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KEY NOTE ADDRESS

1.1 SPEAKER: Mark Cutifani (CEO of Anglo Gold Ashanti)
Thanks Allan, firstly ladies and gentlemen I must apologise for being a little bit late. I
literally have just hoped off a plane. Contrary to popular belief I haven’t come from
Auckland and, but I am able to confirm that Patrick Lambie, Victor Matfield, John Smit
and Fourie du Preez have been suspended from the Springbok’s team to play on Sunday
for saying unkind things about their Wallaby counterparts, well maybe, maybe not. So
good luck to the Bokke on Sunday, certainly I understand there’s been a lot of discussion
this week and I wish them well.
Ladies and gentlemen I think firstly its worthwhile just making an opening remark about
Anglo Gold and why we’ve chosen or certainly been very happy to sponsor a series of
discussions and then as Allan said it’s a little bit cosier than we thought we might get but
one hopes we can build some momentum. If I say a couple of controversial things it
might put a bit more heat into the conversation and stir things up but I think if I can
make a point from our company’s point of view and I’ve been asked the question even by
some of the people in our own organisation, why would you want to give people a
platform that would have a different view than yourself on such an important matter and
such an important matter for the country and for the mining industry?
Well the first point I would make is that Anglo Gold Ashanti was one of the first
companies to actually declare its political donations policy which was one of supporting
the political process and by that I mean we support financially the top five political
parties through the election processes and you will see that we’ve been very public in our
support for the process and we support not only the ANC from a financial perspective we
support the other top four parties and for us it’s about supporting the process and again I
think our support for this process is consistent with that dedication and support for the
constitution, for the democracy and for what we believe is the betterment of South Africa
in the long term. And so for us it is appropriate to have other groups speak their views in
this sort of forum and we can hope, and we only hope that we are able to articulate our
case in a constructive way and give people the opportunity to compare those cases in an
open and constructive forum that we believe is certainly promoted by the constitution
and a true operating democracy and we’re not scared to put our case and have our case
compared to those other positions that will be talked to during the course of these
lectures and conversations.
I must acknowledge Nchaka and his support team for coming up with the idea. As Allan
said I think he’s (Nchaka) shown great foresight and we’re very happy to partner with
him in this process and whilst we may not agree on every point I think certainly from my
personal dealings with him and the team the one thing I’ve found that he’s always
spoken the truth, he’s always been straight and we’ve always known where we’ve stood
and for that we respect him and certainly respect his views in any of these conversations
and of many of the other colleagues that will be speaking during this series. As I said I
only hope that I can do our case justice and at least give you some thoughts in terms of
what we believe is the right path and certainly we’re very open to other points of view.
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So if I could set some context, the mining industry in the context of South Africa has a
bitter and difficult history. At the same time it has been a key foundation in the building
of the modern South Africa you only have to look at our surroundings today here at
summer place, the city of Johannesburg and the status of South Africa in terms of its
economic development compared to the rest of Africa to get a sense of what the mining
industry has helped create, [pause] but at what cost.
We have seen the tragedies articulated in the film, Mining for Change. The degradation of
people, of cultures and of a broader society is a sad reflection on a difficult history. While
we cannot change the past, we must make sure every day we go forward we are
informed by its lessons in creating a new South Africa. I am not born of this land and so I
cannot profess to fully understand the pain that people feel in relation to this history,
while we cannot change the past (as I said it is a difficult history) but we can play a role in
the future. All I can offer is an ear to listen, a hand in friendship and the courage to be
part of building a new future. As a representative of the mining industry, I believe we can
be part of the creation of the new future. The tough part of our job is there are no
models, there are no handbooks and there are no teachers that can guide our way. With
you, we are the future and we will chart this future together. In my conversation today
please forgive the defensiveness of some of my remarks. I love the mining industry and I
believe it has made a great contribution to society right across the world. Please forgive
what you may consider naive belief that we can work together to create a new South
Africa. I am simply a person that has been inspired by the concept of a rainbow nation
and I’ll do my best to make a contribution that matters.
In framing my conversation I will put three points or three propositions. First, it is
important to deal with the facts to outline how important the mining industry is to South
Africa, both in terms of today and tomorrow. Second, understanding why the industry has
struggled to grow in the middle of the most significant commodities boom in the last
thirty years provides an important case study as to what the industry needs to realise its
potential, i.e. to grow and continue to support the creation of jobs and the creation of the
new South Africa. And finally, to bring these pieces together, to propose a set of prerequisites that I believe and we believe need to be satisfied before we can set the
industry on the path that supports South Africa achieve its growth objectives that
supports the industry play its part in creating five million new jobs. And while on the
matter of jobs I think it is important to make a point, in our view you don’t create jobs by
focusing on jobs as the primary policy setting, we need to focus on creating the
conditions that encourage investment in new businesses and other development
opportunities.
Sustainable jobs growth will only come when we create the policy frameworks and
conditions that support investment in new investments and opportunities. In this context
the mining industry is no different to any other industry in South Africa. We need good
policy, we need consistent policy and we need transparency. So in building our case let
me talk firstly to the numbers, the mining industry represents something in the order of
8% of GDP in direct terms, about 18% when we take service and support industries into
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account. In 2010 total revenues were R424 billion with total expenditures in excess of
R441 billion. In other words, we were net investors in South Africa, 93% of that spend
generally went through the hands of South Africans with only 7% of those revenues going
to investors that have put the money up in terms of risk to develop those opportunities.
The industry brings in 34% of the country’s foreign exchange in raw materials alone and
more than 50% when beneficiated products are included. We employ 520 000 people
and by South African standards, in relatively high paying jobs and more than 1 million
including service and support industries. Well around 10% of South Africa’s total
employed. With an estimated 10 dependants per job in the industry, 20% of South
Africans rely on the mining industry [pause] in a direct sense. The mining industry is
arguably South Africa’s most important industry, if it isn’t our most important industry, it
is certainly one of our industries that enjoys a natural global competitive position and
that is an advantage and it’s one that we need to understand and work harder to utilise
in terms of growing the potential we have as a country.
That competitive position is a consequence of firstly, our mineral resource endowment as
measured by City Bank, the largest in the world; our state of relative development and
the skills and experience of our people. It is for these reasons and others that minister
Patel and his team identified mining as one of the five strategic foundations to deliver on
our five million jobs growth target. So as we say; don’t ask me just let the facts and the
politicians do the talking. And if we’re lucky they might just say the same thing, I think in
this case they are saying the same thing.
However, my sense is that South Africans do get the numbers. They understand we are
important, what we haven’t done a good job on is making the mining industry human to
most of the public. We haven’t helped people relate to those 520000 employees, those
individuals that come to work every day, doing their best to make a life for themselves,
their families and their communities. We need to make our industry more personal,
which also means we need to make it a much more caring industry.
