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New Directions for CRA  

Leon Davis, Managing Director & Chief Executive, CRA Limited 

I would like to thank the Securities Institute for inviting me to 
talk to you today. This is my first meeting with a room full of 
financial experts. A comment about analysts I heard recently 
helped me to put you in perspective. It was along the lines of -
"to err is human, but to be paid for it is divine."  

As you would be aware I have been Chief Executive of CRA
since June last year. Since that time I have thought quite a lot
about where we should go and what we should do.  

What I have to say to you today reflects some of that thinking. 
More precisely it also reflects the deliberations of a large 
number of people in our Group.  

The first point I want to make is that we at CRA are increasing 
our focus on growth. We are keen to move. We are thinking 
about the obstacles we will need to overcome and the nature of 
the opportunities we face.  

 
The second point is that we are thinking about growth with a 
new set of criteria. We will stick to our knitting but, while 
maintaining our high standards, we are prepared to revise 
habits or conventions or rules which may have inhibited us.  

The third point is that we have installed the machinery to 
identify growth opportunities. By this I mean, we have made 
the organisational moves necessary to increase the range and 
quality of opportunities that come before us.  

Now I'd like to expand. Growth just does not happen overnight, 
or when I, as a CEO, decree it should happen. A Group like 
ours will grow when we focus our intellectual energies upon 
the task and modify our culture such that growth is an integral 
part of us.  

This is what we have done. We have taken about one hundred 
of our best and brightest people and formed them into growth 
task forces. Some of these task forces are formed around 
commodities. They are due to report back in a few months. We 
have given them broad briefs to look for opportunities.  

Other task forces are focused on regions or markets. They will 
have longer lives. This is because we must understand the 
complexities and opportunities within the target regions and at 
the required depth.  

I don't have to tell you what such a concentrated focus implies. 
Our task force members all have other duties, but we are 
looking for a step change in the number of opportunities we are 
considering.  

Secondly, we want our task forces to cast a wider net because 
there is a perception that CRA is only interested in very large, 
world-class mineral deposits that it discovers, owns and 
manages. In pursuit of growth, too rigid a prescription can be a 
handicap. So it is important in the interests of growth that we 
are not burdened by self-imposed limitation.  

Of course, we do feel our strengths lie in large operations, but 
this doesn't mean we will rule out investing in medium sized 
businesses providing they are productive and profitable.  

Dampier Salt is an example of such a business. It is not a big 
business by CRA standards although, as a joint venture, it has 
all the aspects and skills that a large operation needs. Dampier 
regularly returns a profit of between $12 million and $20 
million to its owners. I would be more than happy to have a 
dozen such profitable businesses in our Group.  

Of course, we like to find our own deposits - but we recognise 
that there are other gifted explorers and that small companies 
will find big deposits. That being the case, we are more than 
willing to talk to small explorers.  

Finally, we recognise also that. along with improving existing 
businesses, growth can also come from acquisitions although 
we find that this is usually 'an expensive way to grow. The 
exception is when you buy into a business certain that you can 
make it more productive and profitable - and there have been 
examples where CRA has done this.  

This is what I mean by revising our thinking. After all, there is 
no point forming task forces with terms of reference that inhibit 
their initiative. So we have told our task forces that size, 
operational control, and even past history will not necessarily 
deter us.  

We will pursue growth through six channels: 

by being quick and skilled at identifying more 
opportunities  
by mounting a stronger exploration effort  
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by faster development of new prospects  
by developing greater diversity in our commodity portfolio  
by a stronger focus on Asia, and  
by building on our solid financial and managerial results.  

Let's look at each of these in turn.  

• I have already said that our taskforces are an important 
fresh initiative in our hunt to identify more opportunities. 
So I will turn now to:  

• Exploration - We already have one of the biggest and most 
experienced international exploration teams. Operations 
such as Hamersley, Comalco, Argyle, Kelian and Kaltim 
Prima are testimony to its effectiveness. However, we are 
going to put more energy and intellectual resources into 
exploration with the aim of increasing our strike rate.  

• Increasingly, we will also work with others. As we see it, 
adopting an exploration farm-in strategy makes sense. It 
enables us to focus our effort on what we are very good at, 
which is following up prospective ground. Some ground 
may have been well worked, be already claimed but not 
properly assessed. I don't have to remind you that we 
found Century in the middle of an old field. Obviously we 
will be looking at partners who hold ground but do not 
have the capacity to assess it.  

• Development - having found new deposits our aim is to 
test them, prove them and then build a mine more rapidly 
and economically than is now considered possible.  

How are we going to reduce the five to ten years it 
typically takes to develop a major primary resource? Partly 
by making greater efforts to delineate the resource, partly 
by doing a number of technological studies concurrently 
and, most importantly, by instilling a sense of urgency 
throughout the organisation.  

