. The present fiscal instability of the European Union, 
in particular those Member States in the Economic and 
Monetary Union, has made governments acutely aware of 
the risk that budget deficits can pose.2 Accordingly, pres-
sure for fiscal consolidation is compelling governments 
to seek new revenue in the coming years. Even though 
Australia fared comparatively well in the GFC by virtue 
of its relatively manageable fiscal deficit and the strength 
of its underlying economy, which allowed it to continue 
exporting minerals to China and India, the country’s debt 
to GDP ratio has attracted some attention. Mining ex-
ports are thought to have been a major contributor to 
Australia’s resilience in the face of the GFC. However, the 
effect of such fiscal consolidation on economic growth 
depends largely on the government’s success in identify-
ing the revenue sources that are the least distortive and 
damaging to growth.3

What causes governments to reform their tax policy? The 
International Monetary Fund (IMF) has shown that there 
are a number of drivers of tax policy reform, including:
– globalization of economic activity: increased cross-

border mobility has far-reaching consequences for 
tax policy design, as it accentuates the need for con-
tinuous adaptation and deepened international coop-
eration;

– employment creation: the need to remove labour tax 
impediments to labour demand and supply has been 
a high priority on the policy agenda of many coun-
tries;

– change of views on equity-efficiency trade-offs: more 
attention to efficiency aspects of taxation may have 
been a driving factor behind a number of recent pol-
icy trends;

– herd behaviour: countries often adopt tax policy re-
forms that, for some reason, become fashionable with 
economists and politicians at different points in time, 
such as in regard to VAT;

– initiatives to strengthen regional economic policy 
coordination: this generally involves strengthening 
economic development and competitiveness of re-
gional groupings;

– devolution of political and fiscal powers to lower (or 
higher) levels of government: a common concern 
amongst countries is the extent to which taxes should 
be raised centrally and shared with regional govern-
ments - with regard to mineral tax policy, the central-
ization of natural resource revenues is ordinarily the 
most desirable arrangement;4

– environmental concerns: popular concerns regarding 
climate change have resulted in stronger pressures for 
the application of remedial fiscal instruments;

– cyclical factors: governments experiencing an easing 
or tightening of budgetary constraints are likely to 
adjust their fiscal policy accordingly, and, in particu-
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lar, the current economic downturn and fall in com-
modity prices, caused by the recent GFC, may make 
it cheaper for governments to reform their natural 
resource taxation policy now than in more economi-
cally robust times;5 and

– rising commodity prices: increased natural resource 
exploration is caused by a general upward trend in 
commodity prices.

The broad-based rise in natural resource prices in recent 
years has led to increased attention to natural resource 
taxation.6 The discourse surrounding resource taxation 
has largely centred on enhancing revenue transparency, 
improving revenue management and avoiding the “re-
source curse”.7 Although there are few areas of economic 
policymaking in which the returns on good decisions are 
as high and the punishment for bad decisions as cruel, 
as the management of natural resource wealth,8 less at-
tention has been paid to appropriate fiscal regimes for 
resource extraction.9 Because of its exhaustibility, natural 
resource extraction generates “economic rent”, the major-
ity of which is retained by the mining company.10 Given 
the existence of this rent, countries with large natural 
resource deposits can benefit substantially, but it is the 
government’s fiscal policy that determines whether or not 
these natural resource deposits are a blessing or a curse.11 
This depends on how the economic rent is allocated be-
tween the government and the mining company, and how 
these rents are used.12

The phenomenon that natural resources, although gener-
ating significant revenues, may also have a negative effect 
on long-term economic growth, is referred to as the natu-
ral resource curse.13 In order to counteract the natural re-
source curse, a government should attempt to retain some 
of the revenue generated by mining companies for future 
generations and, to this end, fiscal reserves are intended to 
address these intergenerational concerns.14 Accordingly, 
resource tax policy is increasingly being regarded as a po-
tentially innovative way to link resource wealth and social 
development.15 It is more sustainable for a country to rely 
on sources of revenue other than mining, as these tend to 
be less volatile and less exhaustible. Mining is a cyclical in-
dustry and natural resource deposits are finite. The reality 
is that countries that are currently heavily reliant on natu-
ral resource revenues may well suffer a serious revenue 
shock in the future when its natural resource deposits are 
exhausted.16 This is particularly important for develop-
ing countries, as reliance on non-mining revenue bases 
reduces the economy’s vulnerability and subsequently 
increases the sustainability of public expenditure.17