A lot of people don’t realise that in areas of Mpumalanga for example, the coal industry
has taken on the responsibility to actually maintain a 140 kilometres of roads in the local
area in a deal done with the local council to support the local council focus on those
activities that are most important to the community. People don’t know of the many of
the things we are doing as an industry in supporting the development of new industries,
in Potchefstroom. They’re not aware of the things that we’re doing as a company in
engaging the council in developing new opportunities, new abattoirs, new industries ,
new businesses that will provide long term jobs for South Africans beyond the mining
industry. We certainly have to tell our story more effectively but we have to bring it down
to people and real stories about what we’re doing in those communities.
So given the facts in our position of one of the worlds’ most significant estimated
mineral resource nation, one has to ask what happened to South Africa and its mining
industry over the last seven years? How did we let the world pass us by? Why did we miss
the commodities boom? And are we at risk of missing it again?
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In the last five years South Africa’s JSE has outperformed the New York Stock Exchange
across an average of all industry sectors; yet, it has underperformed on the mining index
by some 30%. These statistics reflect relative compound growth across the global mining
industry of some 6% per year [pause] yet in South Africa we’ve actually contracted about
1% per year over the same period. On a simple basis one could argue that we’ve lost 150
000 jobs over that period, we’re up to 300 000 jobs across the country when we look at
the additional service industries, I think we have to be careful in quoting those sorts of
numbers because the connections are not that direct but certainly if you took
construction into account I think we’d easily make those numbers up. There is no doubt
and I think it’s also unfair to say that it’s a policy issue that’s impacted the industry, that
would be unfair on the government to simply put that blame at their feet.
The issue is much more complex, for example, we have structural challenges in gold;
depleting resources; we’re mining much deeper and more difficult ore bodies. It is
unlikely, had there been a difference in policy settings there would have been a material
increase in jobs and gold to be fair. The platinum sector’s been hit by the global financial
crises and our bulk deposits, in particular; gold and iron ore, sorry (He excuses himself
for making the mistake), coal and iron ore have some quality and location disadvantages
when we compare to our major competitors. Issues that demand we must become
smarter, quicker and more effective to actually capitalise on the opportunities there and
it is unfair to put all of those issues at the government’s feet. It’s a management issue,
it’s an employee issue with our unions and it’s a government issue. We’re all in this
together and we need to come up with solutions together. However, like the French
soccer team that got to the World Cup and then forgot that the soccer, that soccer is a
team game, we’ve scored some own goals.
Now, the first point I make is an important point but it’s not a negative and I don’t want
people to hear it as a negative. In establishing BEE structures we have diverted capital
from development to ownership of another kind and I would argue that, that is an entirely
appropriate expenditure and at the end of the day is hasn’t delivered as much as we all
would have liked and so we all need to think and work together to make sure that those
ownership outcomes are delivered and we as Anglo Gold have been the first company to
adjust our BEE partnership outcomes reflecting the difficulties in the market and in the
last couple of months have announced some changes to our structures to try and
improve the outcomes and we think that approach is consistent with the moral objectives
that were set seven years ago in setting up these structures but the reality is, it has
impacted our ability to invest to some degree but quite frankly I think it’s certainly one of
the worthwhile steps and one that we have to keep working on to make sure that we get
the right outcomes.
We have been constrained in growth as a consequence of not investing in critical
infrastructure with power and transport being the most visible manifestations of our
weaknesses in this area, both in terms of consequences of availability of infrastructure
and increasing cost that we now are experiencing particularly in the electricity space. We
are struggling under some relatively restrictive labour practices. However, in some cases
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I think those practises are only matched by our management restrictive practices. We
need to go forward, to modernise, to look differently, to work with labour in a different
way to create new opportunities so I think there’s an accountability both with labour and
in particular with management to create new structures to be more productive and at
Anglo Gold Ashanti we’ve introduced a totally different model in terms of relationships in
the way we manage and for those who have been to our sites have seen some of the new
stuff we’re introducing. We’ve got a long way to go but we together share the
accountability to create a more productive work force if we cannot improve productivity
then we can’t afford to pay the wages we would like to pay and certainly the unions
would like to see us pay.
The word productivity, some would say is not necessarily the most important thing in the
short term but in the long term it is the only thing that will support us improving wages
and paying across the board, the living wage that we’d all like to see and so I think that
issue; the issue of productivity has to be central in terms of the way we develop the
country together...and as part of that conversation one of the reasons the mining industry
hasn’t been aggressive in developing technical solutions is because of the relatively low
wages that we pay compared to other industrialised and major countries, unfortunately.
And this is one of our major challenges in the gold mining industry, our productivity per
person is 10 % (90% lower than the most productive gold mining jurisdictions in the
world). We have to make some serious changes together to close those gaps and we’re
doing that and we will do that.
Management, we have to take on that accountability and we are, taking on that
accountability and the good news, and to be fair to my union colleagues they’ve been
very constructive, very open to looking at different things and in fact in our most recent
negotiation we’ve come up with a structure to go back and revisit the processes and the
structures we’ve got in place to work together to improve productivities and that’s the
sort of thing I think we have to keep working on and certainly from my point of view I am
very encouraged to see those sorts of things happening.
While our national financial frameworks have been sound and have cushioned us thus
far from adverse impact of the global financial crises, we need to relook at both the
overall non-financial and financial regulatory legal and compliance framework to ensure
optimum regulation in a manner that provides opportunities and adds value to South
Africa, we do need some more financial flexibility in that context. This will be a catalyst,
this will be one of the catalysts South Africa needs to move up the rankings in terms of
foreign direct investment. While each of these changes in and of themselves is not a deal
maker or breaker, cumulatively they make shareholders (investors) very nervous in terms
of doing business in South Africa and then that’s before we actually mention the dreaded
nationalisation word.
So in the context of that word, let me make an important point, mining is about real
estate. Without access to the right ground we have no business, the minute someone
threatens our ground position or our economic interest in that position we lose
everything. To further reinforce the complexity of our business, it takes somewhere
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between 5 to 10 years to find an economic deposit. Once found it takes on average 10
years to then develop that deposit with another 5 to 10 years to recover and deliver a
return on capital. If we lose a mineral deposit to the whim of individuals or vacillating
political debates we have a major challenge in our industry, we lose 25 years effectively.
In our industry, threaten tenure and you threaten everything we have. The mining
industry cannot function without certainty of tenure and we’ll not invest without that
security.
