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DEFINITION OF THE INDUSTRY

This industry (ANZSIC 272) includesthe refining of bauxite to form alumina,aluminium
smelting,copper,silver, leadandzinc refiningandsmeltingandotherprocessingof minerals,
suchassecondarysmeltingandrefiningof othernon-ferrousmetalsandtherecoveryof such
metalsfrom drosses,ashes,scrapandotherwastematerials.

INDUSTRY PERFORMANCE

The mineralsprocessingmachinerymanufacturingindustry is generallyconsideredto be a
mature industry. Queenslandholds a clear comparative advantagein terms of mining
minerals,upon which this industryis based. However,it is also one of Queensland’smost
capitalintensiveindustries. Consequently,theefficiency with whichthat capital is employed
is a key factordeterminingcompetitiveness.In this light, performancehasslippedover the
latterhalf ofthe 1990sasproductivity slidesdespitejob losses.
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QueenslandTrend: rising steadily.
Queenslandturnover for this industry has grown at an
annualaveragerateof 2.9% from $2,614.9 million in
1989-90to $2,758.6million in 1996-97. This compares
with an Australianaverageannualgrowth rate of 1.3%,
from around$9,829.9million to $10,310.9million over
thesameperiod. Turnovertends to fluctuatedue to the
instability of commodity prices. The Queensland
industryaccountsfor 29%of totalAustralianturnover.

QueenslandTrend: declining.
Employment in Queenslandstood at 3,468 in 1996-97
compared with 15,609 for Australia as a whole.
Employment in Queenslandhas been falling steadily
during the 1990s,achievingan averageannual growth
rate of -1.7%,comparedwith an averageannualfall in
Australianemploymentfor this industry of 2.9% over
the sameperiod. Queenslandaccountsfor nearly 22%
oftotal Australianemploymentin this industry.
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Productivity
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QueenslandTrend:falling.
Productivityhasdecreasedat an averageannualrateof
15.8% during the 1990s compared with a marginal
averageannualrise in productivityof 0.5%for Australia
over the sameperiod. Furthermore,productivity levels
for Queenslandare only around 60% of Australian
levels. The major difference between Queensland’s
performanceandtheotherStatesis efficiencyof capital
use,scaleofplant andrelativepowercosts.

QueenslandTrend: exports rising, importsfalling.
Exportgrowthhasbeenvolatile throughoutthecourseof
the 1990s. In 1997-98,Queensland’snon-ferrousmetal
exportsstoodat $1,556.7million, accountingfor 11.8%
of Australian exports. Exports have declined at an
averageannualrateof -3.1% from $1,292.1million in
1989-90to $1,556.7million in 1997-98. This compares
with an Australiangrowth rateof 4.1% over the same
period, from $9,409.3million in 1989-90to $13,213.2
million in 1997-98.Queensland’simportshavegrownat
an averageannualrateof 11.7%,from $18.6million to a
peakof $38.1 million beforerecedingto $9.1 million in
1997-98. This reflectsboth fluctuationsin international
price and slow improvements in international
competitiveness and is unlikely to change until
productivity growth accelerates. Nonetheless,imports
arevirtually insignificant in QueenslandandAustralia.

Researchand Development
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Austalian Trend: rising.
Researchanddevelopment(R&D) expenditurehasbeen
rising during the 1990s. Queensland’slevel of R&D
expenditureof $62.3 in 1997-98accountsfor 66.2% of
the Australiantotal of $94.1 million. Overthefive years
to 1997-98, total Australian R&D for minerals
processingincreasedby 32.4% per year, attributable
largelyto themassiveone-offincreasein 1995-96. The
figures for Queensland are incomplete due to
commercialconfidentiality.

RELATED INDUSTRIES AND FLOW-ON BENEFITS

Approximately 90.5% of inputs for the Queenslandminerals processing industry are
domesticallysuppliedwith theother9.5%suppliedby imports.
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DOMESTIC INDUSTRY VALUE CHAIN
Queenslandindustriessupplying

inputs to this industry
% of Total

Inputs
Queenslandindustries buying from

this industry as inputs
% of Total

Sales
Agriculture 0.1% Agriculture 0.3%
Mining 72.1% Mining 0.6%

- Non-ferrous metal ores 72.1% Manufacturing 55.5%
- Other mining 0.0% - Basic non-ferrous metal products 19.3%

Manufacturing 8.3% - Iron and steel 7.1%
- Basic non-ferrous metals 6.4% - Structural metal products 5.2%
- Petroleum and coal products 1.1% - Sheet metal products 5.0%
- Basic chemicals 0.3% - Fabricated metal products 3.9%
- Other manufacturing 0.5% - Electrical/electronic equipment 3.5%