Phillip Daniel, Deputy Head of the Tax Policy Division 
of the IMF, recently cautioned that unstable fiscal re-
gimes in mineral rich countries can significantly affect 
investor confidence.18 Frequently changing the tax sys-
tem adds an element of unpredictability to the system 
that may seriously affect future development projects. 
This is particularly so, as natural resource projects involve 
high sunk costs, long production periods19 and a high-risk 
premium.20 It is for this reason that many policymak-
ers are reluctant to change the fiscal regime surrounding 

natural resource wealth, as they fear that investors may 
move their funds to a region with a more attractive fiscal 
regime.21 Accordingly, mineral tax policy reform can be 
a delicate balancing act. Policymakers are also required 
to design a fiscal regime that will be attractive to inves-
tors, whilst providing the government with a fair share of 
economic rent.22

There are several direct and indirect tax instruments 
commonly imposed by resource-rich countries on min-
ing companies to collect their economic rent. Direct tax 
instruments include:
– corporate income tax: most countries include mineral 

projects within the standard corporate income tax 
regime, but the existence of economic rent associated 
with natural resources is generally thought to justify a 
separate fiscal regime;23

– progressive profit tax: this involves adding a stepped 
tax rate to the corporate income tax to allow the gov-
ernment to share in the profits if a mineral project 
becomes very profitable; and

– resource rent tax: this form of tax directly links the 
revenue collected by the government to the economic 
rent generated by mining projects by linking the 
amount of tax to the rate of return on the project.24

Indirect tax instruments include royalties, import duties 
and VAT. However, of these, royalties have historically 
been the most important instrument for taxing mineral 
extraction activities. Although they are attractive to a gov-
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ernment, as they ensure an up-front revenue stream as 
soon as production starts, they are generally considered 
to be distortive and inefficient, as royalty charges increase 
the marginal cost of production. This raises the cut-off 
grade, leaving otherwise profitable ore or petroleum un-
developed.25

The distortionary nature of royalty charges is the reason 
why resource rent taxes are generally considered to be 
preferable, as they are a more efficient taxation option.26 
Rent-based profit taxes adjust to changes in profitabil-
ity and, therefore, do not increase the marginal cost of 
production, thereby making the exploitation of a greater 
proportion of natural resource deposits more viable than 
royalty charges do.27

It is impossible to design a single optimal fiscal regime 
suitable for all mineral projects,28 as appropriate fiscal 
regimes for the taxation of mineral wealth depend very 
much on the transparency of the governance structures 
in place.29 For a developed and resource rich country like 
Australia the introduction of a resource rent tax to re-
place the current ad valorem or royalty based system has 
long been considered by economists to be a, “potentially 
robust source of relatively non-distorting revenue”.30 The 
introduction of such a tax was also intended to allow for 
the redistribution of the wealth gained from mining to 
less resource-rich states.

It was against this background that the Henry Tax Re-
view31 proposed the taxation of mineral rents on 2 May 
2010. The original proposal involved a resources super 
profits tax (RSPT). The RSPT was intended to replace the 
existing mining royalties collected by the state govern-
ments with a 40% tax on all profits above the 6% rate of 
return. The 6% rate of return is the 10-year government 
bond rate, otherwise known as the risk-free return on 
capital. A 40% rebate for all losses incurred would have 
been paid, which it was assumed would have reduced 
the risks of the mining project. As the RSPT would have 
been payable only if the project became profitable, it was 
assumed not to affect the viability of marginal projects. 
The four main arguments in favour of the RSPT were: 
(1) the natural resource curse; (2) Australia’s “two-speed 
economy”; (3) the need to encourage marginal projects; 
and (4) the necessity to act in line with international 
trends.32,33