In addition, we will work to develop the most cooperative 
relations we can with government and with interested 
communities. Building the Marandoo iron ore mine 
revealed improvements that can be made to construction 
times and costs when we apply fresh thinking to a project 
But the long, drawn out struggle to get the official 
approvals necessary for Marandoo emphasised the need for 
an equally innovative approach to the non-engineering 
aspects of the project.  

• Diversity - it is no secret that CRA's diversity has 
cushioned the impact of the recent global recession. 
Maintaining and extending that diversity in terms of 
commodities and markets is part of our growth plan. 
However, while diversity is important, it is more important 
that we build and own mines in the lowest cost quartile -
regardless of the commodity.  

You are aware that we are looking to re-establish our 
former strong position in base metals through Century 
Zinc Limited in north west Queensland. This should  
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be in production by the end of 1997 or early 1998 and 
could become one of the world's major zinc producers.  

You are also aware that, along with Outokumpu, CRA is 
carrying out a pre-feasibility study of the Honeymoon Well 
nickel deposit in Western Australia.  

We have in PNG and Asia a number of gold and copper 
prospects, in addition to the valuable latent asset at 
Panguna. In Australia there are the massive industrial 
mineral reserves in western Victoria and the very valuable 
Kintyre uranium reserve in Western Australia.  

• Geographical focus - I believe that, if you want to grow, 
you go to where the conditions encourage growth, and the 
prime condition is geological prospectivity. We are an 
international company with exploration interests and 
businesses around the world. We will remain international 
in our outlook, but we would be foolish not to recognise 
the growth potential on our own doorstep.  

The Asia Pacific region is one where we feel comfortable. 
It is an exciting place in terms of its economic growth and 
geological prospectivity. While we don't rule out any 
continent, a larger part of our exploration budget will be 
spent in the vast arc that stretches from Pakistan to the 
Russian Far East.  

This area includes over half the world's population and 
includes nations which have become text book examples 
for economic and social development. It also includes 
communities grappling with the novel concept of a free 
market. In this region the flame of sustainable economic 
growth is burning fiercely and the demand for minerals 
and energy is forecast to grow strongly.  

While I am on the subject of CRA's future sphere of 
operations I would like to take this opportunity to nail one 
of the financial market's perennial myths.  

I have often been asked whether the world is divided 
between RTZ and CRA. The answer of course is no and 
nor can it be. However we in CRA concentrate our efforts 
in the Asian region and RTZ elsewhere. Occasionally we 
cross paths, as happened a couple of weeks ago in 
Indonesia. There has been much speculation by analysts 
and others why it was RTZ that did the Freeport deal and 
not CRA. Perhaps I can clarify matters a little.  

Firstly, Freeport approached RTZ, and, throughout the 
negotiation, as far as I am aware, RTZ remained the only 
company approached by Freeport.  

Secondly, the IRS in the USA had to give a ruling on the 
proposed restructuring of the Freeport parent company. 
They stipulated that the counterparty to any sale had to be a 
domestic US company. This domestic company needed to 
be a company of some substance. That is, not just a shell 
company set up to do the deal. It had to be able to finance 
the transaction free of any support from the parent - if the 
parent was foreign. This of course was a severe limitation 
for any foreign mining company. CRA could not have met 
this  
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condition and in our estimate only two foreign companies 
could have. RTZ, through its subsidiaries in the US, was 
one of them.  

• Building on a solid foundation. I want to talk very briefly 
about our recent result and what it says about the inherent 
strength of the CRA Group and hence its capacity to grow.  

Our annual profit result for 1994 was $579.2 million, the 
second highest in the last five years. It was down from the 
last year's profit, but was better than the market 
anticipated.  

In CRA we thought that it was a good result when 
compared with results in previous years. It was influenced 
by lower coal and iron ore contract prices and the higher 
1994 US$ exchange rate. As most of CRA's sales are 
denominated in US$, the latter is an important factor. 
However, we are not satisfied with the rate of return on our 
investment and we continue to work on this through our 
continuous improvement programme  

It's interesting to note the way in which our diverse 
commodities contribute to the yearly result. Some years 
ago aluminium was the star. Higher CIS exports and 
expanding stockpiles eroded aluminium prices which have 
been in the doldrums for some years, although they began 
to rebound last year. Aluminium boosted our profit by 
$107 million in 1994 and in January this year aluminium 
prices reached their highest levels since 1990. Although 
the price then fell back somewhat, it is not unreasonable to 
expect a better return from CRA's aluminium assets in 
1995.  

