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By Marghanita Johnson*

Looking back on my first twelve months 
at the Australian Aluminium Council as 
the Executive Director; wow! What a year 
it has been for the Australian aluminium 
industry (and no, I don’t just mean COVID).

2020 marked the 65th birthday of 
the Australian aluminium industry. The 
southern hemisphere’s first aluminium 
smelter was built at Bell Bay in northern 
Tasmania to overcome national security 
risks following the second world war 
and is still operating. Today, Australia’s 
aluminium industry directly employs 
more than 15,000 people and indirectly 
supports around 40,000 families in 
regional Australia.

The Australian industry now includes 
five large (>10 Mt per annum) bauxite 
mines, six alumina refineries and four 
aluminium smelters; in addition to 

downstream processing such as extruders 
and distributors. It is the world’s largest 
producer of bauxite, collectively producing 
more than 100 Mt of bauxite per annum; 
the world’s largest exporter of alumina, 
exporting more than 17 Mt per year; and 
the sixth largest producer of aluminium. 

Like the rest of the world, we watched 
in the first half of 2020, as aluminium 
prices collapsed because of COVID-19. 
Demand for aluminium in cars, aeroplanes 
and construction plummeted. There was 
also concern that our operations would 
be faced with shutdown as a result of 
lockdown measures in each jurisdiction. 
But while we have faced challenges 
of restricted regional movement, all 
operations remained open throughout 
the year and production from Australia’s 
bauxite mines and alumina refineries has 

actually increased. While aluminium prices 
have now largely recovered, we know the 
longer-term future of industry will depend 
on the rate of recovery of the global 
manufacturing sector and the impact this 
has on international demand. 

The pandemic has underscored the 
importance of manufacturing in Australia, 
and how it can support a productive and 
resilient economy. The crisis reinforced the 
advantages economic self-sufficiency—of 
being able to value-add within a domestic 
supply chain—from Australian bauxite, 
to Australian alumina, to Australian 
aluminium and on to Australian extruders. 
It also highlighted the importance 
of local industry which provides the 
underpinning market for a contracting 
and manufacturing sector. This sector was 
able to pivot to meet rapidly changing 

domestic needs such as sanitiser, face 
shields and ventilators. Energy-intensive 
industry provides not only current 
regional jobs, but also supports the smart 
Australian jobs of the future.

The Australian Government recognised 
the value of this domestic supply chain 
resilience, announcing their Modern 
Manufacturing Strategy, to allow 
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Australia’s manufacturers to scale up, 
compete internationally and create more 
jobs. The Government supported this with 
the announcement of policies to increase 
the supply and affordability of gas, a critical 
enabler for both the alumina industry and 
electricity sector, as part of its Gas Fired 
Recovery platform. And the Government 
has made the aluminium industry one of 
its five priority low emissions technologies. 
These priority technologies are where 
Australia has some of its biggest low-
emission challenges, but also its biggest 
opportunities. 

Throughout this year, the Council has 
renewed its focus on mine to market 
domestic supply chains, including renewed 
engagement with the downstream sector. 
This resulted in the Council welcoming 
Capral Limited, Australia’s largest extruder 
and distributor of aluminium products, as 
its first new member in a decade. New 
members like Capral bring increased 
diversity to the Council’s downstream 

membership. Australia’s manufacturing 
sector employs people with significant 
technical, operational and managerial 
skills, and the development of this skill 
base can support Australian jobs into the 
future.

Historically, the Council’s members 
were large vertically integrated producers, 
however, in recent years we have seen a 
shift in the Australian and global industries 
reflecting diversification of producers, 
particularly in bauxite mining. It was this 

increased diversity of supply and wanting 
to share Australia’s more almost 60 years 
of experience of bauxite mining, which in 
2018 prompted the Council to share our 
knowledge globally via the publication of 
the Sustainable Bauxite Mining Guidelines, 
a joint collaboration between ourselves, 
the International Aluminium Institute and 
the Brazilian Aluminium Association.

