Basic facts
on the

world copper
industry

By John Dryden and Andreas Tegen,
the Raw Materials Group

Over the past 35 years the structure
of the international copper-mining
industry has changed considerably.
The most important changes have
been a decreasing concentration
and, recently, the takeover of a
large number of mining companies
by leading energy companies.

John Dryden and Andreas Tegen
have compiled some background
data on this development.
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The decline of the »Big seven»

In 1948 the seven largest transnational
copper mining corporations controlled 70
per cent of total market economy output.
In 1982 the share of the seven leading
TNCs was down to 36 per cent.(See Table
4 p 62—63). There are several reasons for
this dramatic decline in concentration:

First, the nationalizations of foreign
copper mining corporations in Zaire
(1966 - 67), Zambia (1969 - 70), Chile
(1971) and Peru (1974). In this way
around 25 per cent of total market eco-
nomy output was withdrawn from direct
TNC control. (See Table 2 p 60).

Secondly, a number of smelting, re-
fining and fabricating corporations, main-
ly in the US (e g Asarco and Amax) have
integrated backwards into new copper
mines to secure a stable supply of raw
materials. Also Japanese and West Ger-
man corporations have strengthened their
positions by financing new copper mines
with long term contracts on deliveries to
their smelters in return.

Thirdly, there has been an ongoing dis-
covery of large sources of copper, mainly
through extensive prospecting by a num-
ber of large transnational energy corpora-
tions, which have diversified into the cop-
per industry on a massive scale (see table

Table 1

Energy Acquired Year
company company

Pennzoil Duval 1968
Shell Billiton 1970
Socal Amax (20%) 1975
Atlantic Richfield Anaconda 1977
Louisiana Land &

Exploration Copper Range 1977
Exxon Disputada 1978
Amoco Cyprus 1979
BP Selection Trust 1980
Sohio (BP: 53 %) Kennecott 1981
Elf-Aquitane Texasgulf 1981
Occidental Cities Service 1982

Fourthly, the diffusion of mining tech-
nology needed to work low-grade orebod-
ies successfully on a large scale.

Fifthly, economic and technological
development in the socialist countries has
given independent producers in the
»Third World» a possibility to start up
production without TNC-controlled fi-
nance and technology and given them a
possibility to sell their production to a
market outside TNC control.

Another challenge to the copper in-
dustry is the increasingly hard competi-
tion from the aluminium industry, with a
growing market share being taken over by
aluminium products.

The corporate response

The major traditional copper TNCs have
responded to the competition from new
mining companies and the aluminium in-
dustry in several ways:

First, by forward integration. Phelps
Dodge, Asarco, Inco and Noranda have all
established or expanded fabricating sub-
sidiaries.

Secondly, by forming joint ventures
with state-owned corporations. About 15
per cent of market economy production
of copper comes from such joint ven-
tures.

Thirdly, by forming joint ventures
with other TNCs.

Fourthly, by re-establishing technolo-
gical and financial control over »Third
World» mines through management con-
tracts, service contracts, co-production a-
greements, project financing and other
forms of factoring and through supplier
credits.

The new market configuration

Overall the traditional copper TNCs, of-
ten in collaboration with the new en-
trants (the energy corporations), have
been successful in halting the advances
of state controlled producers in the
»Third World». No new nationalizations
have taken place since the mid-70s and
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the deepening economic crisis in the capi-
talist world has increased rivalry among
»Third World» producers and forced
them - notably Chile and Peru - to adopt
new liberal mining laws, once again open-
ing up their countries to direct invest-
ments by the TNCs.

Important changes have also taken
place among the TNCs recently. Already
mentioned is the entrance of the energy
TNCs. Worth noting is also the strength-
ening of two traditional mining corpo-
rations.

Anglo American, which was threaten-
ed by the nationalizations in Zambia, is
establishing itself as the largest copper
mining corporation in the market econo-
mies through the large share purchases in
Consolidated Gold Fields and Newmont.

