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The Mineral indusTry of iceland

By Harold R. Newman

The aluminum and ferroalloy industries were important parts 
of Iceland’s economy. Both use 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 global 
production of primary aluminum and about 3.5% of ferrosilicon 
production (Bray, 2009; Corathers, 2009).

Iceland was heavily dependent on its export sector and on 
imports to meet domestic demand. Aluminum and ferrosilicon 
were the country’s leading export commodities. Because of 
the country’s geographic proximity to the European Union and 
membership in the European Free Trade Association, most of 
Iceland’s trade was with Europe. In 2008, aluminum accounted 
for the majority of Iceland’s exports of goods (U.S. Department 
of State, 2009).

Iceland has few proven mineral resources. There were no 
metals in sufficient quantities to make mining feasible with 
existing technology. All production of industrial minerals was 
used by local industries. 

The economy of Iceland is small and 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 as 
the major banks were nationalized and the stock market closed. 
Iceland became the first developed country to request assistance 
from the International Monetary Fund (IMF) in 30 years 
(Resource Investor, 2008).

By the end of 2008, the Government and the IMF had 
formulated a comprehensive program to deal with the disaster 
and were preparing the terms of a $6 billion rescue package for 
2009. The plan involved a $1 billion loan from the IMF and 
$5 billion in loans from the Japanese and Nordic central banks. 
The Government also sent a delegation to the Russian central 
bank to negotiate a €4 billion ($5.4 billion1) loan (Mason, 2008).

Production

Production of aluminum increased significantly with the 
startup of Alcoa Inc. of Canada’s new smelter at Reydarfjordur. 
Production data are in table 1.

Structure of the Mineral Industry

The majority of shares in the major mineral enterprises, 
except aluminum, 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).

1Where necessary, values have been converted from european Union euros 
(€) to U.S. dollars (US$) at a rate of €0.73=US$1.00.

Commodity Review

Metals

Aluminum.—Alcoa’s new Fjardaál smelter at Reydarfjordur 
opened in mid-2007 and started production in 2008. The project 
was Alcoa’s first new primary aluminum smelter in 20 years. At 
startup, the smelter had a capacity of 347,000 metric tons per 
year (t/yr) (Alcoa Inc., 2008a).

Alcoa was working with the Government and local authorities 
on another smelter powered by geothermal resources. Alcoa 
and the Government signed a research agreement for the 
development of the geothermal-energy-powered Bakki 
aluminum smelter in northern Iceland to be constructed near 
Husavik. Construction of the proposed 250,000-t/yr smelter 
could possibly start in 2012. This smelter would be the world’s 
first such operation (Saving Iceland, 2008).

Iron and Steel.—Elkem Iceland (formerly Icelandic Alloys 
Inc.) announced that its new magnesium ferrosilicon plant 
would produce nodularisers for the iron foundry industry and 
would be operating by yearend 2008. The core product at Elkem 
Iceland was ferrosilicon at a grade of 75%, which was divided 
into several sizes. Ferrosilicon is one of the elementary materials 
for the refining of steel (Elkem Iceland, 2008).

Mineral Fuels and Other Sources of Energy

At the Iceland Exploration Conference 2008, the Ministry of 
Industry, Energy and Tourism announced that the unexplored 
areas offshore Iceland may hold significant reserves of gas 
and oil. The Government had high expectations of finding 
oil in the Dreki (Dragon) area based on previous seismic 
data. Hydrocarbon accumulations offshore are owned by the 
Government, and a license from the National Energy Authority 
is required for prospecting, exploration, and production of 
hydrocarbons. In 2008, two prospecting licenses were awarded 
in Icelandic waters (Ball, 2008).

The National Energy Authority of Iceland revealed details 
of the financial and taxation regime to be put in place ahead of 
the Government’s licensing round for hydrocarbon exploitation 
and development in January 2009. Companies would be 
charged a 15% corporate income tax. The tax would start 
at 20% when production gains were within a band of 20% 
to 25%; the tax rate ceiling is 40%, which is reached once 
production gains reach 30%. The Authority also announced 
that the Government planned to make a number of revisions to 
the Hydrocarbons Law and would include a model license and 
tender specifications (Upstreamonline.com, 2008).