We’re in the context of a political environment where we perceive the rules could
materially change; while the issue of tenure is clearly central to our concerns the broader
policy frameworks are also critical for investors with a 20 year investment horizon. In this
context the ruling party must understand that a single 5 year policy window that is
formed prior to an election is not conducive to long term investor confidence. Investors
must be comfortable that the ruling party will maintain its ideological positioning beyond
a single election cycle, i.e. it is unlikely to see significant policy shifts over the longer
term. And so while I support wholeheartedly the current process the ruling party’s going
through to determine a long term view on this issue and others, it [the ruling party] must
be aware that investors will not make major decisions or will struggle to make decisions
while that process is going on and once a decision’s made the investment community will
take a view on that framework that is then put in place and they will work on the
assumption that it will go beyond the next 5 year term. It has to be an ideological position
that investors are comfortable with and that they believe will go beyond a single term of
government because as I said investing in exploration is a 25 year time horizon,
investment decision. It’s not an insurmountable challenge, certainly with the constitution
and the ideologies that have been expressed since 1994; there is no reason why the
mining industry shouldn’t be confident of the future.
The trouble is the current debate is undermining that confidence, it undermines
investment and it undermines job growth so I’m explaining a position or articulating a
position and why it’s so important for that issue to be resolved in an appropriate way,
and if it does take another 6 to 12 months to resolve it [the issue of nationalisation]
that’s okay as long as it’s resolved with the long term position clearly articulated and
that’s what we’d like to see. The message around change is an important one and I think
the mining charter is actually a very good document; the mining charter facilitated or was
one of the constructs that facilitated ownership transfer on a broad scale. An entirely
appropriate mechanism given our history, we’re assured this would be a one off initiative
as part of the development of the rainbow nation, and of course it needs constant review
in terms of its effectiveness. We are assuming the charter in its current form or in the
context of how it was formed will be the long term structure in terms of the way the
industry goes forward.
The nervousness that you’re seeing in the investment community is around the issue of
nationalisation and in some regards people would say that investors have been rather
hysterical, the concern or the connection some people are making is the connection to
the mining charter back to the nationalisation conversation and the sense that the whole
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ownership regime will change again, that is what’s gotten people very nervous. In an
industry that operates with a 25 year investment horizon, uncertainty is poison, even bad
rules with certainty are better than uncertainty. And so for the industry to grow we need
to do certain things, to rebuild trust and confidence that we’ll be a good partner for the
long term. At Anglo Gold Ashanti we are building a new social engagement model and I’ll
share some of the points around the model.
So, as a company we’re building our long term sustainable platform on six key
foundations. Firstly, we will continue to work to reduce our social and environmental
footprint to improve safety, environment and our community performance outcomes.
We’ve improved our safety performance in the last 3, 5 years by 80% as measured by
major incident rates. We’ve improved our environmental performance by a similar
number, we haven’t been as effective in our community engagement work but what
we’ve actually done is developed a new approach, a collaborative approach with our
communities and Robbie Lazar, Mike O’Hare and the team are now engaged in
developing a totally new approach in terms of social engagement, I’ll talk to that a little
bit later. In terms of any operation we must plan for closure from day one and so from
our operations everything we do is with a view to and with our eye on what the operation
will look at when we are finished. And that must become the standard and that’s the only
way that we’ll be able to deal effectively with water and land rehabilitation issues that we
see today and that’s an industry commitment that’s what we have to work through with
the government and that is a commitment certainly in our operations all around the
world.
Respecting human rights is not just, on the third element (alerting audience to the fact
that he is now on element number 3)...respecting human rights is not just about social
rights it’s also the economic rights of our partners and stakeholders. And where possible,
and where appropriate we will provide those that don’t have the support that we have in
terms of looking at and assessing things from an economic point of view, we’ll provide
them with the support so that they can argue a reasonable case more effectively
because in the long term if someone feels as though they have not been handled fairly or
have been given a fair opportunity in terms of our developments than it makes for a poor
relationship, and ultimately will cost us more in any case. The fourth element in terms of
our platform is partnering in building a new social development model.
When I look at the new technology developments we’re thinking about at Anglo Gold
Ashanti, thinking about how to be successful in mining beyond 5000 metres, you will see
radical change in our industry in the next 10 to 20 years. The impact in employment
within our business could be significant, so what we are doing today is to think about the
things we can do with a community to be the catalyst for the creation of new jobs that will
replace those jobs that may be lost through the technical innovations we’ll introduce over
the next 10 to 15 years. Now if we don’t introduce those technical innovations we will not
be successful in mining beyond 4000 metres, we will not have a mine. I must make that
point very strongly, if we aren’t successful, if we can’t mine safely we will not have a
business.
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But the consequence of being successful is instead of not having a business; we
potentially have a business that goes 30 to 50 years but with a lot less employment in
the business. So we take the responsibility on, to see if we can be the catalyst for
development of new opportunities in our communities to try and pick those jobs up in 5,
10, 15 years and we believe that’s what sustainability is about. It is understanding how
long you’ll be in an area, what impact you’ll have on setting new communities up and
what can you do to be the catalyst for the development of new industries to take on once
mining’s finished that’s what sustainability is all about and that’s what we’re committing
to in terms of our local communities. We must develop working models to connect with
communities.
I think the youth league is entirely valid in pointing to the desperate plight of youth in the
country. More than 50% unemployment is in the 18 to 24 year age group. That’s one of
the great challenges we face as a country, in fact that’s a great challenge right across the
world...the youth, and if we don’t do something, if we don’t do something different we let
them lose hope and without hope we don’t have a future as a society and so thinking
about how we can initiate programmes around youth is a very important part of our social
economic development programme we’ve been putting together.
And then finally, from our perspective: managing our brand. We don’t tell our story very
well, for those that are close and see what we do it’s an easy discussion but we don’t
bring our conversations into the living rooms of normal South Africans. We don’t tell our
story which is about people and the difference we make in the lives of people. My point
about what we have to do is in full recognition that as management, as leaders of the
industry we have to take full accountability for our industry so let me make it very clear
that as the leadership of the industry we take full accountability for the future of the
industry. And in that context I would ask for five things in terms of the conversations we
have with our stakeholders in South Africa.
Firstly, security of tenure and transparency in licensing processes. The two things we
need to be comfortable, that we can rely on the ground we have to potentially deliver on
the potential that we see. Secondly, clear mining policy framework and consistent
application of that framework in terms of economic and other portfolio positions, so it’s
one thing to have a good relationship with the Minister which we believe we have, we
must also have a good relationship with the Finance Minister and all the portfolio
Ministers across the country because every one of them has an impact on our business
and all other businesses, and again we take accountability for developing those
relationships. What we ask, is in extending our hand that we’re afforded a clear and open
conversation, one about transparency where we can understand the needs of both
parties and be partners in the future.
