The aluminium
industry
in West Africa

By Ronald W Graham

The West African aluminium
industry is characterised by an
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Given West Africa’s abundant hydro-
power potential and its vast deposits
of high quality bauxite scattered through-
out Guinea, Ghana and Sierra Leone
one would naturally expect the area to
be far advanced in the development of
a fully integrated and largely self-suffi-
cient aluminium industry. One would
also have assumed, given the significan-
ce of aluminium as one of a very small
range of empirically verifiable industrial
materials capable of acting as a catalyst
of further industrial development, that
the integration of the industry in these
countries would have been a first priority
in any strategy to escape the restrictions
of mono-crop export economies. Yet
neither assumption would be warranted
given the existing pattern of resource
exploitation, production and consump-
tion and the inability of the West Afri-
can ruling classes to transform the colo-
nial economy inherited at the time of
independence. The dynamic for the
transformation of mineral-rich West Afri-
can economies has thus been partially
obscured by multinational dominance
of the extractive sector and the abscence
of genuinely antiimperialist movements
to challenge this dominance.

Accordingly, the aluminium industry
in West Africa today is characterised by
an extreme form of uneven (and une-
qual) development whereby no single
country possesses the complete produc-
tion process from the mining of bauxite,
through the production of alumina to
the smelting of metal and the final fabri-
cations of aluminium products. For
example, Guinea exports bauxite and alu-
mina but does not yet smelt aluminium;
Sierra Leone exports only bauxite; Ca-
meroon smelts aluminium but is oblig-
ed to import alumina while Ghana, with
perhaps the most irrational production
structure exports bauxite but imports
alumina for the production of aluminium.
Needless to say there are no linkages
between these various countries involv-
ed in the industry. Finally, all West

African countries, with the notable ex-
ception of Cameroon, import their fabri-
cating requirements from traditional
suppliers in the West — usually the very
same companies which exploit their raw
materials. This uneven development of
West African resources is, of course,
no accident of history, but is rather
the deliberate and direct consequence
of the investment strategies adopted by
the companies comprising the interna-
tional aluminium oligopoly.

The origins of the oligopoly

Historically, the aluminium industry
first developed in the core capitalist
countries of France, the US, Germany
and the UK, in each case under the
control of a single national monopoly.
The control of technology and the pro-
fits which could be rapidly accumulat-
ed thereafter permitted these mono-
polies to develop large scale production
processes which further lowered costs,
raised profits and excluded would-be
competitors. Monopoly control was quick-
ly established over all available domestic
energy sources and bauxite deposits to
establish an exclusive basis for continu-
ed long-term expansion.

This situation remained basically un-
changed until the Second World War
created a vast new military market for
the metal which the established com-
panies could not satisfy. Rapidly ris-
ing demand accompanied by anti-trust
activity by the US government, led to
the emergence of several new major pro-
ducers who sought and obtained state
support to become independent of the
major US monopoly — Aluminium
Company of America (ALCOA). ALCOA
was subsequently forced to hive off its
Canadian subsidiary — Alcan Aluminium
Lid, (ALCAN) — although in terms of
share ownership and corporate policy
the two companies adopted a comple-
mentary approach rather than one of
direct competition. The emergence of
Kaiser Aluminium and Chemical Corpo-
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The aluminium oligopoly

ration and Reynolds Metals, supported
by government subsidies, completed the
reorganisation of the North American
industry. In Europe, the French com-
pany Pechiney and the Swiss company
Alusuisse proved to be the only two
concerns capable of challenging North
American hegemony in the international
industry and by 1950 these six companies
had come to dominate the production
and consumption of aluminium. Today
they control upwards of 60 per cent
of the international market.

