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The localisation of production 
in the aluminium chain 

Bauxite 

Over the 1971-1983 period great 
changes took place in the geographical 
repartition of bauxite production: 
• Following the discovery of large eco­
nomically profitable reserves, Austra­
lia's bauxite production went from 70 kt
in 1960 to 12 733 kt in 1971, reaching a
high of 27 583 kt in 1979, to drop to
24 539 kt in 1983. Australia thus became
the largest world producer of bauxite,
with 31.2 per cent of world production
in 1983.
• Production in Africa has also grown
considerably thanks to the rise in Guine­
an production, which went from 2 630
kt in 1971 to 13 911 kt in 1980, to drop to
12 986 kt in 1983, or 16.5 per cent of
world production. Recent discoveries of
bauxite reserves in Guinea and in the
Cameroon should make these countries
important producers in the future.
• The share of the traditional Carri be­
an bauxite exporters in the world pro­
duction of bauxite has dropped consid­
erably. Jamaica went from 25 per cent in
1960 to 18.8 per cent in 1971 and 9.8 per
cent in 1983; Surinam from 15 per cent
in 1960 to 10 per cent in 1971 and 3.8 per
cent in 1983; Guyana from 11.1 per cent
in 1960 to 6.3 per cent in 1971 and 1.4 per
cent in 1983.

Brazil and Venezuela, however, will 
see their share increase, thanks to the 
size of the reserves discovered there. 
• In 1971, the developing countries
provided nearly half of the world's
supply of bauxite (49.8 per cent); today
their share is relatively lower (43.6 per
cent) as a result of the size of Australian
production.

Alumina 

Here as well, the geographical reparti­
tion has been considerably modified. In 
1960, the United States and Canada pro­
duced 65 per cent of Western world alu­
mina. In 1971, they produced 31.1 per 
cent and in 1983 17.2 per cent. This 

movement has been mainly to the bene­
fit of Australia which has become the 
largest producer of alumina with 23.3 
per cent of world production in 1983. 

It should be observed, however, that 
apart from Australia, the large bauxite 
producers process very little alumina 
(Guinea 1.8 per cent, Jamaica 6.1 per 
cent). 

Aluminium 

In 1960 the production of primary alu­
minium in the United States and Cana­
da represented nearly 72 per cent of 
Western world production. These two 
countries have seen their share of world 
production drop considerably: the Uni­
ted States has gone from 32.6 per cent in 
1971 to 23.4 per cent in 1983. Canada's 
production has stayed at roughly 7 per 
cent for the same period except for a fall 
to 4.8 per cent in 1976 following strikes 
in the Akan factories in Quebec. 

On the other hand, the European 
share of production has grown slightly, 
going from 21.2 per cent in 1971 to 25.2 
per cent in 1983 (due basically to the 
growth of production in the FRG, Nor­
way and Spain). 

Japan, which reached 8 per cent of 
world production in 1971, has dropped 
to 1.8 per cent following its policy of re­
duction in overseas investment and pro­
duction. 

Finally, a number of new producer 
countries have made their appearance in 
the last decade. In general, they are for­
mer developing countries with impor­
tant energy resources (Bahrein, Venezu­
ela), bauxite reserves, or in the case of 
Australia, bauxite reserves as well ener­
gy possibilities (coal) and great political 
stability. 

New projects 

The following table gives an all-over 
view of the proposed investments in the 
aluminium sector, distinguishing those 
projects already underway from those 
which have been delayed, postponed or 
cancelled. 
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These proposed investments amount 

to 39 256 M USD. They aim at installing 

a new aluminium production capacity 

of 15.9 Mt, a bauxite production 

reaching 243 Mt, owing to the enormous 

reserves of Worsley in Australia. 

A large number of these projects in all 

three segments of the chain have either 

been delayed, postponed or cancelled, 

notably those in Guinea, Zaire and Bra­

zil as well as the opening of the mine at 

Worsley. 

The projects already underway in 

1984 involve investments equal to 13 268 

MUSD. 
As to aluminium, the projects 

amount to a new production capacity of 

1 720 kt, distributed as follows: 

Canada 587 kt 34 per cent 

Brazil 544 kt 31 per cent 

Australia 263 kt 15 per cent 

Indonesia 225 kt 13 per cent 

The proposed new production capacity 

of alumina is 6 155 kt divided as follow: 

Australia 1 900 kt 31 per cent 

Jamaica 1 325 kt 21 per cent 

Brazil 800 kt 13 per cent 

Ghana · 800 kt 13 per cent 

Indonesia 600 kt 9 per cent 

Finally, concerning bauxite, only the 

Trombetas project in Brazil, which will 

increase the mine's capacity to 7 Mt is 

underway. 