Integrated infrastructure is the development that allows for private public partnerships to
ensure we are ready and can facilitate industry growth. There is no doubt in the world,
industry has to take the responsibility for infrastructure development but we must do that
within the policy framework set by the government, what we ask is that we work together
with the government, where we need to bring financial resources to bare to put in place
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infrastructure we’ll do that as long as we understand how we can work with the
government in a way that allows us to grow the business for the long term financial
flexibility, to facilitate competitive corporate structures to support growth.
Anglo Gold Ashanti is the third largest gold mining company in the world. We want to
become the largest and we want to become one of the top five largest mining companies
in the world, we have a good relationship with the Finance Department and we want to
continue that relationship. We want to continue to build a global mining company that all
South Africans can be proud of. And then finally, and most importantly, trusting
relationships. We must build on a common understanding of what we are trying to build
together.
As an Australian that’s lived in South Africa for four years I find South Africa probably the
most uplifting country that I’ve ever visited and lived within certainly and at the same
time the most difficult. The history of racial divide, class divisions and economic divisions
are the toughest I’ve seen in any country I’ve visited or lived in within the world. Now I’ve
had responsibilities, operating responsibilities across thirty countries. It is a difficult
history that individuals live every day, and for us it was very hard to adapt to. In almost
every second conversation there was an underlying tension that you feel. It’s palpable
and it’s difficult but at the same time I’ve seen no other country work so hard to deal with
its history in a positive and constructive way and so we have this dilemma of the history
and how people are working through the history yet are building and trying to build a
country like no other and so I am an optimist when it comes to South Africa; in fact,
Australians get quite annoyed with me because I speak so positively about the future in
South Africa.
I mean if you look at what they are doing in the mining industry, it’s crazy in Australia. The
policy debates we have are much more constructive in South Africa, the policy debate
around royalties where we ended up negotiating an earnings based royalties structure
was a positive outcome for the mining industry, was a positive outcome for the country
and it was a debate where every bodies points of view were taken and taken into
account, that hasn’t occurred in Australia, yet, when you go to London and read the press
all you read are the negative things about South Africa. I mean the press prior to the
World Cup, unbelievable!
What people don’t realise, we’ve had the most successful financial World Cup in terms of
R4 billion dollars generated, we heard Danny Jordan talking about it being financially the
most successful World Cup ever. From a security point of view, it had less security
incidents than the previous four World Cups combined and a whole range of other
positive outcomes that the rest of the world doesn’t seem to hear but having lived in
South Africa it’s not a surprise, so for me it’s a great place to be. Again, I said I believe
the mining charter has provided a framework for us to focus on the future and build a
constructive industry together. Within that task force, a tripartite structure that includes
government, business and the unions is working on a development model that should
put South Africa back in the forefront of the mining jurisdictions in the world. I believe it;
we have to commit to it and resource it.
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The Minister is leading with energy and passion, she deserves our full support as she
overhauls both our bureaucratic and industry relationship frameworks and like the
course of true love, the road will be rocky. I have no doubt we have the potential to
create an industrial and social development model that will become the model for the
global mining industry.
Finally, a few words dealing with that terrible word: nationalisation. The first thing I’d
have to do is make a simple observation, I absolutely and totally agree with those in the
youth league that talk about the mining industry and we will see nationalisation in the
mining industry, absolutely agree with one qualification, there’s a subtle difference in our
observations. In my world it’s already occurred, in fact it occurred back in 2004 with the
promulgation of the mining and petroleum resources development act, the MPRDA.
When mineral resources reverted back to the state and were subsequently leased to
companies conditional on their commitment to the mining charters’ broad set of social
and commercial objectives.
Nationalisation has already occurred, it occurred seven years ago, the mineral resources
of South Africa do in fact right now belong to all South Africans. However, if we are talking
about the state taking over the means of production, then this is an ideological debate
that goes beyond mining; goes beyond the banking sector and arguably goes beyond the
intention of the constitution and then there’s a step whose negative consequences will
be so far reaching in terms of the South African economy that I cannot believe that the
government has this intention, certainly everything that I have heard from the
government suggests that is not the intention so let’s stop using the wrong word to
describe the wrong conversation. Stop using the word! That’s what scaring people and
it’s the wrong word!
The real discussion we’re in is: what is the role of government in the development of
industries in the new South Africa? The economic and social discussions that accompany
that debate are raging all over the world; we’re no different to any country. They’re talking
tax, they’re talking about resource rates, and they’re talking about the mining industry
role in society. That’s what we’re talking about. I just ask those that keep using that
word: stop using the word! It’s the wrong word! That’s what’s scaring the world. We’re
having a conversation which is an entirely appropriate conversation and is being had all
over the world. The tragedy is we’ve allowed the debate to revolve around a word; this is
a word that has no relevance to our national circumstance. How can we let anyone use a
word that threatens investment, threatens the creation of new jobs and threatens our
ability to deal with our social problems that are the real challenges we have as a
community? Stop using the word!
Ladies and gentlemen in summary, I’d like to make three key points. The mining industry
has a tough and indefensible history and we believe we must openly acknowledge and
correct those wrongs. Second, we have made significant progress and we are now
developing a new phase of engagement that seeks to build a new social development
model with our communities. We are engaged with the government, unions, youth and
whoever else has a view on what the new South Africa should look like, we are all
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partners in the future, we’re all partners in the debate and what our social dispensation
should look like and certainly we in the mining industry fully understand that we need to
change, we need to develop, we need to be part of the new South Africa. So let us
engage in the debate around the design and implementation of this new model that
helps us play our part in delivering on our 5 million jobs growth objective.
Ladies and gentlemen, the future of South Africa, the future of all South Africans is far
too important to be reduced to a word that has no meaning or relevance to the
development of the new and inclusive South Africa. Thank you.
2

PANELLIST(S)

2.1 Panellist 1: Roger Baxter
Let me start by saying that Mark is a very hard act to follow but economists sometimes
find it very difficult to talk without a slide, it’s a bit like a preacher going to the church not
having a Bible to talk from, so excuse me a bit.
Very quickly, I think one of the key features to me, we must also look at the debates on
the role that mining plays in societies and the role that societies perceive of their mining
sectors. The key to the debate that I had with, one with General Lawson who is the head
of the Dutch Mining Association in the United States about a decade and a half ago, we
were in Washington at the University club. He said to me “Roger, one of the problems
we’ve got in the States is that most kids think that milk comes from a supermarket they
don’t understand it comes from a cow”. He said it with his big American accent.
One of the challenges I think we have in South Africa as well, Mark very nicely picked up
on the point, because I don’t know if the industry has sold itself volatile as to what it does
do but also recognise it’s contributions that it’s made in the past; negative and positive
as well as the very positive contributions that mining can make in the future. I quickly put
a couple of slides together which I would like to very quickly take you through, just to
highlight some of these ideas because when you look at the pre economic potential of
the country, when you look at the pre economic potential of South Africa, the market
outlines a number of the areas where a million jobs are created via the mining sector
halfway to incorporating etcetera. I’m not going to go in to too much of detail there but
this is maybe for bed time reading a little bit later.