The struggle
to control bauxite deposits
However, the artificial creation of com-
petition and the vast expansion of ca-
pacity occasioned by the War and sub-
sequently maintained by the develop-
ment of a permanent war economy in
the US, rapidly led to the exhaustion
of domestic bauxite deposits and an im-
pending shortage of cheap hydro-power
for smelting at home. As the Cold War
and national defence requirements came
to dominate US foreign policy, one go-
vernment adviser warned that:
”Aluminium has become the most
important single bulk material of
modern warfare... no war can be
carried to a successful conclusion
today without using and destroy-
ing vast quantities of aluminium...
We must plan the aluminium
capacity available to the whole
free world of nations strictly in
terms of this awful prospect.”
The leading aluminium companies spurr-
ed on by the new competitive situation
in the industry and assured of a ready
market by government stockpiling poli-
cies began to turn their eyes abroad.
The bauxite deposits of Guyana had co-
me under monopoly control during the
First World War and in the aftermath
of the Second War the British were un-
able to prevent American companies from
bringing the deposits of Jamaica under
corporate control. By the 1950s, the
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companies were looking further afield
— towards the rich mineral and energy
resources of West Africa. At this time
several strategies were open to the com-
panies. They could either exploit bauxite
for shipment back to the alumina plants
of the US for smelting at home or they
could import alumina from their Carib-
bean operations for smelting in Africa. In
either case there was clearly no intention
of developing a fully integrated alumini-
um industry in the West AfTican countries,
nor of permitting any one country to
vertically integrate the industry with-
in its national boundaries, thus violat-
ing the control relationships of corpo-
rate integration. The strategy adopted
in relation to each country ultimately
depended on a combination of politi-
cal, economic and strategic factors which
were determined in turn by the produc-
tion structure of each company. As late-
comers to the industry Kaiser and Rey-
nolds required both bauxite and hydro-
power whilst the older North American
companies of ALCOA and ALCAN
required only bauxite having previous-
ly established control over the hydro-
power resources of Canada and the US.
Of the two leading European compa-
nies, Pechiney required overseas smelt-
ing capacity to complement domestic
bauxite resources whilst Alusuisse, with

abundant domestic hydro-power resour-
ces, concentrated on the acquisition of
foreign bauxite deposits.

Political decolonisation
opens up Africa
to US economic penetration

The political decolonisation of the
European African empires presented the
ideal opportunity for American industrial
and finance capital to invest in the mi-
neral and energy resources of West Africa.
The new independent countries of West
Africa wanted to ’develop” and the
norms of modernisation theory assured
them that foreign capital investment
was the easiest way to do so. And it is
in this unhappy coincidence of interest
between the investment policies of the
new ruling classes in West Africa for
capitalist investment that we can situa-
te the main dynamic of contemporary
underdevelopment in West Africa.

The vast bauxite deposits and po-
tential hydro-power of West Africa
had been discovered as early as in the
first decades of this century. Yet, given
the reluctance of the colonial powers
to invest heavily in the industrial devel-
opment of the colonies nothing was
done to exploit this wealth. Various
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private schemes, often of a speculative
nature, had attempted to develop these
resources but without metropolitan go-
vernment support and without the parti-
cipation of the aluminium companies
who, as yet, had no need to look so far
afield, little was achieved other than a
recognition of the significance of the
resources. Throughout this period, West
Africa can be characterized as at best
a “’reserve supplier”.

GHANA

This situation remained unchanged until
the Second World War, which created
a rapidly rising demand for bauxite. Two
bauxite mines were indeed opened up
in the Gold Coast (Ghana) to meet
Anglo-American requirements. These mi-
nes were financed by the Ministry of
Munitions and operated by the British
Aluminium Company (BAC). They main-
tained a steady output of 300,000 t/year
throughout the war. However, after the
war the major aluminium companies
took a strong interest in Gold Coast
bauxite and both the BAC and ALCAN
took out concessions in the colony.
Even Reynolds, the new American
producer, was at one stage interested
in bauxite and hydro-power concessions
— an interest not exactly welcomed by
the British government. But the main
attraction in the Gold Coast was the
Volta River Project — a river dam pro-
ducing hydro-power which, in con-
junction with the existence of local
bauxite deposits, was capable of pro-
ducing relatively cheap aluminium with-
in the sterling area thus reducing Bri-
tain’s growing dollar deficit with the US.