The chart above shows the structure of
Anglo group interests in the copper indu-
stry in November 1983. Companies in
squares are holding companies, the others
producers. Figures indicate share of own-
ership. The abbreviations are explained
on page 63.

The most important structural changes
in recent years are:

e The AAC group (MINORCO) bought
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29 per cent of CGF in 1980.

o CGF has successively increased its own-
ership in Newmont to 25 per cent.

e The Anglo holdings in Inspiration Cop-
per and Hudbay were strengthened in
1983 by the formation of IRC, in which
the AAC group (MINORCO) holds 60 per
cent of the capital (46 per cent of the
votes).

e Pinto Valley was purchased from Cit-

ies Service in March 1983.
o The GFSA stake in Tsumeb was in-
creased to 43 per cent in 1983.

A major new entrant is Rio Tinto-
Zinc, with its large Bougainville mine,
which came on stream in the late 1960s
and is one of the world’s largest single
producers of copper concentrate. (See ar-
ticle on page 52 - 58)

Table 2

Shares of world copper production 1982
The major state-owned corporations outside the socialist countries

State Corporation (ownership %) Production share

mine metal

% %
Chile Total 119 7.6
Codelco (100) 10.7 7.6

Empresa Nacional de Mineria (100) 1.2 —
Zaire Gecamines 5.6 3.8
Zambia ZCCM (66) 44 3.0
Peru Centromin 03 0.6
Finland Outokumpu 0.5 0.5
Yugoslavia Bor, Majdanpek, Veliki Krivelj, Bucim 13 1.6
Total 240 179
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Table 3

Geographical distribution (per cent) of world copper mine and refined metal production and
consumption 1971, 1976 and 1981

Industrialized capitalist countries

Africa
Asia

Europe

North America

Oceania
»Third world»

Africa

Asia

Latin America

Oceania

South Africa
Japan

Total

Belgium/Luxemburg
France

FRG

Italy

Spain

Sweden

Yugoslavia

United Kingdom
Others

Total

Canada
USA

Australia

Total
Namibia
Zambia
Zaire

Zimbabwe
Others

Total
India
Indonesia
Philippines
Others

Total

Brazil
Chile
Mexico
Peru
Others

Papua New Guinea

Socialist countries

Total

China/North Korea
Poland

Soviet Union
Others

World total production (Mt)

Source: Annuaire Statistique Minimet; Metallstatistik.

Mine procudtion

1971

421
24

19

20.7

2.0
19
153
15

6459

1976

374
23

1.0

29.5

9.,
184

26

399

22.7

2.0
3.9
151
1.7

1981
369
26

0.6

29.1

8.6
18.5

2.7

41.1

220

22
3.7
13.7
24

1000 1000 100.0

7943 8323

Metal production
1971 1976 1981
603 552 535

1.1 1.0 15

96 9.8 109
170 171 136
43 52 28
04 04 0S5
55 51 40
03 02

11 16 16
07 07 06
13 1.5 14
24 16 14
13 1.0 11
305 252 255
6.5 58 49
240 194 206
21 21 20
186 202 226
103 90 92

72 80 58

03 03 02

0.5 1.2 22

02 02
1.0 20
7.8 100 11.2
03 04 03

63 7.1 8.0
07 09 0.7
0.5 16 22

211 246 239
23 29 31
13 31 34

15,5 163 15.1
20 23 23

100.0 100.0 100.0
7398 8830 9645

Consumption
1971 1976 1981

735 692 67.7

06 07 09
11.0 123 132
323 315 281

12 10 11
10 16 16
71 54 35
25 22 18
280 234 240
30 25 26
250 209 214

16 1.3 1.5
46 63 89

02 03 03

02 03 -
- — 03
14 20 40
08 07 08
- - 0.2
13 20
30 40 46
13 21 19
04 05 04
07 09 15
- — 0.2

06 05 06

219 245 234
35 40 36
1.3 19 20

134 146 139
37 40 39
100.0

100.0 100.0

7332 8535 9492

Geographical distribution

As is evident from the table, the indus-
trialized capitalist countries and the
”Third World” countries account for — in
approximate terms — 40 per cent each of
world copper mine production. The socia-
list countries complete the picture with
20 per cent of world production.