It is notable that the IMF expressly approved34 of the Aus-
tralian government’s proposed introduction of the RSPT, 
noting that it would help Australia make the most of the 
resource boom.35 This is particularly important given that 
the Australian economy is heavily reliant on Chinese de-
mand for commodities. It is estimated that the contribu-
tion of the mining boom to Australia’s economy will rise 
to AUD 42 billion in 2011-12.36 Accordingly, the Aus-
tralian economy would probably weaken if there was a 
slowdown in China37 or a fall in commodity prices.38 The 
mining boom is likely to continue to appreciate the Aus-
tralian dollar by 15% to 20%, thereby negatively affecting 
the agriculture and tourism industries. Some economists 
believe that the mining tax should be used to offset the 

“resource curse effect”, where Australia focuses on mining 
at the expense of other industries.39

The factors motivating the Australian government to 
propose a resource rent tax in the form of the RSPT are 
also the reasons why this proposal gave rise to such voter 
discontent. Revenue from the mining sector accounts 
for 8% of Australia’s GDP40 and contributes over 80% of 
total commodities exports, close to 70% of total merchan-
dise exports and 56% of total goods and services exports, 
as well as over one third (37.6%) of Australia’s total ex-
ports.41 Accordingly, it was believed that any reduction 
in the revenues of mining companies would jeopardize 
the Australian economy itself. Many argued that the det-
riment to the mining industry would have been so se-
vere that it could not have been justified by any supposed 
long-term benefit. As the mining industry is a massive 
part of the Australian economy, imposing a tax based on 
economic considerations alone is not enough and social 
and political factors had to be taken into account, such as 
employment in regional communities.42

The proposed introduction of the resource rent tax also 
attracted significant criticism from mining companies 
because of the Australian government’s perceived un-
willingness to negotiate key details of the tax with them, 
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particularly as many of the assumptions made by the 
RSPT were considered to be inconsistent with business 
reality.43 Many mining companies believed that the Aus-
tralian government should have first engaged and negoti-
ated with stakeholders to help build a winning coalition to 
develop the reforms, rather than announcing the resource 
rent tax as a finalized package.44 A media campaign op-
posing the tax was subsequently launched by the mining 
companies. This political unrest produced a highly un-
orthodox, but successful, leadership challenge in the first 
term of a democratically elected Prime Minister, made 
more remarkable by the fact that the incumbent Prime 
Minister had been elected to power in a landslide victory 
not three years earlier.45

After the removal of the incumbent Prime Minister, a 
significant compromise was negotiated between the new 
Australian Prime Minister and the three biggest mining 
companies, BHP Billiton, Rio Tinto and Xstrata, in the 
form of the mineral resource rent tax (MRRT). The new 
MRRT involves a 30% tax on all profits above the 12% 
rate of return, less a 25% extraction allowance, which is 
significantly more generous to mining companies than 
the arrangement originally proposed by the RSPT. The 
difficulties experienced by the Australian government in 
implementing significant taxation policy reform high-
light the role that stakeholders play in policy formulation 
and negotiation in democratic countries.46,47

2.  The Role of Stakeholders in Tax Policy Reform

Who are stakeholders and why are they important? Stake-
holders may be thought of as those groups who share a 
common interest in engaging with and influencing the 
political process to protect their economic interests, avoid 
negative externalities or maintain political power.48 As 
resistance to change is an inevitable part of the tax re-
form process, understanding the various lobby groups 
and the interactions between them is crucial in negotiat-
ing successfully with them.49 In particular, identifying the 
winners and losers of the reform will assist in making the 
reform successful.50 Any tax policy formulated through 
a process of consultation is also regarded as more legiti-
mate, assuming its outcome meets the preferences of a 
majority of interest groups who are affected by the deci-
sion. In addition, such a process adds transparency and 
accountability to the policy making process. Further, gov-
ernments may need to engage with stakeholders regard-
ing operational issues, as they have practical knowledge, 
experience and expertise in the industry.51

For example, key stakeholders in regard to the Austra-
lian government’s proposed mining tax could include the 
Commonwealth Department of Treasury, the state gov-
ernments of Queensland and Western Australia, which 
are mining states that currently collect royalties, large 
mining companies, emerging mining companies, super-
annuation funds, mine workers, unions, people living in 
mining towns, people living in non-mining states of Aus-
tralia, international resource buyers, future generations, 
academics and the media.