What conclusions can be 
drawn as to future localization 
of the products in the chain? 

1. The big producers of bauxite will be

Australia and Brazil, whilst the Carib­

bean countries will see their production

diminish. Africa's production is already

stagnating.

However, the aluminium producers 

desire to diversify their sources of sup­

ply means that reserves in other coun­

tries may be chosen. Nevertheless, the 

present producers have an advantage in 

that the cost of a "new capacity" per ton 
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is lower for an already existing mine 

than for a new mine, above all if the 
latter necessitates large investments in 

infrastructure. This factor should help 

the current producers to keep their share 

of the market. 

2. In the alumina stage, a movement

towards transformation in the bauxite 

producing countries is favoured because 

of the economy in transport costs and 

because of the growing desire of the pro­

ducer countries to increase downstream 

integration. However, if one examines 

the proposed location of the refineries 

being proposed at present, the share of 

the developing countries will not rise 

above 20 per cent of world production. 

3. As far as the aluminium stage is

concerned, it is likely that a larger share 

of world production will take place out­

side the main consumer countries, 

where energy costs have greatly in­
creased and where there is more and 

more concern about the pollution of the 

environment. 

In Japan, for example, numerous 

smelters have been closed down defini­

tively. In the United States the number 

of new smelters proposed is low. How­

ever, this tendency will probably be 

weakened after 1985 (as is indicated al­

ready by the distribution of projects 

which have been dropped) by certain 

constraints: 

• Investment in new smelting capacity

necessitates more and more capital and

a green field factory costs up to 50 per
cent more than the extension of an al­

ready existing facility.

• Although the costs for infrastructure

is usually taken on by the host gov­

ernment, it will also demand increasing

control over the activities of the alumi­

nium producing company, thus redu­

cing the TNC interest relative to the in­

vestment.

It is also significant that 34 per cent of 

aluminium production capacities being 

constructed today are located in Cana­

da, an industrialized country with 

abundant energy resources, and at the 

same time close to the large American 

markets. 

Change of location, yes, but not too 

far away from the big markets. This line 

of reasoning goes equally for Australia, 

Brazil, Indonesia and, although to a les­

ser extent, for Europe with project de­

velopments in Ireland, Greece, Italy and 

Spain. 

4. One of the priorities in the industri­

alization policies of the developing na­

tions is to deal with the unemployment 

problem. It is not obvious that an in­

dustry as capital intensive as the electro­

lysis of aluminium is a good way of crea­

ting jobs, leaving aside the financial and 

technological independence which may 

be the result. A manufacturing industry 

on the other hand creates, for each dol­

lar invested, IO to 15 times more em­

ployment. 

5. The political risks will hold back

the investors from committing them­

selves in operations which they do not 

control. It is worth noting that in all the 

new large projects, the producers cover 

themselves by combining their efforts 

and/or in committing the states by the 

creation of mixed consortia. What will 

the bauxite producing countries do? 

Who will control and buy their re­

sources? 

6. In 1982, 43.8 per cent of world

bauxite, 15.7 per cent of alumina and 

13.2 per cent of aluminium were pro­

duced in the third world, which thus re­

mains largely a raw material producer. 

This is particularly true in the case of 

Africa which produces 16 per cent of the 

world ore, but only 1.9 per cent of alu­

mina and 2.8 per cent of aluminium 

(1982). 

The projects underway do not show 

any indication of a desire of the multi­

nationals' to promote integration of the 

chain in the traditional bauxite countri­

es, such as Guinea or the Caribbean. 

Would not the creation of a home alu­

minium industry be the means for these 

countries to raise the value of their natu­

ral resources in the face of the compa-
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At its formation, the IBA brought to­

gether Australia, Guyana, Guinea, Ja­

maica, Surinam, Sierra Leone and Yu­

goslavia. In November 1974, Ghana, 

Haiti and the Dominican Republic 

joined the organization, followed by In­

donesia in 1975. 

Jamaica began the offensive in May· 

1974, by putting a tax on the export of 

bauxite fixed at 7.5 per cent of the Ame­
rican market ingot price. As a result, the 

tax receipts Jamaica drew from bauxite 

rose from 25 M USD to 170 M USD. 