The Colonial Office and the Colonial
Government both threw their weight
behind the project and tried to induce
the BAC and ALCAN (two “imperial”
aluminium companies) to make the ne-
cessary investment. However, this attrac-
tive project was complicated both by the
nationalist agitation of 1948, which
eventually swept Nkrumah to power a
decade later, and the hostility of the

50

US companies who did not want to be
excluded from such an attractive in-
vestment.

The Americans had already demand-
ed equal access to the mineral wealth
of the empire and were fully prepared
to use their financial stranglehold on
Britain to ensure that their companies
have free access to colonial minerals as set
down in the Atlantic Charter. The Nation-
alist movement for its part objected to
yet another colonial raw materials scheme
from which the country would gain
little or nothing. Accordingly, despite
thorough investigation in the years pre-
ceding Independence, the scheme fail-
ed to come to life. Nkrumah was secret-
ly negotiating with leading American
companies while the British industry was
suffering from a fatal financial crisis
which was only finally resolved by the
1957 takeover of the BAC by the Rey-
nolds group.

Ghanaian independence was greeted
by a rush of aluminium companies anxious
to pick up the Volta contract. Nkrumah
believed that the Americans could con-
struct the project more efficiently than
the British and hoped that the project
itself would provide the catalyst for the
industrial transformation of the country.
The Americans, on the other hand,
faced with rising energy costs in the
US were more interested in acquiring
overseas smelting capacity with as low a
power price as possible. These objective
factors of competition and expansion
within the industry were comfortably
complemented by broader US political
and strategic interests in Ghana — namely
the containment of communism”. The
US began to seriously assess the scheme
and came to the conclusion that a US
private enterprise, again supported by US
loans, should construct and operate the
smelter.

The oligopoly dictate

Kaiser presented a blueprint along these
lines but by this time the concept had
changed from a multipurpose river pro-

ject to that of an aluminium scheme.
Kaiser argued that to keep the costs
down, only the most essential compo-
nents of the project should be included.
Thus the alumina plant was deferred
and no account was taken of Ghana’s
own bauxite deposits. Finally, the very
idea that Ghana should hold 40 per
cent of the equity of the smelting com-
pany was rejected by the Americans.
Nkrumah had hoped to play one com-
pany off against the other to maximise
Ghana’s returns from the project but
instead the opposite had happened.
The aluminium companies and the
international lending agencies closed
ranks and played off Ghana against
other mineral rich countries wanting
foreign investment and industrial de-
velopment. A consortium of alumi-
nium companies was formed in 1959
involving Kaiser, Reynolds, ALCOA
and ALCAN and feasibility studies were
prepared. However, as Nkrumah began to
exercise his ”left option” in 1961,
doubts about the wisdom of invest-
ing over 100 M USD in Ghana grew.
Gradually, the more timid members
of the consortium withdrew until only
Kaiser, with 90 per cent of the shares
and Reynolds, with 10 per cent remain-
ed. Kaiser, in particular, still saw the pos-
sibility of vast profits. As one Kaiser
official phrased it at the time:
”Where else could we have own-
ed a 120,000 ton smelter, costing
150 M USD of which 85 per cent
was supported by debt and 90 per
cent of that was covered by the
American government.”

As it turned out, the two companies
eventually invested only 22 M USD of
their own money in the project. Obvious-
ly, the benefits and assurances which
could be gained from acting in the in-
terest of US foreign policy had not es-
caped Kaiser. American pressure on
Nkrumah and domestic pressure to get
the scheme started led Nkrumah to sign
the Master Agreement early in 1962
although he clearly recognized that the
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Of the power produced in Ghana, approxi-
mately 7S0MW, over 60 per cent goes
straight to VALCO, while Ghana requi-
res an additional 1,200 MW for her own
development plans. Meanwhile, in an
entirely seperate operation, Ghana con-
tinues to export an average of 300,000
tons of bauxite per annum to the BAC
alumina plant in Scotland. However,
while Ghana has exhibited the most
irrational production structure of the
alumina industry in West Africa, the
other countries involved have similari-
ly not realised the full potential benefit
of their natural resource base. Of course
the fact that bauxite is the most common
mineral ore on the surface of the earth
has further weakened the bargaining po-
sition of these countries.

