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Boom and beyond
• Driven by supply and demand fundamentals

• Metals and minerals prices eventually expected to 
return to long-term trend

• The best time to prepare is now 

• World-class supply chain management is part of 
preparation for success beyond the boom
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China fuelling demand for minerals and energy
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Chinese demand forecast to continue

Forecast Chinese Iron Ore Imports
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Rio Tinto Iron Ore’s expansions
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Rio Tinto cumulative iron ore investment since 
2000* - US$ 3 billion plus
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Expansions in port and rail

New rail infrastructureFirst ore loading at expanded 
Dampier port
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Challenges of the boom include:

• Shortages of skilled labour

• Shortages and long-lead times for 

mining and rail equipment

• Demand exceeding supply for tyres, 

explosives and other key inputs

• Rising capital and operating costs



Presentation to CIPSA    22 March 2006

Mitigating the challenges

• Collaborative, long-lasting relationships with suppliers

• Innovation

• Development and application of world-class supply 
chain management technology
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Dedicated global focus on procurement

• Rio Tinto Procurement 
established 1996

• Secures long-term contracts for 
key inputs

• Remit expanded to be full-service 
supply chain provider

• Source, buy and deliver

• Global hub and spoke approach
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Global procurement - centres of excellence
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Free Trade Agreements

• Successful experiences 
elsewhere in the world

• Real opportunity to embed 
favourable trade relations with 
China

• For Australia - economic and 
commercial benefits outweigh 
costs

• Helps China take an important 
step in accessing world markets
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Rio Tinto Iron Ore’s relationship with China

• First contact in late 1960s

• Iron ore shipments start in 1973

• Channar JV - 1987

• Eastern Range JV - 2002

• Chinese partner in HIsmelt 
project in Kwinana

• RTIO largest supplier of 
seaborne iron ore to China

The opening of the Channar Mine was attended by 
senior delegates of the Chinese and Australian 
governments
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Building relationships with China

400th million tonne
celebrations Beijing

Chairman Bangguo Wu examines 
Pilbara iron ore samples
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Two way relationship - China as supplier
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Anti-dumping rules in Australia

• Australian legislation counts costs but ignores 
benefits

• Reduces input choices and increases costs for 
Australian producers

• Reduces export competitiveness

• Australia should adopt a ‘national interest’ test 
on anti-dumping
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Beyond the boom - opportunities

• Procurement essential to post-boom success

• Supplier relationships increasingly sophisticated and 
collaborative - no longer take and pay

• Innovation a key requirement in all relationships

• Focus on procurement helping capital management


