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INTRODUCTION 
 

 

Thank you for the opportunity to deliver the keynote address at this first 
Australian Alumina Quality Workshop. 

 

I want to talk to you about the development of the Australian aluminium 

industry over the last 20 years, I will cover the following areas: 

 

 Firstly, a summary of current operations in the industry showing the 

development of capacity to produce each of bauxite, alumina and primary 

aluminium; 

 Secondly, to describe the changing nature of Australia’s place in the 

world aluminium industry and the growth of the Australian industry 

relative to the rest of the world;  

 Thirdly, to give you some idea of how the shareholders of the companies 

involved in the Australian industry have fared over the last 15 years or 
so; 

 Fourthly,  to  give  you  some  idea  of  how  important  the Australian 

aluminium industry is to the Australian economy; 

 Fifthly to describe some of the reasons for the growth of the Australian 

industry over the last 20 years and to comment upon some of the major 

factors that the industry has had to deal with over that period; and 

 Lastly, but importantly, I will give you some strictly personal views on 
some of the lessons springing from the development of the Australian 

aluminium industry and link these views to the objectives, as I perceive 
them, of this Workshop. 

 

 
 

SUMMARY OF CURRENT OPERATIONS 

 

Primarily for the benefit of our many overseas visitors, Slide 1 shows the  

location of the bauxite mines, alumina refineries and aluminium smelters that 

comprise the Australian aluminium industry. 

 
How have these production levels grown over the last 15 to 20 years? 
Let us look at each of bauxite, alumina and primary  
aluminium development against the background of Slides showing  

the increases in production capacities relating to each of  
these areas. 

 

Firstly, bauxite. Slide 2 shows the increase in bauxite production from zero 

in the early 1960s to approximately ¾ million tonnes in 1988. 

The occurrence of sizeable deposits of bauxite in the Gove 

Peninsula in the northern territory was known as early as 1952. 

The Weipa deposits were discovered in 1955 and the Darling Range 



Deposits in Western Australia were discovered in the late  

1950s. Significant quantities were first mined in 1963. Since that 

time, Australia has become the world’s largest producer  

of bauxite. We will look at the comparisons with other major producers shortly. 
 

Secondly, alumina. Slide 3 shows the development of Australia’s 

alumina refining capacity. In 1960s, Australia’s only alumina 

refinery was at bell bay and it had an annual capacity  

of only 30,000 tonnes. Large scale production of alumina began in 
1963 when the Kwinana refinery was commissioned. Five other  

alumina refineries have since been constructed in Australia and,  

since 1976, Australia has in fact been the world’s largest alumina 
producer. 

 

Thirdly, primary aluminium metal. Aluminium smelting began in 

Australia in 1955 when a small smelter was established at Bell 

Bay in Tasmania. Two additional smelters started production in 

the 1960s.  They were followed in the early eighties by additional  

smelters here at Boyne island, Queensland, Tomago in the Hunter Valley of NSW   

and Portland in Victoria as well as expansions of the existing  

smelters. The following Slide 4 shows the development of primary 

aluminium smelting  production capacity over the last 20 years or so. 

 

 

THE CHANGING NATURE OF AUSTRALIA’S PLACE IN THE WORLD 

ALUMINIUM INDUSTRY 
 
The following Slide 5 compares world bauxite production in the 

1950s with production in the late 1980s. This brings  

into sharp focus both the substantial increase in world bauxite 

production and the emergence of Australia as the biggest  

single producer in this substantially increased production capacity. 

The following Slide 6 looks at the alumina situation in 1966. Australia was clearly 

a very small player in the world alumina production scene. In the late 1980s Australia 

is clearly the   largest producer and has been for some time. 

Slide 7 lists the changes in western world primary aluminium 

metal production amongst the leading producing regions over  

the last 20 years or so. Notable on this slide are the  

following: 

 

 Apart from the bump up in the early 1980s, the relatively static 

 production levels of the United States. 

 

 The  demise  of  the  Japanese  primary  aluminium  industry; 

 

 The reduction in European capacity in the 1980s from 

about 3.8 million tonnes to 3.3 million tonnes; 

 
 The very substantial increases in production levels in each of Latin 

America, Australia and other parts of the world, notably, the Middle East, 

Africa and New Zealand.



 

PROFITABILITY OF THE AUSTRALIAN ALUMINIUM INDUSTRY 
 
 
The following Slide 8 shows the returns on shareholders  
funds that some  major Australian public companies (for which  

relevant data is available) have produced over the last 15 or  
20 years. 

 

It is important that we do not get carried away with current 

high levels of industry profitability. 

The fact is that over the last 15 or 20 years Australian 
aluminium companies have been showing returns on shareholders 

funds of between say 6-12% after tax. 