With such a multitude of stakeholders, how do govern-
ments identify which are the most important? Mitchell, 
Agle and Wood (1997)52 proposed the following three 
factors that should be considered to determine the im-
portance of stakeholders’ claims:
(1) the stakeholders’ power to influence decision-mak-

ing: in a policymaking context, this may be control 
over financial resources or control over public opin-
ion;

(2) the legitimacy of their relationship to the govern-
ment: a stakeholder should have something “at risk” 
from the proposed reforms; and

(3) the urgency of their claim: this arises when the claim 
is of a time-sensitive nature and is important to the 
stakeholder.

The forgoing implies that stakeholders with the greatest 
interest in government policies should have the greatest 
say in their outcomes.53 This would make mining com-
panies the most important stakeholders in a resource rich 
country like Australia, as they are the ones most directly 
affected by the proposed mining tax. They are powerful 
by virtue of their control over natural resources, their 
business is affected by the proposed reforms and, as they 
are profit-making corporations, their revenues are very 
important to them. This explains why the advertising 
campaign, run by the mining companies opposing the 
Australian government’s proposed RSPT, was so success-
ful and resulted in the negotiation of a compromise that 
was much more favourable to the mining companies.54 
However, the reality of a democratic government is that 
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governments are often expected to consider the interests 
of less powerful, or less vocal, constituents.

3.  Stakeholders and the Dynamics of Mining Tax 
Policy Reform

The mining tax reform considered in this article illus-
trates how effective and timely consultation and nego-
tiation with stakeholders is a precondition of successful 
policy reform. According to Duggin (2010),55 stakehold-
ers should be involved in each phase of the policy devel-
opment process, including: (1) recognizing and defining 
the problem or issue; (2) identifying possible solutions by 
gathering and analysing information and consulting with 
stakeholders; (3) choosing the best solution; (4) imple-
menting the policy; and (5) evaluating the policy. Suc-
cessful tax reform should be guided by a clear vision and 
backed up by solid analysis.56 The proper timing of re-
form is crucial and should be linked to the business cycle. 
Although there are strong arguments for bundling tax 
reforms into comprehensive packages to address distribu-
tional issues, piecemeal reforms may be more politically 
acceptable. Transitional arrangements and grandfather-
ing arrangements may offset the effect of the reform for 
stakeholders that are the most affected.57

As early engagement with stakeholders is vital, strategic 
choices should be made about the timing and nature of 
the approach to stakeholders. Five different management 
strategies may be adopted to reflect the way stakeholders’ 
interests and objectives will change over the course of the 
reform process.58 These are:
(1) idea formulation and the organization of reform: this 

involves providing reports, indicators, donor advice 
and study tours to change how stakeholders view the 
benefits and costs of current practices and to illustrate 
the need for reform;

(2) solution design: stakeholders should gradually be 
brought into the process through a controlled strat-
egy of information disclosure, participation and con-
sultation;

(3) broadening and marketing reform ideas: here, the 
focus should be on communicating the right message 
to the right stakeholders through the right medium;

(4) political acceptance and adoption: this requires cred-
ible political backing to gain parliamentary approval 
for the reform; and

(5) implementation: at this stage, stakeholders may try to 
delay, undermine, or reverse the benefits and, as such, 
policymakers should communicate strategically to 
help build pro-reform alliances and coalitions among 
groups of stakeholders.59

4.  Building a Winning Coalition through 
Strategic Communication

The key path for stakeholder management is communi-
cating with them strategically to help identify those stake-
holders who will help or hinder reform and leverage that 
knowledge to influence their behaviour.60 By doing so, 
this provides a framework for engaging stakeholders to 
address risks and barriers to reform and helps to mitigate 

risks of reform, accelerate reform adoption and achieve 
sustainable reform.61 Strategic communication can be 
described as a planned, analytical approach to determine 
whom a given project must engage with to achieve its re-
form objectives, for what purpose, and when and how this 
engagement takes place. The three purposes of strategic 
communication are:
(1) changing perceptions of the benefits and costs of re-

form to alter incentives;
(2) creating new means for stakeholders to participate in 

the reform process; and
(3) building the organization and capacities of pro-re-

form units and interest groups.62

As support for reform is linked to incentives, strategic 
stakeholder communication can be directed at communi-
cating information on incentives that weaken opposition 
or increase support for the proposed reforms, as illus-
trated in the following Table.63

