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Iceland has abundant renewable energy resources. Its policy
was to make the fullest use of these resources in a sustainable
manner. Nearly all Iceland’s electricity and heating was
provided by renewable resources, mainly hydropower and
geothermal energy, of which geothermal energy was the most
significant (Iceland Adventure, 2009).
The economy of Iceland is diversified, but it is subject
to high volatility. Iceland experienced its deepest and most
rapid financial crisis recorded since World War II when the
top three commercial banks—Glitnirbanki hf., Kauptthing
Bank hf., and Landshanki hf.—failed in October 2008. The
financial system collapsed, the major banks were nationalized,
and the stock market closed. Iceland requested assistance
from the International Monetary Fund (IMF). In 2009, the
Executive Board of the IMF approved a loan package subject
to the Government following a proposed economic recovery
program that would include stabilizing the currency, establishing
trust in Iceland’s monetary system, revising fiscal policy,
and restructuring the banking system. The IMF subsequently
disbursed the first tranche of the loans. A second review of the
program was scheduled for April 2010 (U.S. Department of State,
2010, p. 5).
The collapse of the financial sector led to a major shift in
public opinion in favor of joining the European Union (EU) and
adopting the euro because of concerns of the people about losing
control of their fishing resources and reactions to measures
taken by EU partners following the financial crisis (U.S. Central
Intelligence Agency, 2009).
The aluminum and ferroalloy industries in Iceland used
substantial amounts of energy. The country’s aluminum plants
and ferroalloy plant relied on imported raw materials and
inexpensive geothermal and hydroelectric energy. Iceland
accounted for about 2% of the global production of primary
aluminum and about 1.5% of the world’s ferrosilicon production
(Bray, 2010; Corathers, 2010).
Iceland’s economy was heavily dependent on its export
sector and on its imports to meet domestic demand for mineral
commodities. Aluminum was the country’s leading export
commodity followed by ferrosilicon. Because of the country’s
geographic proximity to the EU and membership in the
European Free Trade Association, most of Iceland’s trade was
with Europe (U.S. Department of State, 2010, p. 6).
In 2009, the total value of exported goods was $349.5 million.
The total value of imported goods was $179.1 million.
U.S. exports to Iceland included fuel oil, $34.8 million; petroleum
products, $18.4 million; metallurgical-grade coal, $6.6 million;
and iron and steel products, $263,000. U.S. imports from Iceland
included gem diamond (uncut or unset), $181 million; iron and
advanced steel manufactures, $89 million; and iron and steel
products, $15 million (U.S. Census Bureau, 2009).
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Production
Production of aluminum using mainly imported materials
had risen significantly in 2008 with the startup of Alcoa’s new
smelter and increased slightly in 2009. Iceland has few proven
mineral resources and metals were not available in sufficient
quantities to make mining feasible with existing technology.
Production of industrial minerals included cement, crushed
stone, pumice, salt, sand and gravel, and scoria. Diatomite
production ceased in 2006. All production of industrial minerals
was used by local industries (table 1).
Structure of the Mineral Industry
The majority of the shares of the major mineral enterprises,
except for aluminum producers, were held by the Government.
The remaining mineral enterprises were either foreign-owned
and locally operated, or, in the case of small mineral-related
businesses, locally owned and operated (table 2).
Commodity Review
Metals
Aluminum.—Alcoa Inc.’s Fjardaál smelter at Reydarfjordur
started production in 2008. The project was Alcoa’s first new
primary aluminum smelter in 20 years and the smelter had a
production capacity of 347,000 metric tons per year (t/yr). The
Alcoa smelter at Fjaröaál exported about $600 million worth of
aluminum alloys, aluminum rod, and pure aluminum in 2009
(Alcoa Inc., 2009).
Century Aluminum Co. of Switzerland announced that it
would restart construction in 2009 at its proposed aluminum
smelter in Helguvik. Plans for the smelter were put on hold in
2008 owing to tightened credit markets, the collapse of Iceland’s
economy, and the market downturn in the aluminum industry.
Century planned to expand the smelter’s capacity to 360,000 t/yr
from its previous target of 250,000 t/yr (Metal Bulletin, 2009).
Mineral Fuels
Petroleum.—The global financial crisis dealt a blow to the
Government’s plans to offer areas for exploration and production
because all the players bidding in its debut round withdrew
their applications. Lindir hf of Iceland and Sagex Petroleum
ASA of Norway, which had submitted a joint bid, bowed out of
the process. Sagex stated that, as a small company, it could not
afford to bear the full costs and risks of exploration in a frontier
region on its own. Aker Exploration ASA withdrew earlier in
2009, saying the move was prompted by a change in exploration
strategy and its merger with Det Norske Ojeselskap ASA. Because
there were no bidders, the National Energy Authority did not issue
a license for the first licensing round (Upstreamonline, 2009).
21.1

Outlook
Iceland’s financial problems are expected to continue through
2011. Aluminum and ferroalloy production are likely to continue
to dominate the mineral resource sector. Petroleum exploration
is expected to resume offshore Iceland after the country’s
recovery from the financial crisis.
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TaBle 1
ICELAND: PRODUCTION OF MINERAL COMMODITIES1
(Metric tons unless otherwise specified)
commodity
2

aluminum, metal, primary
cement, hydraulic4
diatomite
Ferrosilicon
Pumice and related volcanic material:
Pumice
e

Scoria
Salte
Sand:e
Basaltic
calcareous, shell
Sand and gravel

cubic meters
do.
thousand cubic meters

2005
273,318
132,438
3,236
114,844

2006
328,424
141,433
-113,798

2007e
446,297
140,000
-114,000

105,454
1,000
4,600

92,663
1,000
4,500

95,000
1,000
4,500

95,000
1,000
4,500

1,300
80,000
4,300
22,992

1,200
75,000
4,200
24,955

1,200
75,000
4,200
25,000

1,000
70,000
4,000
24,000

1,000
70,000
4,000
24,000

95,000
18,000

95,000
18,000

90,000
16,000

location of main facilities
Fjaröaál at Reydarfjordur
Straumsvik
Grundartangi
akranes
Myvatnssveit (closed)
Plant at Grundartangi
Gufunes
Mount Hekla
do.
Plant at Svartsengi

annual
capacity
347
190
260
115
27
100
60
210
32
5

Silica dust5
Stone, crushed:e
Basaltic
97,000
95,000
Rhyolite
cubic meters
19,000
18,000
e
Estimated; estimated data are rounded to no more than three significant digits. rRevised. do. Ditto. -- Zero.
1
Table includes data available through april 30, 2010.
2
Ingot and rolling billet production.
3
Reported figure.
4
Sales.
5
Byproduct of ferrosilicon.

r, 3

2008
761,204
138,000
-112,000

r, 3
r

e

2009e
785,000
138,000
-81,000
95,000
1,000
4,500

TaBle 2
ICELAND: STRUCTURE OF THE MINERAL INDUSTRY IN 2009
(Thousand metric tons)

commodity
aluminum
do.
do.
cement
diatomite
Ferrosilicon
Fertilizer
Pumice
do .
Salt
do., do. ditto.
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Major operating companies
and major equity owners
alcoa Inc.
Icelandic Aluminium (ISAL)
century aluminum co.
Sementsverksmidja Rikisins (Government, 100%)
Kisilidjan hf [Diatomite Plant Ltd.] (Government, 98%)
Elkem Iceland (Elkem A/S)
Aburdarverksmidja Rikisins (Government, 100%)
Hekla Pumice co.
Pumice Products Ltd. (BM Valla Ltd., 100%)
Icelandic Salt Co. (Akzo Nobel NV, 58%)
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