USA and Canada, the two largest pro-
ducers among the industrialized capitalist
countries account for 75 per cent of pro-
duction within this zone. Zambia, Zaire
and Chile together account for 75 per
cent of ”Third World” production.

Production of refined copper, although
clearly dominated by industrialized capi-
talist countries, is showing a modest shift
towards the “Third World” countries.
Over the last decade production in the in-
dustrialized capitalist countries has de-
clined by seven per cent (Cf Table 3).

Much of mine production in the ”Third
World” is shipped to Japanese and Europ-
ean refineries.

The most significant new mining un-
dertaking during the last decade is the
Bougainville copper mine in Papua New
Guinea. In 1982 output was 2 per cent of
total world production.

While mine production in the indus-
trialized countries and the "Third World”
is approximately the same, consumption
is far higher in the industrialized capitalist
countries — 68 and 8 per cent respectiv-
ely.

Production and consumption within
the socialist countries is well balanced.
Their share of world mine and refined
metal production and consumption lie in
the region of 22 per cent. The USSR is by
far the leading producer and consumer
with approximately 14 per cent in all
three sectors.
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Table 4

Corporate shares (per cent) of world copper production 1982

Corporation

Producer (ownership %)

Anglo group interests® (South Africa) Total

Asarco® (USA)

BP* (UK)
Rio Tinto-Zinc® (UK)

Phelps Dodge (USA)

Noranda/Placer® (Canada)

Atlas (Philippines)
Atlantic Richfield (USA)

Pennzoil (USA)
Inco (Canada)

AAC group
ZCCM (27)
Inspiration Copper (60)
Mantos Blancos (72)
Hudbay (60)

BCL (30)

Gold Fields group
Mount Lyell (49)
Tsumeb (43)

Newmont
Magma Copper (100)
Pinto Valley (100)
Palabora (29)
Sherritt Gordon (40)
SPCC (11)
Similkameen (100)
Tsumeb (30)

Total
Mount Isa (44)
SPCC (52)
Asarco (100)
Copper Refineries Pty (44)

Kennecott

Total
Bougainville Copper (54)
Lornex (68)
Rio Tinto Minera (49)
Palabora (39)
Electrolytic Refining & Smelting (57)
Duisburger Kupferhiitte (99)

Total
Phelps Dodge (100)
SPCC (16)

Total
Noranda (100)
Noranda-controlled: Brenda (49),
Brunswick (64), Heath Steele
Placer Development-controlled:
Gibraltar (72)
Marcopper (40)

Total
Anaconda (100)
Anamax (50)

Duval (100)