Accordingly, stakeholders who shifted from opposing 
reform towards supporting it usually had their support 
stimulated by better information, a change in the re-
form design, new opportunities for rent seeking or better 
organization and advocacy capacities. However, some 
stakeholders would strategically retreat and divert their 
resistance into the implementation phase.64

The importance of meaningful mandates in democratic 
governments makes stakeholder engagement important 
when negotiating tax reform.65 Successful reforms have 
usually been accompanied by consistent and coordinated 
efforts on the part of policymakers to persuade voters and 
stakeholders of the need for reform and the costs of non-
reform. Policymakers who successfully drive through 
reform: (1) start with small groups to collect informa-
tion on the need for reform; (2) conduct good analyses 
and perform selective consultation in the solution design 
phase; (3) follow up by broader consultations as infor-
mation, arguments and clear solutions become ready for 
presentation to broader audiences; (4) prepare political 
processes to adopt reforms; (5) divide opponents by ap-
pealing to subgroups; and (6) bring in incentives and fi-
nance them selectively. In contrast, unsuccessful reforms 
are: (1) where policymakers make public announcements 
without good preparation; (2) fail to engage the key stake-
holders beforehand; (3) try to build consensus around re-
form from an early stage; (4) fail to put forward persuasive 

55. G. Duggin, Submission Writing for Policy and Law Reform (New South 
Wales Envtl. Defender’s Off. 2010).

56. OECD, supra n. 3.
57. Id.
58. World Bank, Stakeholder Management in Business Registration Reforms: 

Lessons from Ten Countries, World Bank Advisory Services (2009), avail-
able at www.ifc.org/ifcext/fias.nsf/AttachmentsByTitle/PublicationORP_
StakeholderManagement/$FILE/StakeholderManagement_.pdf (accessed 
16 Aug. 2011).

59. Id.
60. S. Rahman, Using Strategic Communications to Engage Stakeholders in Tax 

Reform, Inv. Climate in Prac. - Bus. Taxn. 15 (Dec. 2010), pp. 1-8.
61. Id.
62. World Bank, supra n. 58.
63. Id.
64. Id.
65. OECD, supra n. 3.
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arguments for reform and a clear view of the new system; 
and (5) engage in limited efforts to broaden marketing 
and understanding about the reform, unless political sup-
port is already very strong.66

There are seven steps policymakers can take to use strate-
gic stakeholder engagement to build a winning coalition 
and drive through reform:
(1) manage stakeholders by selectively and progressively 

building pro-reform coalitions, i.e. consensus is not 
the right principle for stakeholder management;

(2) structure direct participation of key stakeholders to 
produce concrete, practical opportunities for dia-
logue;

(3) generate and communicate factual and credible in-
formation about the costs of the status quo and the 
benefits of reform;

(4) create new institutions with incentives to perform for 
clients, rather than re-engineering existing institu-
tions;

(5) help supportive stakeholders become more effective 
in advocating change;

(6) move as quickly as possible, balancing the costs and 
benefits of expanding stakeholder participation in 
each phase; and

(7) change the reform scope, speed, content and compen-
sation as needed to assemble a winning coalition.67

5.  Mineral Resource Tax Reform in Australia68

The Australian government’s original proposal for the 
taxation of mineral rents on 2 May 201069 attracted sig-
nificant discontent from voters and powerful stakehold-
ers, in particular, affected mining companies. This was 
due in large part to the government’s perceived failure 
to initially negotiate the details of the tax with mining 
companies.70 Although a significant compromise was ne-
gotiated with the three largest mining companies by the 
new Prime Minister,71 the mining states of Queensland 
and Western Australia,72 the Federal Opposition Party,73 
the smaller mining companies74 and economists75 have 

all maintained their objections to the modified MRRT. 
Not only has the issue of whether or not to credit royalties 
paid by the mining companies to the state governments 
been particularly contentious,76 but smaller mining com-
panies argue that the MRRT is undemocratic, as they were 
not consulted in its development. For example, Fortescue 
Metals Group chief executive Andrew Forrest argues:77

It [the MRRT] was a tax designed by BHP … It’s a precedent 
that should not be supported. Policy should be broad ranging, it 
should be fair and it should be based on the constitution of being 
equal among states and equal among companies.