This confirms that for efficient producers, the industry is 

moderately profitable. 

But they are not the sort of returns that compare well with some 

other industries where the risks (in terms of aluminium prices 

and exchange rates) are not as great. For me, these returns mean 
that there is no scope for complacency, nor is there any scope at 

all for increased government take as a result of imagined excess 

long run profitability. 

 
On the question of exchange rates, the following Slide 

9 illustrates the dramatic effect that the A$/US$ exchange 

rate has on net revenues in the Australian industry, using Gove 
Aluminium’s experience as an example to describe the Slide. 

 
 
 

 

THE ALUMINIUM INDUSTRY’S PLACE IN THE AUSTRALIAN ECONOMY 

 

Not only has the Australian industry become a major force in the 

world industry, it has also emerged as a major contributor to 

Australia’s economic wellbeing, in terms of both job creation and 

export earnings. 

 

It has been estimated that roughly 150-200,000 people will  

be directly and indirectly employed or employment dependent  

on the industry by 1990. 

The following Slide 10 compares the major contributors to 
Australia’s export earnings in the sixties with the  

picture currently prevailing. From a negligible contribution  
in the sixties, bauxite, alumina and aluminium exports  

have grown to about a $2 billion per annum in 1988, equal to about   

10% of export earnings. Aluminium and wool now closely follow  

coal as Australia’s leading export earner. The shift from  

heavy dependence upon primary produce in the sixties to  

roughly equal dependence on minerals, coal and aluminium in  

the eighties is also interesting. 

 

 

 

THE REASONS FOR GROWTH OF THE AUSTRALIAN INDUSTRY 

 

The reasons, or at least most of the reasons, for the 

growth in the Australian industry are obvious. Some of  



them are not so obvious. 

 

Clearly, the main reason is the fact that Australia has 

been endowed with abundant good quality bauxite reserves. Also, 

Australia has abundant reserves of coal for the purposes of 

electricity generation. Furthermore, this coal is generally 

located close to existing industrial infrastructure and port 

facilities. In other words, Australia has clear, naturally 

endowed comparative advantages compared with many other possible 

locations for aluminium industry activity. [Not that I am in 

any way inferring that our thermal-based power can match the 

hydro-based power available in some other parts of the world!] 

Australia has been characterised by political and economic 

stability, both of which are very important in a highly 

capital intensive industry. 

 

In addition, with a few notable exceptions, Australian 

government policies have recognised that the industry had the 

potential to be internationally competitive in its own right. The 

emergence of a major contributor to national economic wellbeing 
which did not need subsidies, protection or any other form   of 

community assistance was clearly attractive to various Australian 

federal and state governments. With only a few exceptions, 

Australian governments have therefore generally been supportive of the 

industry. Why wouldn’t they you may well ask! 
 

 

 

SOME FACTORS THAT THE AUSTRALIAN ALUMINIUM INDUSTRY HAS 

DEALT WITH 

 

The above comments may give the impression that all has been a 

bed of roses for the Australian industry. Not so. There have 

been  a series of matters that have had to be overcome 

before the growth and development that has taken place could re 
achieved. 

 

Firstly, capital, labour and freight costs.  
The capital costs for the remote area projects, namely Gove and 

Weipa, were very high, due to the absence of any infrastructure 

in these regions. In addition Australian capital costs, largely         

due to higher labour costs were, and        remain, higher than in many 

of the other countries in which aluminium project developments 

were being considered. Australia’s higher labour costs have also 

adversely affected our ongoing operating costs relative to other 

parts of the world.  Insofar as freight costs are concerned, the 

Australian maritime industry is generally regarded as one of the 

least efficient in the world. There have been some notable 

improvements in this position over the last year or so but 

even so there is much to be done to enable bauxite and 

alumina to be shipped around the Australian coast at costs which 

are anywhere near the freight costs for non-Australian flag 

vessels. 

 

The other major element that has “tested the metal” of the 

Australian industry over the last 20 years I describe in general 
terms as “community attitudes” 

 
As I give examples of these, doubtless some of our overseas visitors will  



comment that these matters are not peculiar to the 

Australian industry. 

 
However, they are or have been most significant and have 
occupied a fair bit of the energies of boards and senior 

managements of Australian aluminium companies. Some (but by no means 

all) of these issues are as follows: 

 

 
 Environmental issues. There has been a major educational process 

to be undertaken by the industry. Particularly so far as aluminium 

smelters were concerned there was a view strongly held by some 

people that the adverse environmental effects would outweigh the 

economic benefits. 

 

 Electricity pricing.   There were allegations that the sale of 

electricity to aluminium smelters at prices below that 

which consumers paid was a misallocation of 
resources. 