GUINEA

The most notable characteristic of the
Guinean bauxite industry has been on
the one hand the high level of govern-
ment participation in the various mining
ventures and on the other, the high level
of cooperation between the world’s lar-
gest bauxite mining companies in the
exploitation of Guinean ore. Both cha-
racteristics stem from the well attest-
ed radical tendencies of the Guinean
leadership. Indeed, in the late fifties
and sixties, doubts about the direction
in which Guinea would move stimulated
a remarkable closing of ranks by the com-
panies to spread the investment risk.
Guinea’s response to this new corporate
strategy was to insist on at least a 49 per
cent shareholding in mining projects.
That the companies were prepared to
accept this simply indicates the potential
value of Guinea’s huge deposits and the
desire of every company not to be ex-
cluded from their exploitation. Guinea
has also been able to exploit effectively
east-west conflict and has encouraged
Soviet and Yugoslavian state concerns
to invest in Guinean bauxite.

By the 1950’s and 1960’s the leading
aluminium companies were increasing-
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ly coming into conflict with each other
for access to and monopoly control over
new and reliable sources of bauxite.
Kaiser, Reynolds and ALCAN had all
shared in the exploitation of Jamaican
bauxite (one reason why these very com-
panies were in no hurry to develop
Ghanaian deposits), from which ALCOA
as well as the leading European producers
had been excluded. Meanwhile, on the
other side of the world, survey work
was only just beginning on the massive
Australian deposits. Guinea, with the
world’s largest deposits seemed to be the
ideal place from which to take incremen-
tal supplies. Indeed, the speed and level
of the extraction of Guinean ore indicat-
ed a strong corporate desire to maximise
the exploitation of the ore, minimise
the political risks while simultaneous-
ly looking for alternative sources. The
production statistics for Guinea present-
ed below indicate these propositions.

During this period, Guinea come to supp-
ly 75 per cent of France’s bauxite requi-
rements and in 1976 surpassed Guyana
as ALCAN’s main supplier. In response
the Guineans cast the investment net a
bit wider to incorporate Arab interests
in the hope that world dependence
on Guinean bauxite would enable the
country to press for the full integration
of the industry.

ALCAN had taken an early lead in
the development of Guinean bauxite
taking out large concessions during the
period of French colonialism. By the
late 1950°’s ALCAN hoped to develop
Guinean bauxite to supply the Volta
aluminium smelter in Ghana. The com-
panies did not want to integrate the in-

dustry in one country although, as we
have seen, both Ghana and Guinea were
perfectly capable, indeed were eminent-
ly suited, to developing an indigenous
integrated industry. However, it was
only the emergence of Sékou Toure
as a radical leader in the mould of Nkru-
mah which finally dashed ALCAN’s
plans. By 1958, ALCAN had started
preliminary work on the Sangaredi
bauxite deposit but Independence the
same year brought a sudden reversal
to ALCAN’s fortunes. ”The new leader-
ship was determined that the country
should own part of any future mining
operation and a substantial proportion
of any supporting infrastructure... AL-
CAN departed temporarily from the
scene.”

The project was then picked up by
one of the smaller US companies — Har-
vey Aluminium — but it was quickly
realized that if economies of scale were
to be realized other companies would
have to be brought in. Guinea then re-
served a 49 per cent interest in the com-
pany while the rest of the shares were
distributed between ALCOA and AL-
CAN 27 per cent each, and Harvey,
Pechiney, Vereinigte Aluminium Werke
and Montecatini taking the rest. The com-
panies then arranged a five year standby
credit of 75 M USD from a consortium
of banks headed by the Bank of America.
Mining finally started in 1973, by which
time the cost of the project had leapt to
400 M USD with the scale of production
at nine million tons a year. With such a
huge investment, backed by the full
weight of international capital it was clear
that the aluminium industry had taken
over the dominant position in the Guine-

Production of bauxite and alumina in Guinea 1966-1976

(in kt)

1966 1968
Bauxite 1,608 2,117
Alumina 523 540

1970 1972 1974 1976
2,490 2,600 7,600 11,361
610 663 636 562
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The President of Guinea, Sekou Toure,
inviting foreign investors to exploit the
country’s large bauxite deposits, at a
meeting arranged by Chase Manhattan
Bank in New York, July 1982.