While aluminium was languishing, iron ore flourished to the 
point that Hamersley Iron's efforts have been underpinning 
the Group's profits for some years. TIlls year was no 
exception, although the strong dollar and lower contract 
prices meant that record production and shipments could not 
be converted into a record profit. While iron ore has 
compensated for the cyclical downturn in the contribution of 
CRA's aluminium assets, we have been strategically 
building up our coal business to the point where it is a third 
core business. However, this year's coal profit was affected 
by the strong dollar and lower coal contract prices.  

Our recent result gives a clue to our corporate vitality and 
promises well for this year. Higher iron ore prices are agreed 
and will take effect from March. Coal prices in Europe are 
higher and auger well for improved coal prices elsewhere. 
Aluminium prices have improved from an average of 68.3¢/lb 
in 1994 to around 80¢/lb at the present time. Thus our three 
major earners in CRA have improved prospects for this year.  

However, a strong balance sheet is the best indication of 
corporate endurance and ability to sustain growth, particularly 
in a cyclical business such as ours. The market knows that 
CRA is very conservatively geared and has a strong cash flow. 
The latter, incidentally, at $829 million is substantial but it is 
down from the 1993 figure. Again, this is largely due to 
reduced revenue from lower contract prices and the effect of 
the higher exchange rate.  

CRA intends to build on this strong base. We have a Group 
with a strong balance sheet, wide experience across nearly all 
aspects of mining and a core of world class mineral deposits 
which typically have long life spans.  

Paradoxically, in mining, the more efficient and productive you 
are, the more rapidly you deplete your chief asset. Growth is 
therefore necessary to allow a company just to stay in business. 

In the mining industry, any company worth its salt is on the 
growth escalator. Getting ahead of your competitors requires 
you to run vigorously uphill. If you amble or stand in place 
you, in effect, drop behind.  

So, if we want to add to our shareholders' wealth, provide 
satisfying careers for our employees and meet our 
environmental and corporate responsibilities, we have to seize 
every opportunity we can.  

In CRA we have already started to prepare the ground for 
growth by concentrating more closely on the Group's core 
strengths. As is well known,: our aim is to put more of our 
resources into our upstream operations and to divest 
downstream operations that are typically small and peripheral 
to our main interests. The proceeds from those sales will help 
to fund new business like Century Zinc, intensified exploration 
effort and an on-going commitment  
 to R&D. 

Prior to taking up my present position I spent three years 
working out of London as RTZ's Mining Director. That 
secondment was an extraordinary opportunity. I was 
responsible for mining and smelting in twelve countries from 
Norway to Bolivia to PNG. It gave me a chance to study and 
compare mines and mining regimes in Europe, the Americas 
and Asia. It is an experience afforded to few chief executives 
and it is one that had convinced me that CRA is well 
positioned, in a number of ways, to enter a period of strong 
sustainable growth.  

Could I say that I don't think there is another country that 
currently provides better opportunities than our own for 
embarking on such a growth programme. There has been a 
positive change in Australia's attitude towards becoming 
internationally competitive which has been reflected in our 
laws and institutions. This can be summed up in a quote from 
the nineteenth century political philosopher Alexis de 
Tocqueville when commenting on the newly emerging USA 
but which would equally be applied to Australia:  

"Do you want to test whether a people is given to industry 
and commerce?" he asked. "Do not sound its ports, or 
examine the wood from its forests or the produce of its soil. 
The spirit of trade will get all these things and, without it, 
they are useless. Examine whether this people's laws give 
men the courage to seek prosperity, freedom to follow it 
up, the sense and habits to find it, and the assurance of 
reaping the benefit"  

I am still surprised at the speed with which both political and 
social attitudes have changed in Australia.." These changes 
were in evidence before I left Australia. But, after a three year 
absence from the country, I was struck afresh  
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by the openness of Australia society to the world at large and 
to the Asia-Pacific region in particular.  

It has always puzzled me that for most of our history we have
been inward looking economically yet outward looking
politically. I guess it may be because of what Paul Kelly said in
his book "The End of Certainty'. He said, "Australia was
founded on: faith in government authority, belief in
egalitarianism, centralised wage fixing; protection of its
industry and jobs, dependence on a great power for its security
and finance and above all, hostility to its geographical location. 

As Kelly said, this framework is undergoing irresistible
demolition. Australians have now become far more 
internationally and regionally minded than would have once
been thought possible and protection is being swept away. All
this is a welcome change from the point of view of a company
wishing to do business in the region.  

I should spell out to you what this means from CRA's point of
view. For decades CRA and resource-based companies like us
have been, in effect, at odds with the prevailing ethos of our
nation. Now, however, we are feeling that the times are
moving with us at last.  