 Notwithstanding that it was commercially desirable 

for the power generating authorities to do so. 

 The aboriginal issue. The whole question of aboriginals and 

aboriginal land rights. These were particularly difficult and 

sensitive issues at both Gove and Weipa. 

 Community antipathy towards foreign investment. During the late 

sixties and the seventies, there was also a strong prejudice in 

political and some Australian community circles against foreign 

investment in Australia. It was really only the mid-1980s before 

Australians generally began to recognise that investment was 

essential to Australia’s ongoing economic wellbeing and 
that in several major, industries, notably, the 
aluminium industry, foreign investment was essential if 
development was to proceed. It was simply a question of 
balance. 

 
 

 
 
 

 

 

SOME PERSONAL VIEWS ON THE LESSONS TO BE LEARNT FROM THE 

LAST TWENTY YEARS 

 
I would  now  like  to  give  you  some  personal  observations,  based  on 

the past that may be relevant for the future. Doubtless, on 

Tuesday evening, Norman Stephen will give you his usual 

lucid picture of how he sees the specifics   relating to the 

future of the industry. 

 

But history and past experience should be benefited from. 

For this reason I make these observations. The lessons fall 

into two categories: 

 
 firstly, the easy or obvious ones. 

  

 secondly, the not so obvious ones. 

 
Firstly, the obvious ones: 

By far the most significant lesson that we have learnt is  

the benefit of having comparative advantage in terms of  

factor inputs. “Benefits” is probably the wrong word because  

there is little doubt that without the comparative advantage  

represented by our bauxite reserves and our conveniently  

located and abundant coal reserves, the Australian industry  



would not have got off the ground. 

 

The second obvious lesson is the contrib3ution that 
sound technology obtained from around the world has made to the 

development of the Australian industry. Furthermore, the   

balance between Australian national aspirations (in terms of economic growth 

and wellbeing and national sovereignty) and the 

objectives of the aluminium majors, has generally been very 

well struck. 

 
Now for the less obvious lessons. In this category, I would put 

the unquantifiable but substantial impact on the industry of 

community attitudes and the consequences 0f changes in these 

attitudes. A specific example of this is the attitudes of 

governments towards such things as leases, royalties and power 

contracts. 

 
Whilst a lot of very professional work aimed at improving these 

attitudes has been done over the last 20 years by the key  

players in the industry [including work through the  

Australian aluminium development council}, we should not be  

fooled by our own carefully considered position statements!  

Particularly in government circles, undercurrents of scepticism  

and cynicism about the industry are still very much in  

evidence. 

 

 

THE RELEVANCE OF THIS WORKSHOP 

 
I see  the  relevance  to  this  Workshop  of  the  above  comments  along 

the following lines: 

 
The days of “riding on the sheep’s back” are over. The 

Australian industry and indeed the world industry must  

recognise that the long term aluminium metal price continues to  

show a downward trend in real terms and that in the medium  

to longer term only those producers who continue to reduce  

their costs are going to maintain profitability and  

growth. 

 

The Australian industry must, and I believe will, create, 

innovate and generally work very hard towards improving its 

competitive position. To a large extent this is in the hands of 

technical and operating managers on site at the various 

activities. That means a fair few of the people in this room! 

 
But once again, I must emphasise the importance of community 

attitudes. In this respect the days of taking it easy 

and riding on the sheep’s back are over also. Governments quite 

rightly simply won’t tolerate a community generally being asked to  

prop up inefficient, cost uncompetitive industries.  

 

There is little that can be done about metal prices  

or exchange rates. There is little that can be done about 

other external factors affecting the industry. It follows that to 

preserve and improve our competitiveness we must work on improving 
quality (with the objective of either adding value, reducing 

costs, or both) or reducing cost per tonne by  

various other means. 

 



I happen to believe that demonstrated success on these issues has 

a very favourable influence on government and community 

attitudes. In this regard, there has been a shift in Australian 

community attitudes in recent times. In other words, there is 
a growing sentiment that cost competitiveness, high quality and 

general efficiency merits community respect and policy 

support. 

 
That is where most, if not all people in this room, fit 
in. In my view the individual producers and the Australian industry 

as a whole stand to benefit from improvements in 

competitiveness, because demonstrated quality and efficiency 

improvements will favorably influence community attitudes and 

government policies in a variety of ways. 

 

In terms of competitiveness with aluminium’s substitutes (e.g. 

plastics and copper) the attitudes of buyers will also 
be favourably influenced by quality and efficiency improvements 

in this industry on a worldwide basis. 

 
In this context this Workshop is a positive step indeed. 
The conveners and organisers are to be congratulated and I wish 

you all well over the next few days for a most successful 

conference. 
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