The objective is that mining is very much an integral part of South Africa’s society already
and that minerals in our society play a very key role. I don’t think enough people realise
that we couldn’t be having this conversation, using these tools and equipment, sitting on
these chairs in this building without mining having played its role in South Africa. Mark
related the issue that the country with the biggest industry value in multi-minerals in the
world is South Africa, it’s bigger than Australia, it’s bigger that Russia, etcetera. We
[South Africa] do mine and produce most of the minerals that are in demand at the world
level, we are producing the stuff that the rest of the world wants, so it’s not that we don’t
have the resource base and it’s not that we don’t mine the minerals that the rest of the
world wants.
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Based on work that was done in the media focus, just to highlight to you; based on very
conservative modelling, we didn’t want to get too carried away with modelling and say
aah it’s going to be X number of jobs. We wanted to do it relatively conservatively on a
commodity by commodity basis and say how many jobs would really and potentially,
could be created in the mining sector in the next decade. And notice that the numbers
were that we could realistically create another 100 000 jobs, if we could reduce the
constraints affecting the sector. That would take mining’s total employment to up to 600
000 and the total complex of mining the supply industry for two mining products will add,
that would take it up to 1 200 000 jobs in the economy as a whole. But first, that was a
conservative angle, a very conservative angle.
I’ll give you two ideas on the second, let me just highlight it based on the growth of those
jobs would be. It should be interesting that some of the work that McKinsey did for the
chamber prior to this 2 year exercise they indicated that in almost unconstrained
environment the mining sector could probably make as a much as 200 000 jobs could
be created if we look at what is currently happening with the top 5 commodities. So once
again I think just to impress the point of the potential that South Africa has is
remarkable. And so we do believe that the South African mining sector can move into the
top right quadrant which is what we call the hybrid scenario and that involves on the left
hand axis, moving the constraints and on the right hand axis on the x axis, looking at how
we can reduce the pressures that are related to costs in particular.
If we look at performance quickly, the mining sector in real GDP terms is smaller than it
was in 1994, it’s the worst performing sector. So it’s not necessarily something we
should be proud of and it does reflect certain things that have happened in that period
but it’s not based on the potential. Compared to the rest of the world the top 20 mining
economies in the world, their mining GDPs grew by 5% per annum, ours shrunk by 1%
per annum in that period.
Our share of global exploration expenditure has fallen from 6% of global total in 2003
down to 1.4% of global total last year. And if you look at Africa, Africa is taking a much
bigger portion of exploration expected and we used to have that space in South Africa. If
you look at the project pipeline for the next 10 years, looking at some work that has been
done by Citigroup, looking at the next 10 years of greenfield projects globally, South
Africa accounts for 3% of the investment in greenfield projects despite having the biggest
budget in mineral resources and that sort of highlights to me that we are not meeting or
realising our potential as a country and that for me is very important to emphasize the
potential that we have.
Mark mentioned this issue of MIGDETT, Mining Industry Growth, Development and
Employment Task Team, but thank goodness it didn’t come out as midget because it
probably wouldn’t have achieved much at all. The MIGDETT task team helped identify the
controllable factors that are holding back the competitors of the sector. I just want to
highlight one particular thing that one of those challenges [He refers to one of the slides]
I’ve highlighted the ones in red and underlined what I think are the core issues, the

MINING FOR CHANGE 2012
What South Africa’s mining industry needs to grow

12

regulatory framework, you have to have a predictable certain and competitive regulatory
framework.
Besides regulation, the nationalisation debate is the big thing about it in relationship
impact on the framework from the investment horizon perspective [He apologises for not
having box notes] Just to show you I didn’t have slides or box notes, so I am not in
tandem with all the issues but, I am just saying that it is remarkable that this is what
effectively could happen. Looking at mining and infrastructure constraints, what is
interesting is that we keep focusing on the same previous thing which have not
necessarily cut out the results to hold out infrastructure constraints....We’ve got to look
at different models here, any challenges arising with industry special license to operate,
and here I’m talking about our safety performance, our mining performance, our
engagement with communities and helping with community development. If you look at
those issues, those are issues that are in our control as South Africans. Let me give you
issues around productivity and costs, again those are South African related issues
etcetera.
I’m not going to spend too much time on the regulatory side it’s just suffice to say there
hasn’t been a huge amount of work done in this area recognising that we haven’t made
as much progress as we planned. We had a new law that was put in place in 2004; new
laws always have challenges when they are applied. There’s been long focus to see how
we can work through the challenges, but what I’d like to emphasise on this particular
slide is exactly the point that Mark was making. If you look at the mining stage, the most
important investment criteria of any mining company is the security of tenure, if you don’t
have security of tenure; investment business in not going to happen.
Much of the other related criteria are about whether you have a competitive and
predictable and stable regulatory framework. A comment was made, even having an
uncompetitive but predictable regulatory framework is better than having an
unpredictable regulatory framework. So these are critically important aspects of
investments in mining jurisdictions. South Africa actually has very high policy potential,
we’re in the top 10% of the world which reflects our mineral resources potential, but at
the same time we’re not performing to our potential but what the graph shows us on the
left in the red is specifically illustrating the negative sections of the [He refers back to the
presentation]....The risk around the base[of the graph on the slide show]; around the
nationalisation bill is exacerbating uncertainty, uncertainty affects the ability of
companies to invest simply because of the long term horizon that we have in the game.
Just quickly before I step aside, I just wanted to say this to you the iron-ore sector could
double its size in the next 5 to 10 years. Employment in that sector could rise almost
double, rising by roughly 12 000 people. The biggest constraint is issues on the
regulatory side which hopefully will be sorted in due course. On the coal side, we have to
produce another 100 million tons of coal by the next 10 years to supply Eskom with coal
for electricity purposes. Again for government perspective this could create another 6
000 jobs. Biggest constraints are rail and a couple of challenges on the regulatory side.
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Manganese, I am sure Nchaka will probably touch on this, but here in a year or two we
could probably treble or double the size of the sector which could improve the
employment by doubling or tripling it. The biggest constraint there is lack of access to
cost effective and efficient heavy ore rail service. So definitely looking at these three
sectors and I didn’t pick out gold or platinum or any of the others, these are industries
which could massively increase their GDP footprints in South Africa; they could increase
employment by 50 000 people if the constraints were resolved. So the point is how do
we engineer a removal of constraints which will enable these sectors to grow?
Manganese we have 80% of the world deposits, high grade Manganese we’ve got 50% of
the supply. There is a massive potential supply opportunity there for this country.