Another striking difference is that governments of all 
persuasions now see the need for an internationally 
competitive export and import competing sector. There is a 
political consensus about the effect that domestic policies have 
on our international performance. And there  

. is a corresponding appreciation that you cannot quarantine 
areas of economic activity from global influences without 
paying a prohibitive price. Whatever any country may do in 
one location today, the world passes judgement on it 
tomorrow.  

I have also noticed that people now accept that it is not the
government's job to protect the community from the
consequences of its resistance to change. Instead most people
accept the view that the role of government is to act as a
personal trainer to the Australian economy. The "aim is not to 
buffer Australian companies from the "slings and arrows" of
the international economy through tariffs or subsidies, but
rather to promote a stimulating economic environment that will
enable Australian business to adapt quickly and less painfully
to the demands of being internationally competitive.  

In particular, I am struck by the way in which the present
government has encouraged debate about Australia's regional
role. There is no doubt that our Prime Minister has a clear
vision of how Australia should position itself in Asia. As
someone· who does business in Asia, and intends to do a lot
more business there, I can only applaud the priority Mr.
Keating gives to this most important issue.  

The recent decision not to inflict a carbon tax on Australian 
industry was a good example of a Government acting in 
Australia's best long-term interests and refusing to succumb to 
a politically expeditious quick-fix. The Government accepted 
industry arguments that businesses could achieve more cost-
effective emission reduction measures through co-operation 
and a range of self-imposed measures.  
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As someone keenly interested in getting access to Australia's 
mineral and energy resources, I am glad to see that the vexed 
question of whether or not native title can still exist has been 
settled in principle. Translating principle into law is another 
matter and a vitally important one for states such as Western 
Australia, whose economy depends upon a clearly defined and 
efficient system of mineral rights.  

Let me say this bluntly. CRA is satisfied with the central tenet 
of the Native Title Act. In CRA we believe that there are major 
opportunities for growth in outback Australia which will only 
be realised with the full cooperation of all interested parties. 
This Government initiative has laid the basis for better 
exploration access and thus increased the probability that the 
next decade will see a series of CRA operations developed in 
active partnership with Aboriginal people.  

As you are probably aware, there has bee~ a trend in our Group 
for employees to shift to staff employment to the point where 
today about 9,000 of the 13,500 people working for CRA in 
Australia enjoy the responsibilities and privileges of staff 
conditions.  

We have long felt that the demands of competition and growth 
require the CRA Group to harness all the energy, commitment 
and loyalty of its people. Further, the changes in Australia and 
the world have made this identification of interest necessary. It 
is best achieved when businesses can increase work satisfaction 
and improve effectiveness through CRA's team-based 
management systems.  

Last year this view brought us into conflict with elements of 
the union movement. That was not our intention or our desire. 
In fact we make no bones about accepting the role of unions 
and the Australian Industrial Relations Commission in 
Australian society.  

We do not think it should be our business whether an employee 
belongs to a union or not. By their very presence unions 
provide an external benchmark that measures whether or not 
we are meeting our own managerial standards. The standards I 
refer to here of course are the standards of leadership.  

The Australian labour movement has been a world leader in 
getting decent conditions for its members. Many of the goals 
for which it once fought so valiantly have been achieved. In 
addition there are now a great range of international and 
domestic bodies charged with seeing that the average man and 
woman is treated fairly and with dignity.  

But the number of workers with specialist skills that are 
constantly being renewed and upgraded is growing. Such 
people want to feel that what they do at work makes a 
difference - and they want the value of that difference to be 
recognised.  

The advent of such people and the need to attract and keep 
them has meant that firms have had to change their 
organisational structures and management practices. This has 
been, and remains, a big challenge for companies  
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because at least the old way of doing things autocratically was 
well understood.  

In CRA we feel that management, in the human resources 
dimension, is all about leadership. And we acknowledge that 
leadership, in the context of our business, is defined more by 
the respect we earn from our people and less from the position 
we occupy.  

It is not my intention to position CRA in the front of any 
industrial relations debate or trend in Australia. Rather, we are 
responding to the needs of our increasingly confident and 
sophisticated workforce. When I look at what has been 
achieved through such people at Hamersley Iron, Weipa, Tiwai 
Point and other operations in a relatively short period of time I 
am encouraged. I know what we have witnessed is but the start 
of a series of ongoing breakthroughs that, if handled properly, 
could transform this Group over the next ten years.  

My predecessors have put the financial and corporate 
foundation in place; the signposts have been identified, and 
Government has cleared many obstacles from our path. It is 
now up to me and my team to do the rest.  

So let's be more positive - in other words, no more Hanrahans! 
I go back to what I said before about having seen the mining 
industry operating all around the world and being convinced 
that Australia has to be one of the best places for a company 
like ours. We have the environment and by unleashing the 
talents of the quite remarkable people we have in our 
organisations we will succeed.  










































