Geothermal and Hydroelectric Energy.—Iceland’s 
geothermal fields provide more than 20% of the country’s 
needs for electricity and heating. These underground fields 
provide Iceland with an almost limitless supply of natural hot 
water. There is no national power grid in Iceland; the energy 
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is harnessed by drilling the ground near about 600 hot-spring 
areas and using the steam that is released to turn turbines and 
pump up water that is piped to nearby settlements. Geothermal 
water is used to heat about 90% of homes and keeps pavements 
and parking lots free of snow in the winter. The Government 
believes that exploiting geothermal energy for space heating 
alone saves Iceland $100 million per year in imported fossil 
fuels. The Government estimated that use of geothermal energy 
reduces CO2 emissions in the country by about 40% (Aldred, 
2008).

Iceland’s numerous hydroelectric power generation plants 
included the Karahnjukar, which was the largest plant and had 
a capacity of 690 megawatts (MW); the Burfell, which had 
a 270-MW operating capacity; the Hrauneyjarfoss, which had a 
210-MW operating capacity; the Blanda, which had a 150-MW 
operating capacity; and the Sigalda, which had a 150-MW 
operating capacity. Iceland continued to explore the possibility 
of exporting hydroelectric energy by way of submarine cable to 
mainland Europe (Mannvit Engineering of Iceland, 2008).

Petroleum.—The National Energy Authority announced 
plans to offer exclusive licenses for petroleum exploration in the 
Dreki area of the Atlantic Ocean between Iceland and the island 
of Jan Mayen. The release date was to be in January 2009. 
With water depths ranging from 1,000 meters (m) to 2,000 m, 
the area up for bids covers more than 42,700 square kilometers 
(km2). Each block will measure about 390 km2. Applications for 
licenses can be made for one block up to a total of five blocks 
that cover an area no larger than 1,950 km2. Also, two major 
two-dimensional (2-D) seismic surveys were put up for sale 
(Friend, 2008).

Outlook

The financial problems of the country are expected to 
continue through 2011. Aluminum and ferroalloy production 
will likely continue to dominate the mineral resource sector. 
Petroleum exploration is expected to continue offshore Iceland.
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TABLE 1
ICELAND: PRODUCTION OF MINERAL COMMODITIES1

(Metric tons unless otherwise specified)

Commodity 2004 2005 2006 2007e 2008e

Aluminum, , p y metal rimar 2 284,700 273,318 328,424 398,500 3 787,000
Cement, y h draulic4 100,287 132,438 141,433 140,000 140,000
Diatomite 19,332 3,236 -- -- --
Ferrosilicon 119,389 114,844 113,798 114,000 112,000
Pumice and related volcanic material:

Pumice 36,045 105,454 92,663 95,000 95,000
Scoriae 1,000 1,000 1,000 1,000 1,000

Salte 4,600 4,600 4,500 4,500 4,500
Sand:e

Basaltic cubic meters 1,300 1,300 1,200 1,200 1,000
Calcareous, shell do. 80,000 80,000 75,000 75,000 70,000
Sand and gravel thousand cubic meters 4,200 4,300 4,200 4,200 4,000
Silica dust5 22,533 22,992 24,955 25,000 25,000

Stone, crushed:e

Basalt 96,000 97,000 95,000 95,000 95,000
Rhyolite cubic meters 19,000 19,000 18,000 18,000 18,000

eEstimated; estimated data are rounded to no more than three significant digits.  Do. Ditto.  -- Zero.
1Table includes data available through April 30, 2010.
2Ingot and rolling billet production.
3Reported figure.
4Sales.
5Byproduct of ferrosilicon.

TABLE 2
ICELAND: STRUCTURE OF THE MINERAL INDUSTRY IN 2008

(Thousand metric tons)

Major operating companies Annual
Commodity  and major equity owners Location of main facilities  capacity

Aluminum Alcoa Inc. Fjaröaál at Reydarfjordur 347
Do. Icelandic Aluminium [ISAL] Straumsvik 162
Do. Century Aluminum Co. Grundartangi 260

Cement Sementsverksmidja Rikisins (Government, 100%) Akranes 115
Diatomite Kisilidjan hf [Diatomite Plant Ltd.] (Government, 98%) Myvatnssveit 27
Ferrosilicon Elkem Iceland (Elkem A/S) Plant at Grundartangi 100
Fertilizer Aburdarverksmidja Rikisins (Government, 100%) Gufunes 60
Pumice Hekla Pumice Co. Mount Hekla 210

Do. Pumice Products Ltd. (BM Valla Ltd., 100%) do. 32
Salt Icelandic Salt Co. (Akzo NV of Netherlands, 58%) Plant at Svartsengi 5