Electricity is another mining constraint, and just to highlight here we’ve got a number of
mining companies themselves that are willing to sponsor a new electricity plant in South
Africa and some of the key issues around the regulatory issue is how you supply
electricity to the network is holding back the ability of the private sector. The private
sector can acutely reduce the constraints up to a structural level and I guess my point
here is we need the private sector to play a role.
In conclusion, what does the South African mining sector need to grow and prosper and
building on the points that Mark has made earlier? My view is you have to have a
collaborative approach, and I think that the collaborative approach has its benefits in the
MIGDETT process where the stakeholders come together during the global crises in 2008
as far as working together in a process which I, in terms of my working experience over
the last 2 decades has been a very thorough; very engaging process which is about
promoting the industry and is about how we jointly make the industry more competitive.
The second point is about recognition by the stakeholders in society, at large, that mining
is a committed transforming industry that matters for the country. Another message that
we need to engender amongst our society, amongst our people, amongst our workers is
a predictable, stable and competitive mining regulatory environment; it is essential. If you
don’t have that, you’re not going to get mining investment taking place. Obviously access
to infrastructure requires efficient education skills pipeline. You’ve got to be able to rank
those because those are all fundamental issues that I think we are working on in a
collaborative way to take forward. The nationalisation debate is undermining this entire
process and approach.
MIGDETT is a collaborative approach. There’s a lot of work that’s been done. I’m not
going to go into it just to say that it has got mining back on to the top 5 sector focus lists
of government, and that means that we’re engaging in a level where we can really break
down the barriers that are holding up progress in this sector. I’m going to skip a couple of
these slides on regulatory issues and just to conclude with this third last slide which is:
what is mining doing to help resolve issues? Because I think sometimes the finger is
pointing at us as to what we are doing.
I think the industry is getting its house in order and upping its game in areas where it
lags. It’s developing the responsible contribution models on issues like community
development looking at ways of growing investment to create jobs. Jobs are
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consequences of our actions not a direct forum. But where it makes business sense to
do so obviously the mining companies are growing investment and are looking at creative
ways of how we can help with the process, of showing that we are part of the future of
South Africa in engaging with government and other stakeholders on key issues. So in
conclusion my view is that the inner vision of an industry which is vibrant, growing,
transforming which does meaningfully contributes to the economy, in reducing
unemployment and to making South Africa a better place and so my last editorial would
be that mining and minerals really do matter for the growth and development and
transformation of South Africa. Thank you.
2.2 Panellist 2: Nchaka Moloi
Good morning ladies and gentlemen. Madoda kunjani baba? I think I’m not going to go
through all these issues again. I think we can all agree that the mining industry is central
to the South African economy, very, very important, one of the most important industries
in terms of its contribution to the growth and gross domestic product of the South African
economy. I think we can acknowledge that the mining industry and the market sector
forces have a very, very difficult history that we cannot ignore. And secondly some of the
people who are involved today agree that the history needs to be tackled. Now, from my
point of view, the point is just why are we lingering in this debate? Why are we going to
this extent to discuss these issues? Where are they coming from? Is it because of some
people who are deranged and they don’t know what they are talking about?
My point is that I think the debates are real and the threats are real. And the other fact is
that the debates are real and whilst I will make a lot of statements in saying these things,
they are necessary but are not on the table for discussion. Our motivation for proposing
that this discussion takes place is that I am sure there are a lot of people in the world
who can expect and bearing their hopes on these kinds of debates taking place and they
want the outcome that we have agreed. And just as an example, I would believe that at
some point I think the people in Zimbabwe when they started talking about: “No we will
go and take farms”… and we were like: “You know what this thing is so stupid, it is so
unrealistic in general and how did you come up with it?”...And then I think at that point a
lot of people were saying: “No, no, don’t worry, this thing, how do you support it?” But
these things do that. So the important thing then would be what are people’s interests
and where are these debates going?
So if we say that the debates are real, the threat is real. Then the question is: “What do
we need to develop and how do we tackle it forward. As I said earlier, I believe that the
debates are entrenched in the history of South Africa, and the history of South Africa is a
history of economics. Even if you look at the history of dispossession, land dispossession
and alienation are linked to the past. I am sure some of us are aware of what happened
in South Africa around 2003. In 2003, they produced a document that was called the
Mineral Extract on Minerals and Mining Policy for South Africa and that draft document
details a set of policy desires of the ANC then which was a party outside government. And
I am sure that the people that were there would know that immediately after that the
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Chamber of Mines produced a response to that document and there was a big fear from
the public on the ANC on nationalisation of the mines.
Suffice to say that following the ANC taking power, following CODESA and the kind of
concessions that we made there, we have the MPRDA, we have the current department...
So the question is then what went wrong? My issue is what went wrong and what will go
wrong looking forward? South Africans have got a good, good skill at talking and talking
around issues. And when things are difficult, we believe in something called compromise
and it is really disappointing. But I think compromising involves changes and sometimes
we actually do not need compromise. Now there is a divided message there. If we inspect
the ANC policies, the draft fiscal operations in 1993 on mining and mineral production
and we look at the mining production at the moment we see that there is
inconsistencies. We know and all agree that the mining sector can contribute positively.
My issue is that the key issues are not being addressed. Let’s take for example if we say
that the unemployment in South Africa is 21%...then you will know that about 10 million
people in this country, 10 million are unemployed. And of the 10 million most of them are
actively looking for jobs. If we look at how many people do have jobs then you will know
that the number is significant. We cannot have a country that grows unless we have
these people sorted: ten million people who do not have a source of income; 10 million
people who cannot put food on their tables; and 10 million people who do not have
access to opportunities. South Africans cannot move forward.
Mark, I agree with you that we should not be using the word nationalisation, but we
should be saying what is wrong in South Africa and its developing landscape? So if we
are saying that the mining industry was linked to the history of repossession, to the
alienation of the rest of South Africans, to the destruction of social infrastructure, then
we are saying that that is still present in South Africa today. With respect to that what is it
that we can do successfully? I agree it is not enough to say that Nationalisation is not
going to work because this or that has not happened. But what is stopping us from
asking about what we can do efficiently and differently from what we have been doing in
the past to address the issues of South Africa and thus assist the mining industry in
South Africa today. I agree with the things proposed and the issues that Mark [Cutifani]
has raised in terms of the things that are required from the industry to get South Africa
moving forward. But are those interventions enough to really address the social and
environmental legacies of the country. Are they enough?