This tax was increased to 8 per cent in 

1975 and to 8.5 per cent in 1976. 

So as not to lose its share of the mar­

ket due to the rise in its prices, Jamaica 

imposed minimum production levels on 

the companies operating on its territory. 

In the months that followed, the other 

four producers in the Caribbean plus 

Guinea fixed similar taxes and mini­

mum levels of production: 

• Surinam: 6 per cent increase in baux­

ite production, following an agreement

with Alcoa;

• Guyana: 5.9 per cent increase in

bauxite production;

• Dominican Republic: 5.5 per cent in­

crease following an agreement with Al­
coa in December 1974.

Australia did not join in with

these measures.

The aims of the IBA 

The IBA, under the stimulus of Jamai­

ca, wanted to establish a common front 

of bauxite exporters who would act col­

lectively. To enable them to do so, a 

three-point strategy was worked out: 

• The creation of a data bank.

The acquisition by each members of a 

complete knowledge of the industry's 

workings. It is known that the monopo­

ly of information is one of the multi­
nationals' principal strategic weapons. 

It was therefore considered necessary to 

create a data bank on the industry. The 

data should be available to all members 
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of the association. To get access to this 
data, in general available only within the 

companies, profitable, it must not be 

forgotten that existing investment in 

aluminium production based on baux­

ite, is such that the producers not easily 

replace plants in working order by other 

units. 

IBA members had to acquire a majority 

shareholding in the local subsidiaries of 

the multinationals. 

However, this strategy has been rarely 

used, except in countries where it was al­

ready practised (Ghana, Guinea, Indo­

nesia and Yugoslavia). Only Guyana 

opened negotiations with Reynolds con­

cerning the nationalization of its prop­

erty on Guyanan territory. 

The government of Jamaica was able 

to acquire 51 per cent of the capital of 

Kaiser's and Reynolds' local bauxite 

mining operations. 7 and 6 per cent of 

the alumina operations of Akan and 
Alcoa, but failed in its negotiations with 

Revere Copper and Brass, which then 

left the country. 

• The coordination of prices

As no market price for bauxite existed, 

with the majority of transactions taking 

place between subsidiaries of the same 

group, it was considered important to 

establish a common market price, based 

on information collected in the data 

bank. 

The companies retorted by saying 

that it was impossible to establish a 

common price, given the large number 
of bauxite varieties, as well as the diffe­

rences in transportation costs. 

The IBA then suggested a price policy 

based on a reference price (as the price 

of oil was fixed in relation to the price of 

Saudi Arabian unrefined oil). This sug­

gestion was accepted by two thirds of 

the IBA members, but with Australia 

again refusing to join in. 

• The coordination of production

levels

This third recommendation of the IBA, 

indispensable in establishing a price 

policy, was little followed. In fact, the 

companies' production units are adap­

ted to specific bauxitetypes: the North 

American industry to Jamaican baux­

ite, the French industry to Guinean 

bauxite, etc. To adapt to other types of 

bauxite would cost the companies con­

siderable sums. They are thus relatively 

tied to certain workings. 

A coordination of production aimed 

at avoiding fluctuations in the bauxite 

market is thus largely beside the point, 

these movements being unlikely to oc­

cur. On the other hand, the setting-up of 

production lines linked to the use of 

"new bauxites" seems to be more and 
more a strategy of the companies. This 

is the case of companies active in Aus­

tralia, and also of new producers, linked 

with "non-IBA" bauxites, eg Brazil and 

the Arab states. 

The obstacles: three substitutions 

• The substitution of other sources

of bauxite supply

Bauxite is one of the most plentiful ma­

terials in the earth's crust (the SiAl: sili­

cum and aluminium). There is therefore 

no question of future shortages, as in 

the case of other raw materials. 

However, its increase in p'rice due to 

the imposition of export tax and the in­

crease in transport costs linked to the en­
ergy crisis, renders non-IBA workings 

profitable or at least potentially so. 

Australia, a rather special member of 

the IBA, is the big beneficiary of this 

counter-strategy. All the other IBA pro­

ducers have seen their share of produc­

tion stagnate or diminish. New "non­

IBA" producers have appeared: Brazil, 

Venezuela. 

• The substitution of other raw

materials

Many other raw materials than bauxite 

can be used to produce aluminium. The 

US State Department has listed at least 

five alternative ores available in large 

quantities in the USA: alunite, anortho-
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