Reflecting further on this in 2020, the 
Council adopted a new membership 
category, enabling bauxite explorers and 
mine proponents to join the Council, before 
production commenced. In October, the 
Council welcomed VBX Limited as the first 
member in this exploration category. VBX 
is the proponent of the Wuudagu Bauxite 
Project on Wunambal Gaambera country, 
in the far north of Western Australia. 
While the project is still undergoing 
final feasibility studies and approvals, 
membership of the Council enables VBX 
to engage with other members of the 
Australian bauxite industry during these 
planning phases, helping to ensure 
Australia maintains its reputation as a 
sustainable miner of increasingly scarce 

high-grade bauxite.
Australia is naturally blessed with some 

of the best wind and solar resources in 
the world, and a transformation is now in 
progress towards a renewable generation 
base that drives our country forward 
sustainably. But it’s not all smooth sailing. 

The Australian National Electricity 
Market (NEM) is undergoing change at 
an unprecedented rate. It is estimated 
that around 16% of electricity consumed 
in the NEM in 2018-19 was generated by 

variable renewables and this is forecast 
to increase rapidly, driven by falling 
technology costs, government support 
programs, and consumer preferences. 
By 2022 the proportion is forecast to 
be around 27% and by 2030 above 
40%. The volume and pace of transition 
places Australia in an international cohort 
including Ireland, California, Germany, 
Spain and Portugal; with one major 
difference – our grid is stand alone and 
not connected to other countries. This 
is causing major issues around system 
security and reliability, without which the 
electricity system can fail. 

What is also uniquely Australian in this 
transition is the proportion of generation 
from residential and commercial solar 
photovoltaic (PV). At present this is about 
5% of the generation output; by 2030 
it is expected to be 10%. With this large 
and sustained increase in rooftop solar 
PV, the NEM has begun to struggle with 
the midday solar peak and the erosion of 
the minimum demand, making it more 
difficult to operate and manage. This 
challenge will only increase with time.
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All four smelters are located in this 
National Electricity Market and collectively 
comprise more than 10% of electricity 
demand. As the market undergoes this 
unique and challenging transition, there is 
growing need for a shock absorber in the 
electricity system. Australia’s aluminium 
smelters have been increasingly called 
upon to support grid stability and reliability 
to fill this role. Their large and fast-acting 
interruptibility helps secure and restore 
stability to the network, particularly on 
those hottest of hot days in summer 
when the demands of the network are 
pushed beyond their capability. Or when 
network conditions deteriorate, as a 
result of bushfires or other conditions and 
significant load shedding is required to 
restore its strength. Smelters also provide 
critical, stable demand all day, every day. 
But each interruption presents a process 
risk to a smelter to safely restore their own 
stability as they resume production.

Electricity accounts for around 30-50% 
of Australian aluminium smelters’ total 
cost base and is a key determinant of 
their international competitiveness. The 

delivered cost of electricity in Australia 
has, in recent times, been consistently 
priced in the highest (fourth) quartile of 
global prices. These system shocks have 
caused high volatility in spot prices over 
recent years, which has been a key driver in 
the increased cost of wholesale electricity 

contracts. Compounded by this volatile 
electricity market, the circumstances are 
now urgent for Australia’s four smelters. 
Smelters seeking to recontract today 
are facing difficult decisions, especially 
under current economic conditions. But 
without Australia’s aluminium smelters, 
the challenge to manage the electricity 
market and reliably supply the 22 million 
Australians connected to it, is even harder.

As I look to my second year at the Council, 
I see that for Australia’s existing industries, 
surviving this transition will continue to 
be a challenge. But I also see a platform 
of national policy reforms is underway, 
directed at a future where Australia’s 
world-class energy resources once again 
provide internationally competitive, 
reliable energy and an invigorated mineral 
processing and manufacturing sector. 
Aluminium has been clearly identified 
as a priority technology as part of these 
reforms. There is real opportunity on the 
horizon which could again see Australian 
mineral processing and manufacturing 
industries thrive on low-carbon, 
competitively priced electricity. �
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