Production share

index! mine metal
% %
7.5 55
South Africa 3.7 32
Zambia P 1.8 1.6
USA w 0.7 0.7
Chile W 06 0.2
Canada W 05 0.7
Botswana P 0.2 —
UK 04 0.1
Australia w 02 -
Namibia P 0.1 -
USA 34 2.2
USA w11 1.5
USA W 09 —
South Africa P 04 04
Canada W 0.3 —
Peru P 0.3 0.3
Canada w 0.3 —
Namibia P 0.1 —
44 8.1
Australia v 21 1.5
Peru P 14 1.2
USA w 14 3.8
Australia | /A— 1.5
USA 4.1 35
4.1 2.1
Papua New Guinea W 2.0 —
Canada w 09 —
Spain W 06 1.1
South Africa P 0.6 0.5
Australia W — 0.5
FRG v - 0.1
39 4.7
USA W 35 4.3
Peru P 04 04
24 6.4
Canada w11 6.4
Canada W 04 —
Canada W 05 —
Philippines w04 —
Philippines 1.7
1.6 1.6
USA 0.9 14
USA P 0.7 0.2
USA 14 —
Canada 13 1.2
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Amax (USA) Total 1.2 1.8
Anamax (50) USA P 0.7 0.2
ZCCM" (7) Zambia P 0.5 04
BCL’ (30) Botswana P 02 -
US Metals Refining (100) USA— - 12
Amoco (USA) Total 12 0.5
Cyprus Bagdad (100) USA W 038 0.5
Cyprus Pima® (75) USA W 04 —
Boliden (Sweden) Sweden 0.9 0.6
Freeport McMoRan (USA) Freeport Indonesia (81) Indonesia W 08 -
Union Miniere (Belgium) Total - 4.1
Hoboken Overpelt (62) Belgium | 3.7
Cie Generale d’Electrolyse du Palais (42) France v - 0.5
Nippon Mining (Japan) Japan —_ 2.6
Mitsubishi (Japan) Japan — 2.5
Norddeutsche Affinerie® (FRG) FRG - 22
Sumitomo Metals (Japan) Japan - 1.5
Mitsui Mining & Smelting (Japan) Japan - 14
Total 36.5 50.3
Abbrevations: ZCCM Zambia Consolidated Cop- percent of Rio Algom Ltd, Canada, which
) per Mines (Zambia). in turn owns 68 per cent of Lornex Min-
AAC A.xnglo Amencan' Corpora- Notee: ing Corporation Ltd. Duisburger Kupfer-
tion of South Africa. otes: hutte GmbH and the Rio Tinto Minera
AAC group Thegroup of companies con- ! The index shows the way of calculat- S A interests are owned through RTZ Bris-
trolled by AAC. The most ing the production share. W means that tol Ltd. The Palabora Mining Co stake is
important holding compa- the whole production is accounted for,? owned through Rio Tinto South Africa
nies are MINORCO (Bermu- means that only a part, the owners equity  Ltd. AAC group owns 4 per cent of RTZ
da), De Beers (South Africa) interest in the producing company is ac- through Charter Consolidated. According
and Charter Consolidated counted for. to some sources, e g H M Thompson (see
(UKz. Thehclc()ipper' 1;1vets)t- 2 The An glo (AXC) group interests are p35in tfius1 issue) the real interest is high-
ﬁ;{} SRa(r??) el maly oy shown in a separate chart.. er, around 10 per cent.
. , 3 Asarco owns 44 per cent of MIM Hold- ~ Noranda Mines Ltd owns 33 per cent
BCL B;mangwato Consession Ltd ings, Australia, which in turn has a 19.3  Of Placer Development Ltd, both Canadi-
(Botswana). per cent holding in Asarco. Mount Isa 2n corporations.
BRST Botswana RST Ltd (Botswa- Mines Ltd and Copper Refineries Pty Ltd 7 These Southern African interests are
na). are wholly-owned by MIM Holdings. jointly owned with the AAC group, see
CGF Consolidated Gold Fields * BP owns 53 per cent of the US energy ~chart.
PLC (UK) (also called Gold corporation Sohio, which owns Kenne- 8 Operations were suspended in October
Fields). cott Corporation. BP is 51 percent owned 1982
GFSA Gold Fields of South Africa 0¥ the British state. ® Owners are: Metallgesellschaft (40 per
Ltd (South Africa). 5 RTZ owns 57 per cent of CRA Ltd, cent), British Metal Corp (20 per cent)
Hudbay Hudson Bay Mining and Australia (owners'hip. will be reduced to  and Degussa (40 per cent).
Smelting Co Ltd (Canada). 53 per cent), .wh'lch in turn owns 54 per
o cent of Bougainville Copper Ltd. CRA al- Sources:
IRC Insp'lratlon Resources Corp- 55 owns Australia Mining & Smelting Ltd  Roskill’s Metal Databook 1983, Mining
oration (USA). (100 per cent), which in turn owns Elec- Annual Review 1983, Mining Internation-
SPCC Southern Peru Copper Corp- trolytic Refining & Smelting Co of Aus- al Yearbook 1983, Mining Journal and
oration (USA). tralia Ltd (100 per cent). RTZ owns 53  corporate annual reports. i)
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