Services 10.1% - Transport equipment & machinery 1.8%
- Property and business services 3.2% - Other machinery and equipment 1.7%
- Electricity supply 2.4% - Plastic products 1.6%
- Transport and storage 1.6% - Other manufacturing 6.4%
- Wholesale trade 1.2% Services 5.5%
- Other services 1.7% - Construction 4.0%

- Other Services 1.5%
% OF TOTAL INPUTS 90.5% % OF TOTAL INPUT SALES 61.9%

INTERNATIONAL INDUSTRY VALUE CHAIN
Interstate and foreign industries
supplying inputs to this industry

% of Total
Inputs

Interstate and foreign industries
buying from this industry asinputs

% of Total
Sales

Agriculture 0.0% Agriculture 0.2%
Mining 0.7% Mining 0.4%

- Non-ferrous metal ores 0.7% Manufacturing 34.1%
Manufacturing 6.0% - Basic non-ferrous metal products 11.9%

- Basic non-ferrous metals 3.9% - Iron and steel 4.4%
- Petroleum and coal products 1.1% - Structural metal products 3.2%
- Other manufacturing 1.0% - Sheet metal products 3.0%

Services 2.8% - Fabricated metal products 2.4%
- Water transport 2.1% - Electrical/electronic equipment 2.1%
- Other services 0.7% - Transport equipment & machinery 1.0%

- Other manufacturing 6.1%
Services 3.4%

- Construction 2.5%
- Other Services 0.9%

% OF TOTAL INPUTS 9.5% % OF TOTALINPUTSALES 38.1%
Adaptedfrom QUsO,Input-OutputTables1992-93;totalsmaynotequal100%dueto roundingerrors.

Basedon employmentmultipliers for 1992-93, the minerals processingindustry creates
around11 jobs in theQueenslandeconomyfor everyextramillion dollarsof production. This
compareswith 18 jobs createdby manufacturingas a whole from an extra $1 million of
production,19 jobs for serviceindustriesand13 jobs for mining.

KEY INDUSTRY ISSUES

• Mineralsprocessingis ahigh energyintensiveindustry, requiringaccessto largeamounts
of relatively cheapelectricity (electricity accountsfor around40% of operatingcostsin
certain electrolytic mineralsprocessingindustriessuchas light metalsmanufacturing).
Queenslandpresentlyranks around the middle level among the States in terms of
industrialelectricitytariffs.
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• Excess production in most classesof mineral commodities combined with slower
industrial productiongrowth causedby substantialover-capacityworldwide is likely to
keepmineralpricesdepressed.Internationalcompetitionin mineralsprocessingis fierce
andlikely to keepgrowthprospectsin this sectorsubduedfor the nextfive to ten years.
This createsa difficult environmentfor Queensland’smineralprocessors,who arealready
facing significantsdeclinesin earnings.

INDUSTRY OUTLOOK

Minerals prices are expectedto recoverin the long-term once Asian industrial production
slowly takesoff againafter the financial collapsein 1997/98. However, the prospectsfor
slightly slowerworld economicgrowth combinedwith the impactof over-capacityin the
mineralsprocessingindustrymaydampentherecoveryin mineralsprices.

KEY FIRMS IN QUEENSLAND

Providedhereis a list of majorfirms engagedin mineralsprocessingin Queensland.

Firm Employment Turnover Main Products
Export
Markets

Mount IsaMinesLimited 5,000 Over$100M Refinedcopper,zinc
concentrate,crude
lead.

Europe,Asia,
Japan,UK.

QueenslandNickel PtyLtd 401 Over $ lOOM Nickel metals,oxides,
andcompacts,nickel
oxidegranulesand
powder,chemical
gradecobalt.

Asia,Europe
and theUK.

ComalcoLimited 3,800 OverslOOM Calcinatedbauxite,
aluminiumsmelting
(billetsandingots),
smeltergradealumina,
papercoatingkaolin.

USA,Japan,
Europe,
Korea,South
EastAsia,
China,New
Zealand.

QueenslandAlumina 1,060 Over$ lOOM
Limited

Alumina. USA, New
Zealand.

QueenslandMetalsCorp 161 na.
Limited

Deadhurned,
electrofusedand
calcinatedmagnesia.

European
Union, USA,
NewZealand.

5ource:QJNDI5database(, D5D)
Informationprovidedon thesefirms is currentasatmid to late 1998

Preparedby: RichardHoward
SeniorEconomicAnalyst
32247576
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