It is because of these continued objections that the Aus-
tralian government has announced that it will hold con-
sultations and negotiate with all affected stakeholders on 
an ongoing basis. It is also to this end that the govern-

Table: Strategic communication of incentives

Target Strategy
Objective: weaken opposition Objective: weaken opposition
Scepticism of the effectiveness of reform Provide concrete information or results in other countries
Legitimate concerns about design of the reform Discuss concerns, accommodate as needed, without substantial damage to 

results of reform
Ideological principles (hardcore opposition) Reduce participation in the reform process and link reforms to high priority 

political goals such as unemployment
Personal interest in the existing system (hardcore 
opposition)

Expose realities of current system, deploy concrete evidence of the benefits 
and costs of the new system

Objective: strengthen support Objective: strengthen support
Political commitments to mark a new political regime Link reform to high priority political goals, assemble coalitions of allies with 

political influence
Technocratic agendas and professional values Provide information on the benefits and costs of the new system, clear 

vision design of the new system
Personal interest in economic gain from reform Demonstrate the financial gains from the new system
Support for broader policy goals linked to the results 
of reform

Link reform to high priority political goals, use international information to 
document effects

Donor and exogenous pressures Link reform to exogenous pressures as “drivers” of reform

Source: World Bank, Stakeholder Management in Business Registration Reforms: Lessons from Ten Countries, World Bank Advisory Service, p. 44 (2009), available at  
www.ifc.org/ifcext/fias.nsf/AttachmentsByTitle/PublicationORP_StakeholderManagement/$FILE/StakeholderManagement_.pdf (accessed 16 Aug. 2011).

66. OECD, supra n. 3 and World Bank, supra n. 58.
67. World Bank, supra n. 58.
68. See, in general, Sarker & Whalan, supra n. 33, at secs. 2. and 3.
69. Commonwealth Government, supra ns. 31 and 32.
70. Queensland Resources Council, supra n. 43; Minerals Council of Australia, 

Minerals, resources and the prosperity of all Australians, supra n. 43; and 
Minerals Resource Rent Tax, supra n. 43.

71. S. Maher & D. Shanahan, Tax done, PM Gillard turns to boats, The Austra-
lian (3 July 2010).

72. B. McHugh, WA Premier snubs deal on mineral resource rent tax, ABC 
Rural (25 Mar. 2011), available at www.abc.net.au/rural/news/con-
tent/201103/s3173705.htm (accessed 10 Apr. 2011).

73. M. Grattan, Everyone’s a winner in this game, The Age (30 Mar. 2011), 
available at www.theage.com.au/opinion/everyones-a-winner-in-this-
game-20110329-1cetd.html (accessed 5 May 2011).
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Mar. 2011), available at www.heraldsun.com.au/businessold/big-miners-
in-glee-over-resouce-rent-tax/story-e6frfh4f-1226027687764 (accessed 8 
June 2011).
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The Australian (31 Mar. 2011), available at www.theaustralian.com.au/
business/proposed-mining-tax-worse-than-royalties-say-economists/
story-e6frg8zx-1226030987988 (accessed 4 Apr. 2011).
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Mar. 2011), available at www.perthnow.com.au/business/government-
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cessed 11 Apr. 2011).
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ment established the Policy Transition Group (PTG) to 
undertake wide-ranging consultation with industry. The 
PTG provided two reports to the government on 21 De-
cember 2010 and the government accepted all 94 of the 
recommendations made by the PTG. These recommen-
dations will form the basis of the design of Australia’s new 
resource taxation arrangements, as reflected in the draft 
legislation to be released for consultation in the first half 
of the 2011/2012 fiscal year.78

The Australian government also established the Resource 
Tax Implementation Group to support the legislative 
drafting stage, thereby reflecting its recognition of the 
importance of continued industry engagement.79 The 
Resource Tax Implementation Group comprises the 
Commonwealth Treasury; the Department of Resources, 
Energy and Tourism; the Australian Taxation Office; as 
well as a number of representatives from the resources in-
dustry and associations and taxation legal and accounting 
bodies.80 It is evident from this that the government has 
recognized the importance of stakeholder communica-
tion in achieving successful tax reform.

