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Experts say vagueness, funding problems and potential legal problems throw doubt on new strategy, writes Simon Mundy 

Scepticism over mining minister's big 'turning point' 
THE new stakeholders' 

strategy for the mining 
industry is "a major turn
ing point" for the sector, 

according to Mineral Resources 
Minister Susan Shabangu — but 
industry experts canvassed yes
terday were less certain of the 
effect it would have. 

Much of the scepticism 
derives from Ms Shabangu's 
department's limited progress to 
date in achieving the targets laid 
out in the mining charter. 

According to that document, 
signed in 2002 by the govern
ment, the Chamber of Mines and 

other stakeholders, 15% of the 
industry would be in the hands of 
historically disadvantaged indi
viduals by last year. 

That target was apparently 
missed by some distance — Ms 
Shabangu said yesterday that the 
figure stood below 9%. and the 
racial pattern of mining owner
ship had not changed fundamen
tally since the end of apartheid. 

So it will require a major gear 
shift to reach the target -
enshrined in the mining charter 
and reiterated yesterday — of 
achieving 26% black ownership 
by 2014. 

Wessel Badenhorst, a mining 
law expert at Werksmans Attor
neys, says funding constraints 
alone could scupper the chances 
of reaching that figure. A num
ber of empowerment deals were 
scrapped last year thanks to 
scarce capital in the wake of the 
economic downturn. 

'The department has never 
said the mining industry should 
shift 26% of its ownership for 
free," he says. "Supposing you 
value a small mine at R500m, 
someone has to come up with a 
quarter of that for an empow
erment deal to go through." 

The problem is especially 
stark for the most valuable min
ing operations, he says. Smaller, 
greenfield operations now usu
ally ensure their empowerment 
credentials are in order before 
applying for mineral rights. 

The new strategy vows to 
bring "meaningful economic 
participation" for empowerment 
partners, making sure they can 
vote at annual general meetings, 
for example, and ensuring cash 
flow accrues to them throughout 
the term of their investment. 

It is a tacit recognition of the 
fact that many empowerment 

shareholders are owners only in 
name, with little involvement in 
the running of the business, and 
sometimes seeing little financial 
reward from the investment due 
to the need to repay the debt that 
funded it. 

But the vagueness of that 
commitment means it is "not 
worth the paper it's written on", 
says Duma Gqubule, a director of 
KIO Advisory Services. "Nothing 
is defined." 

He says the ownership targets 
are of little use if they are not 
accompanied by a target for the 
net value of mining stocks owned 

by empowerment partners. 
Ms Shabangu was at pains to 

emphasise her tough approach: 
the department would not be a 
"Mickey Mouse" outfit on her 
watch, and she intended to table 
urgent amendments to the sec
tor's regulatory framework, 
whose punitive measures were 
"mundanely benevolent". 

She declared the end of the 
principle of "once empowered, 
always empowered". If a mining 
company's empowerment share
holder sold its stake to a 
nonempowered party, she said, 
the company would have to line 

up a new empowerment deal. 
This statement took Peter 

Leon, a legal expert at Webber 
Wentzel, by surprise. "I've never 
understood the mining charter 
that way: if the partner sells out, 
it's not the company's fault" 

The department could run 
into legal problems, he said, 
pointing to the pledge that cash 
flow should go to empowerment 
shareholders from the start. "It's 
all very well having this commit
ment but whether it's compliant 
with the Companies Act is 
another matter." 
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