The legacies around … we are talking about the issues of South Africa all the way from
Klerksdorp to the East Rand…My view is that these issues have to be addressed and
have to be addressed internally. The way that takes us forward is not to label people, is
not to be hung onto a debate that nationalisation does not work, it has never worked but
rather what is it that needs to be done to move forward and address the issues
internally. I am a mining entrepreneur, we have got a lot of projects and they are
constrained by infrastructure. But I have to look 20, 30, 40 years from today… So I think
in terms of the importance of mining, the… doesn’t work. In terms of the issues that
affect the mining industry from an investment point of view and growth point of view we
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have dealt with those issues comprehensively. But in my head, I am still left with a minor
disturbance in terms of what can be done to change the legacies of mining and address
the issues that are affecting South Africa’s economy and its resources as a result of
these legacies.
If you go back and look at CODESA again, South Africa, negotiating from the ANC, had an
opportunity to negotiate differently from what they did. But I think, like most African
countries people believed that if we have political power, economic power will follow. And
we got political power. All the economic decisions remain in the hands of the minority.
But I think what we do today with the political power and political stability will affect the
economy. Unless we push for a massive and serious transformation of the economy, my
view is that we may absolutely lose the political game. Moving forward in these
discussions… we need high-level discussions in South Africa. South Africa needs to look
at some of the economic pressure areas. We need discussions to ensure that most
South Africans benefit from the mining economy…so that has to be dealt with going
forward. So we need some kind of an economic CODESA where everybody is comfortable
to come together and say: let us genuinely engage in this debate and find solutions. That
will lead to a deep thorough transformation of the South African economy.
3

RESPONSE(S)

3.1 Response 1: Mark Cutifani
Nchaka I think, made a very good point that the industry needs to develop a different
pathway and I think he is absolutely right, we’ve got a catch 22 situation and I think it’s
unfair; where you have the recognition that the future has to be very different in the way
we develop and I think it has to come down to the social model and I think if we can get
the major resource companies engaged in a different type of debate around that new
future that has to be a tri-partite that looks at different development models, which looks
at a different approach.
I think that’s the key, I think the one problem though that I would put forward is the
mining industry itself cannot develop that. I think we have to do that together, so I would
put to position that if anyone highly feels threatened in the conversation because it’s a
difficult conversation for all. If we can somehow layout some principles for government
where nobody feels threatened then I think we’ll get an engaging break, if we have a very
strong view on how the social model would work I think you’re absolutely right, we
haven’t got the answers.
We have to somehow get that second condition so that every party feels as though they
can come to the open in exploring the new model. We are here to do that. So I think
Nchaka is absolutely right. Instead of a catch 22 we are trying to find what we can snap,
what cycle can we break to create a new conversation. Nchaka is absolutely right. But I
do think there are a number of complex models that come with you in that conversation.
It’s a tough one but I think we have to start somewhere.
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4 QUESTION: Madoda (National Union of Mine Workers)
Anglo is my former employer. Chair, I think that my feeling is that what you are doing
jointly concerning these seminars, comrade Eric, is a correct approach. But I think that
you are preaching to the converted, that’s where the problem lies. It might be me who will
be a voting delegate in the policy conference and the national conference who is here
now.
I would have a different approach to the debate because I have information, but a
branch of the ANC where I come from does not have this information that you are
teaching out here. So I would have, if I was consulted Nchaka earlier before you proceed
with your seminar, I would have suggested that you co-ordinate provincial seminars and
then they must be followed by a national seminar just before the launch of the
discussion papers of the ANC.
They are not meant to spoon feed delegates with different information but, they are
meant to create a vibrant debate in the policy conference of the ANC with delegates that
have information not only on one side. If you were to do that, you combine Mpumalanga
and KZN, you do Gauteng, you do North West, you do Limpopo, you do Northern Cape
and Free State, and when you do that each seminar has a research information about
the role of the mining in that particular province. Because one of the issues that may be
dominant might be in mining in Gauteng and not mining in Northern Cape or the extent to
which De Beers as a company that dominated Northern Cape did not do its social
investment programme correctly in Northern Cape as it does in Botswana and that just
comes up a debate about the people in the Northern Cape as to what the difference is
between De Beers (SA) and De Beers Debswana because they (De Beers) behave
differently in Botswana. They do things in Botswana that they can’t do in the Northern
Cape in South Africa.
So if those your seminars would have been approached similarly to that, they would have
empowered communities in those provinces. In fact extend your seminars in terms of
presentation, don’t contain them to 100 people. Take the NEDLAC approach, the
NEDLAC chamber, NEDLAC and the community chamber, there’s a different chamber so
it can organise this. If you do that then include the National Youth Development Agency
(NYDA) because we don’t want to bypass political youth structures; they are the
organised forum of young people, National Youth Development Agency. In that instance I
might agree with some of the issues that have been raised by Mark and Roger and
yourself Nchaka. But the fact of the matter is if none of what you are saying, we have no
contradiction of the mining industry to the national health insurance, we will say mines
must be nationalised. If none of what you are saying will have any impact to rural
development where you draw labour, we will say mines must be nationalised. If none of
what you are saying will not have an impact on education, I don’t know why you are
failing all of you, Chamber of Mines and Anglo. You are currently running, you have
information on your bursary schemes and study loans but none of you in public are
saying this is our contribution in education. Then we must then say to you, in the ANC, we
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have a resolution for free compulsory education from Grade R to a first degree, then we
say what is your contribution to that interest.
But, again Chair, so that I don’t take a lot of your time, that policy that was developed by
the ANC in 1992 relating to government gave an instruction that the mining industry
together with organised business and organised labour was going to look into the
ownership models in the industry. This thing of nationalisation now was said in 1992 that
we must work on ownership, what best model on ownership. We did not do it in 1992,
1993 and after that until the issue of the Mining Charter, I think that we must also have
a view, Mark. What would be your case if we then argue and said that the mining charter
must be a concessional contract, that the condition of your license should be attached to
the Mining Charter. You must be given the Mining Charter before you are given
application forms to apply for mining rights. You are given the Mining Charter to go
through and have your lawyers advising you. You go through the set of goals and we will
give you a licence provided that you are going to adhere to what is in the charter. Failure
to adhere to what is in the Charter would give a right to the Minister to revoke your
licence and have it auctioned publicly to a person who is prepared to accept the
conditions of the license.
None other than arguing about the problems without a commitment to move forward,
Chair. You must also talk about mining and the South African economy, find a way of
moving away the debate on mines as mines. Find a way of mines as their contribution to
the South African economy, I come from Carltonville, I worked in Western Deep Level #1
till I left the mine. The fact of the matter is that Carltonville as a town is a ghost town
today except for bottle stores and nightclubs, there’s nothing promising in the town.
Gauteng is Guateng but there are no gold mines currently in Gauteng, they are in the
West Rand. The extent to which West Rand is underdeveloped compared to other regions
of Gauteng when it is in fact the hub of the mining industry and then what is the reason
for people to ask questions and then argue for nationalisation.