In addition, the Australian government released the draft 
legislation for consultation on 10 June 2011, with submis-
sions having closed on 14 July 2011. If all goes to plan, the 
government will have the mining tax legislation before the 
Parliament by the end of 2011 and the legislation will take 
effect on 1 July 2012. The MRRT will apply an effective 
tax rate of 22.5% on companies’ operating profits when-
ever they rise more than 7% over Australia’s long-term 
government bond rate, which is currently around 5.2%. 
This effective rate of 22.5% is calculated with reference to 
the 30% headline rate, less a 25% “extraction allowance”. 
Previous losses can be offset against the tax and carried 
forward at the long-term bond rate plus 7%.81

Further, the Australian Tax Office (ATO) has announced 
that it will provide stakeholders with plainly worded, 
practical guidance on how to administer the MRRT. This 
announcement is part of the ATO’s moves to work more 
closely with business through a “pioneering” consultation 
process.82 However, it remains to be seen how effective 
this guidance will be at reducing the compliance costs of 
this complex tax for business.

The Australian government’s commitment to negotiat-
ing with stakeholders on key aspects of tax reform does 
not end there. The current government is a minority one 
with a limited hold over the balance of power. It relies on 
support from three independent members to maintain 
government.83 One of the key commitments made by the 
government, as a precondition of gaining the support 
of the Independents to form the government, was to es-
tablish a Tax Forum to provide “full, fearless and frank 
discussion around long-term taxation”.84

The Tax Forum is scheduled for 4 and 5 October 2011 and 
will consider personal tax, transfer payments, state taxes, 
environmental and social taxes, tax system governance 
and alcohol taxes. Although there was pressure to have a 
wide-ranging discussion of all Australia’s taxes, this will 
not occur.85 In particular, the details of goods and services 

tax (GST), carbon taxation and resource taxation (the 
most contentious tax issues in Australia today) will have 
been decided before the Forum is held.86 GST is not on 
the agenda, as the Australian government has recently an-
nounced a review of the GST distribution process, which 
will provide a final report by September 2012.87

Given the diverse agenda of the Tax Forum, expectations 
of it producing genuine outcomes will not be fulfilled 
unless a tax reform agenda and narrative are firmly es-
tablished and the community is successfully engaged. 
Accordingly, the Australian government should begin 
its round table engagement with key stakeholders on 
broader aspects of tax reform in the lead up to the Oc-
tober 2011 Tax Forum for discussion at the forum to be 
meaningful.88 This can be done by: (1) starting with small 
groups to collect information on the need for reform; (2) 
undertaking good analyses and performing selective con-
sultation in the solution design phase; (3) following up 
by broader consultations as information, arguments and 
clear solutions become ready for presentation to broader 
audiences; (4) preparing political processes to adopt re-
forms; (5) dividing opponents by appealing to subgroups; 
and (6) bringing in selectively financed incentives.89
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Australia’s current political climate also makes achieving 
tax reform particularly challenging. The current Labor-
led minority government holds a very thin balance of 
power and the opposition has continued to oppose any 
increase of the tax paid by mining companies.90 The Oc-
tober Tax Forum means that the future of tax reform in 
Australia remains uncertain.91 Accordingly, tax reform in 
this uncertain political climate will likely require negotia-
tion and compromise with key stakeholders.92 Australia’s 
difficulty in achieving tax reform is a reminder that ex-
haustive consultation must be undertaken. The costs and 
benefits of various reform options must be painstakingly 
researched, carefully assessed and clearly presented to the 
public through stakeholder engagement to develop coali-
tions of support for the proposed reforms.93

