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The Australian Steel Industry

Steel industry size

The Australian steel industry includes two major steel manufacturers, Bluescope Steel and Arrium; a
number of smaller-scale operators; a network of over 160 steel distribution and warehouse premises;
iron and steel product importers; as well as large downstream supply chains of structural steel
fabricators. The larger industry players generally operate as integrated steelmakers, manufacturers
and distributors of steel fabricated products. The industry also plays a major role in recycling steel.

In 2013-14, the Australian steel industry (iron smelting and steel manufacturing) directly employed
about 18,500 people, paid annual wages of $1.5 billion and had an annual sales and service income of
about $11.1 billion. The entire steel industry, from all iron and steel manufacturing through to
downstream steel fabrication, forging and casting employed over 100,000 people and generated
about $36 billion in sales and service income in 2013-14. In 2013-14, the steel industry and its wider
supply chain were worth the equivalent of 10.4% of all Australian manufacturing value added output.

In 2015, Australia produced 4.9 million tonnes of steel, a rise of 6.9% on the previous year and the first
increase since 2010. Even after this increase however, production volumes in 2015 were down by one-
third (32.5%) from 2010 (World Steel Association).

Australia’s share of global production has fallen since the late 1990’s. Australia’s crude steel production
accounted for 0.3% of global production in 2015, down from a peak of 1.2% in 1994.

Chart 1: Australian crude steel production (left axis)
and share of global production (right axis), 1980 to 2015

Key numbers: Australian steel industry size, 2013-14

$11.1bn
ANNUAL SALES INCOME

18,500
EMPLOYEES
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Chart 2: Fabricated steel imports, 2001 to 2015

Key numbers: Australian iron and steel trade, 2014-15

$692m
VALUE OF EXPORTS, FOB

$1,731m
VALUE OF IMPORTS OF INGOT STEEL

Source: Department of Industry, Innovation and Science, Resources & Energy Quarterly,
Dec qtr 2015

Steel industry trade
The value of iron and steel exports declined at an average annual rate of 14.3% p.a. between 2011-12
and 2014-15.

Competition from imports is a major pressure point for Australian steel makers and fabricators. In the
major structural steel segment, imports are estimated to have grown fourfold in the past five years,
accounting for 22.2% of the domestic market by 2014-15 (IBISWorld). In the fabricated metals product
sector, imports rose from 52.4% of domestic sales in 2010-11 to around 56.8% in 2014-15. IBISWorld
expects imports to account for 59.5% of domestic sales by 2020-21 (IBISWorld). The quantity and value
of light fabricated steel imports from 2001 to 2015 by major product category is shown in chart 2.

Steel industry revenue

Industry revenue in the upstream iron smelting and steel manufacturing industry declined at an average
annual rate of 3.8% over the four years to 2013-14 to be valued at $11.2 billion according to the latest
IBISWorld data. The financial year 2012-13 saw a substantial drop in revenue due to large falls in
demand for steel inputs from key domestic markets.

Steel industry employment

In line with declining output and revenue, steel industry employment has shrunk in recent years. Total
employment across the whole supply chain fell by 8.3% in the three years to 2013-14 to 101,068 people.

Steel industry outlook

The Australian steel industry faces a challenging domestic and global market, with subdued demand,
excess steelmaking capacity, low profitability and falling global steel prices. Steel consumption in
Australia was down by 7% p.a. in September 2015 and was 44% below levels of a decade ago. Reflecting
the continuing falls in domestic steel consumption, Australia's steel production is forecast to fall by a
further 6.2% in 2016 (Office of the Chief Economist and World Steel Association).

World steel consumption declined by approximately 1.7% in 2015 to 1, 634 million tonnes, largely due to
weaker construction activity in China. Increased demand for steel in the United States, India, and other
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Chart 3: World Crude Steel Demand Forecast

emerging economies was insufficient to offset falling consumption in China and Japan. In 2016, world steel
consumption is forecast by the World Trade Association to increase only modestly by 0.7%, led by growth in the
United States, the European Union and India. A slow recovery in world steel consumption is expected from 2016 as
the world economy (excl. China) improves.

Table 1: Key steel industry numbers, 2013-2014

Industry value added Employment

Industry sector (ANZSIC groups) $mn p.a. % of manufac. ‘000 % of manufac.

Iron Smelting and Steel Manufacturing 2,159 2.2 18,569 2.1

Iron and Steel Casting 600 0.6 5,753 0.6

Steel Pipe and Tube Manufacturing 236 0.2 2,220 0.3

Iron and steel manufacturing 2,995 3.0 26,542 3.0

Iron and Steel Forging 166 0.2 1,534 0.2

Structural Steel Fabricating 2,185 2.2 21,835 2.5

Metal roof and guttering – excl. aluminium 287 0.3 2,723 0.3

Other structural metal prod. manufacturing 807 0.8 8,894 1.0

Boiler, tank and heavy gauge containers 433 0.4 5,255 0.6

Sheet metal product manufacturing 820 0.8 9,280 1.0

Spring and Wire Product Manufacturing 363 0.4 3,609 0.4

Nuts, bolts, screws 176 0.2 1,522 0.2

Other fabricated metal prod. manufacturing 1,936 2.0 19,874 2.3

Metal products manufacturing & fabrication 7,173 7.4 74,526 8.5

Total steel industry supply chain 10,168 10.4 101,068 11.5

Total manufacturing 97,547 100.0 879,073 100.0
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Further Information

On 26 November 2015, the Senate referred an inquiry into the
future of Australia's steel industry to the Senate Economics
References Committee for inquiry and report by the last sitting
day in June 2016 (30 June 2016).

Data Sources
Australian Bureau of Statistics, 8155.0, Australian Industry,
2013-14, June 2015
Office of the Chief Economist, Resources and Energy Quarterly,
December 2015
IBISWorld, Industry Reports
World Steel Association
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Steel industry policy

In our submission to the Senate Inquiry into the Sustainability of the Australian Steel Industry (February 2016),
Ai Group recommended:

 a steel industry supply chain development program established by Government and industry;

 a task force comprising representatives from steel industry businesses and industry associations to: identify
new market opportunities; enhance collaboration; build an industry supply chain database and build
industry innovation capabilities;

 re-establish a dedicated Steel Supplier Advocate for Australian steel and fabrication businesses;

 improve local industry participation in government contracts and in major projects through a commitment
to the procurement principles of value for money, clarity, transparency, full and fair access for local
suppliers and a value model that considers ‘whole-of-life’ costs in assessing bids and tender proposals;

 utilise the Industry Capability Network’s to help build local industry capabilities and sourcing opportunities;

 continuing disclosure and greater transparency of the extent of local participation in major projects;

 in Australian Industry Participation Plans, a lower threshold than $500 million should apply, supported by
effective monitoring and compliance, so as to ensure a greater number of projects are subject to AIP’s;

 instigate a range of measures (as detailed in the submission) to ensure that the Australian standards and
conformance framework operates effectively.

 further refinements to anti-dumping arrangements, to be developed with input from all stakeholders.

Australian Industry Group’s submission to the Senate Inquiry can be downloaded from our website here:

Submission: Future of Australia's Steel Industry