Guinean bauxite exported by ALCAN,
Below.

an political economy. Yet, this scheme
was only one of Guinea’s operational
mines. The other major mining venture
at FRIA had an equally chequered
career from the initial signing in 1958.
The FRIA investment also brought
together a remarkable coalition of alu-
minium companies this time includ-
ing Pechiney, Alusuisse, Olin VAW
and the BAC.

Mining started in 1960 and the venture
quickly became the largest industrial
undertaking in the country. Yet as a
private investment the venture remain-
ed outside government regulation and
could not therefore be incorporated
in the government’s development plan.
It was estimated that only 12 per cent
of the original investment was of any
direct benefit to the country. On the
other hand, the character of this new
dependency was illustrated by the fact
that the mine provided between 40 per
cent and 60 per cent of Guinea’s total
exports in the early years. Suret-Canale
referred to the scheme as a:

”...good example of an ’econo-
mic enclave’; with its own rail-
ways and port, FRIA lives, orien-
tated to the outside world depend-
ing closely on the mother enter-
prises of Europe and America but
totally independent of the Afri-
can context”.

Guinea, of course, started from a very
small industrial base, yet the rapid de-
velopment of the mining sector of the
economy cannot be viewed as an example
of self-sustaining industrial development.
It was these typical features of under-
development which encouraged the Gui-
nean leadership to attempt to alter the
terms of the agreement. Not surprising-
ly, the negotiations were long and ar-
duous and it was not until 1973 that
Guinea was able to partially nationali-
ze the FRIA operations. Indeed, it was
only the size and quality of the depo-
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sits and the determination of the leader-
ship which enabled the Guineans to
insist on 49 per cent ownership and
65 per cent of the profits. Nevertheless,
despite becoming one of the world’s
largest exporters of bauxite, Guinea
has so far been unable to complete the
integration of the industry within the
country.

CAMEROON

Cameroon opened up the first West
African aluminium smelter in 1957
at Edea, with ownership in the hands
of Pechiney. Utilizing local hydro-power
and alumina imported from France and
later Guinea, the company, ALUCAM,
increased production steadily to a maxim-

um output of 53,000 tons in 1963.
Unlike the vast aluminium smelters of
the North Americans, producing hund-
reds of thousands of tons of metal per
year, this venture was much smaller in
scale. It was first aimed towards the
Cameroonian market and, secondly the
wider West African market. Accordingly,
with access to local metal, the Cameroon-
ian fabricating industry developed eventu-
ally consuming up to two thirds of local-
ly produced metal. This experience is
in contrast to the historical experience
of the Ghanaian fabricating industry.
The Ghanaian industry had developed
steadily until the overthrow of Nkrumah
in 1966 saw the collapse of Ghana’s
industrialization plans and with them,
the local fabricating industry. Produc-
tion of consumer goods rapidly declin-
ed and has still not recovered to pre-1966
levels. VALCO, is of course not yet
prepared to supply local fabricators
with metal produced in Ghana.

SIERRA LEONE

In the last West African country involv-
ed in the international aluminium in-
dustry — Sierra Leone — we find a si-
milar combination of factors undermin-
ing the full development of the industry.
During 1977, the Sierra Leone and Metal
Company shipped a total of 846,000 tons
of bauxite to the parent company, Alu-
suisse. Alusuisse is currently negotiating
with the Government of Sierra Leone
for a new mine in the north of the coun-
try at Port Lokko where approximately
100,000,000 tons of bauxite have been
proved. In conjunction with this Alusuisse
is also planning an alumina plant at Pepel.
However, the terms of the two projects
are strikingly different. Alusuisse has of-
fered the government of Sierra Leone 50
per cent participation in the mine, where-
as the alumina plant will be financed by
an international consortium of companies
led by Alusuisse. Clearly, the rules have
not changed. u
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