Another contentious area of tax reform in Australia is 
the carbon tax, which has generated strong debate and 
protests from both sides of politics. As proposed at the 
time of the writing of this article, the tax would require 
the country’s 500 worst polluters to pay AUD 23 for  
every tonne of carbon they emit. Critics said that polluters 
would pass on higher costs to ordinary Australians, re-
sulting in job losses. The government insisted that the tax 
would only lead to a 0.7% rise in the cost of living because 
of an AUD 9.2 billion compensation package. Nine out of 
ten households would receive some kind of assistance in 
the form of income tax cuts and payments.94 Interestingly, 
the Australian Competition and Consumer Commission 
was also provided with AUD 12.8 million in funding over 
four years to carry out its new role of investigating false 
or misleading claims as to the effect of the carbon tax on 
prices or wrongful price increases.95 Originally, Newspoll 
showed that the carbon tax was disapproved of by 59%, 
with only a 31% approval rate,96 but this approval rating 
increased to 36%, with a 53% disapproval rate following 
an AUD 25 million advertising campaign in support of 
the tax. Given the effectiveness of strategic communica-
tion in the carbon tax debate, it is likely that the Aus-
tralian government will continue to employ stakeholder 
communication as a strategic tool in its efforts to achieve 
tax reform.

6.  Conclusions and Discussion

This article examines the role that strategic 
communication plays in tax policy reform, with 
particular attention being paid to the issue of mining 
tax reform in democracies. Specifically, the article 
considers the Australian experience of mining tax 
reform by way of the recently proposed introduction 
of a resource rent tax and the political difficulties 
surrounding this issue.

This article also discusses the role of effective 
communication in policy reform, with particular 
reference to the strategic role that communication 
can play in mining tax reform in democracies. 
By providing specific, practical opportunities 
for dialogue and creating and communicating 
incentives to support the proposed reform, strategic 

communication is a valuable tool for stakeholder 
management. The theoretical underpinning of the 
article relies on studies undertaken by the IMF and 
OECD on the features of successful reforms carried 
out by democratic governments, as well as empirical 
evidence drawn from the Australian experience of 
resource tax reform.

The article finds that the Australian government’s 
initial failure to communicate and negotiate with 
stakeholders caused the originally proposed resource 
rent tax to fail and engendered a political crisis that 
resulted in the removal of a democratically elected 
Prime Minister. A better approach is to adopt 
meaningful strategic communication strategies 
to enable the development of coalitions with key 
stakeholders to support the reform and drive it 
through. This can be seen in the government’s 
subsequent adoption of strategic communication 
measures for stakeholder management, such as 
holding a Tax Forum in October 2011. As such, 
some key lessons can be learned for tax reform 
going forward. In particular, the policy development 
process can be made inclusive through holding 
stakeholder workshops and maintaining ongoing 
dialogue between the government and the private 
sector. The government should continually inform 
players at all levels and ensure that the reform is kept 
on the radar of key stakeholders. It is important to 
lay the groundwork to sustain long-term reform 
through local buy-in and deep institutional 
change, rather than rapid reform. This can be 
achieved through partnering with experienced local 
organizations to leverage existing relationships, as 
well as leveraging and coordinating the reform with 
other programmes.97

Tax reform is always a difficult task. It is more 
difficult in democracies, as various stakeholders 
exercise their power via engagement. Mining tax 
reform is no exception. This is particularly so for 
resource rich countries, where mining companies 
are powerful stakeholders because they generate 
significant profits, some of which are retained by 
the government in the form of tax revenue. Like 
many other nations around the world, resource 
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rich nations such as Australia encounter significant 
pressure for fiscal consolidation and are, therefore, 
searching for ways in which to collect more revenue 
for present and future generations. As demonstrated 
by the Australian experience, mining companies 
always resist any reduction of their revenue due to 
increased taxes. Accordingly, policy makers face 
conflicting objectives. In order to achieve a win-
win solution, policymakers should adopt strategic 
communication tools that not only ensure a smooth 
transition from one tax policy to the other, but also 

assist in maintaining harmonious relationships 
between all stakeholders affected by the proposed tax 
reform proposals.

Finally, strategic communication is most successful 
when it is part of a bigger, unified government 
message. If stakeholders understand or can be 
adequately convinced of the overarching goal of 
where the government is headed, they may be more 
inclined to respond positively to the details of any 
strategic communication campaign.
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