What then becomes the role of the mining industry in economic development in the host
cities of the mines and not just the socio economic responsibilities where you would find
a school, find that your developmental objectives, Your regional office is in
Potchefstroom, and unfortunately there’s no mine is Potchefstroom; There is no mine in
Potchefstroom, there is only a University but the extent at which it is developing as
compared to towns that are hosting mines Klerksdorp and Carltonville. So what is the
role of the mining in that instance? Thanks Chair.
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WHAT SOUTH AFRICA’S MINING INDUSTRY
NEEDS TO GROW – FORRARD PAPER

Forrard RCS Seminar 1 Paper
1 EXECUTIVE SUMMARY
The mining industry has a bitter and difficult history that cannot be ignored when
discussing strategies of how to take the industry forward. This history has largely
informed the structure that is currently prevalent in the industry in terms of ownership,
employment, labour disputes and other such defining characteristics. Addressing these
historical issues could better serve the industry to grow and develop further.
Though the mining industry declined in the 1980’s and into the 1990’s, there is little
evidence pointing to a clear decline in the mining industry during the first decade of the
21st century. South Africa has an estimated mineral wealth of US$ 2.5 trillion and holds
the largest deposits in the world of at least three minerals – platinum group metals,
chrome ore and manganese ore. SA’s mineral reserves span the full spectrum of the five
major mineral categories.
The mining industry plays a significant role in the South African economy, contributing up
to 18.8% to gross domestic product (GDP), up to 50% of the countries merchandised
exports, up to 1 million jobs and between 10% and 20% to corporate tax receipts.
The South Africa mining industry has not grown in any meaningful way through a period
characterised by a minerals boom. This is cause for concern. There are a number of
challenges that have been suffocating the growth of the industry which need to be
addressed. These challenges include underinvestment in critical infrastructure, some
challenges with the regulatory, legal and compliance frameworks and what industry
players consider to be restrictive labour practises. These and other challenges need the
collaboration of all industry stakeholders to be effectively addressed. There are a number
of possible solutions to each of the challenges which can be explored.
This paper, based on first of the six Mining For Change seminars hosted in partnership
with AngloGold Ashanti and Motjoli Resources, explores the challenges facing the mining
industry in South Africa and what needs to be done to address these challenges
effectively and set the industry of a path to inclusive growth.
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2 INTRODUCTION
The South African mining industry is currently run under principles of private enterprise,
and the State’s influence is limited to regulation and promotion of stated goals like equal
opportunity for all. This industry has a bitter and difficult history. It was incubated,
developed and matured under conditions that led to the degradation of people, of
cultures and of a broader society. However, it has been a key foundation in the building
of the modern South Africa.
The South African mining industry has always been amongst the top performing
industries in the world, having helped the country experience one of its longest periods of
sustained economic growth during the commodities boom decade of the 1960s. In more
recent times however, the mining industry has been in decline and/or simply stagnation
with respect to some mineral commodities. The decline in the mining industry has not
been a result of reduced mineral resource potential, South Africa is estimated to be the
richest country in terms of mineral resource, there are other factors that have caused
this declined during a commodities boom. Some of the reasons for this decline, as
discussed at the inaugural Mining For Change seminar, will be discussed in this paper.
Alongside the reasons for the decline of the mining industry, there will be a discussion on
what mining industry players say they need in order to get the industry back on a growing
path. Some key elements needed by the mining industry across the world, and in South
Africa in particular, to develop and grow include the following six things:







Security of tenure and transparency in licensing processes
A clear mining policy framework and a consistent application thereof
An integrated infrastructure development that allows for private-public
partnerships
Financial flexibility to facilitate competitive corporate structures to support growth
Trusting Relationships with government, labour and mining communities
Redress of historical imbalances

2.1 Structure of the Paper
This paper, based on the key note address, responses from a panel and discussions with
the audiences at the first Mining For Change seminar hosted in partnership with
AngloGold Ashanti and Motjoli resources, and additional research into the industry, is
structured in the following manner:





Chapter 1 is the executive summary giving the overview of what discussions and
key conclusions throughout the paper
Chapter 2 introduces the discussions contained in the paper and the structure
which is followed in exploring those discussions
Chapter 3 discusses the significance of the mining industry and its role within the
South African economy
Chapter 4 explores the state of a South African mining sector by analysing some
industry statistics over the period between 2000 and 2008 mainly
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Chapter 5 looks at what it will take to propel the mining industry forward, first by
looking at what challenges it is faced with, and then by exploring some suggested
solutions
Chapter 6 brings the discussions to a close and concludes with some key points
that are highlighted in the paper

THE SIGNIFICANCE OF MINING IN SOUTH AFRICA

3.1 A Brief Introduction to Mining
Mining is South Africa’s largest primary sector industry. About fifty-three different metals
were produced in South Africa from over one thousand five hundred mines in 2008.
South Africa's in situ mineral resources are estimated at US$ 2.5 trillion - the largest in
the world. The country holds the world's largest natural resources of the platinum-group
metals (88%), chrome ore (72%) and manganese ore (80%), and the second-largest
resources of zirconium, vanadium and titanium. These are resources that the country is
known to have without having exhausted more modern exploration technologies so there
is potential for more discoveries . This means that the earning potential of the South
African mining industry could be increased.
The sector spans the full spectrum of the five major mineral categories - namely precious
metals and minerals, energy minerals, non-ferrous metals and minerals, ferrous
minerals, and industrial minerals.
Apart from its prolific mineral resources, South Africa's strengths include an extremely
high level of technical and production expertise, and comprehensive research and
development activities. The country is the world's biggest producer of platinum, and one
of the leading producers of gold, diamonds, base metals and coal.
In 2009, coal became the largest component of South Africa's mining industry by sales
value, with total sales of R65.4-billion, followed by platinum group metals at R58-billion
and gold at R49-billion - the top three minerals accounting for 71.2% of total mineral
sales. Most commodity prices declined in 2009 due to the impact of the global financial
crisis, which led to production declines for most minerals. South African mining
companies, like most of their international peers, responded to the crisis by cutting back
on supply and closing uneconomic production, which saw total South African mining
production falling. According to the Chamber of Mines, the decline in mineral sales was
driven by the decline in sales of manganese (down 67.8%), platinum group metals (down
36.7%) and coal (down 9.8%).
3.2 The Mining Industry’s Role in the Economy
With the growth of South Africa's secondary and tertiary industries, the relative
contribution of mining to South Africa's gross domestic product (GDP) has declined over
the past 10-20 years. However, the mining industry remains a significant contributor to
the country’s economic development. It significantly contributes to economic activity, job
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creation and foreign exchange earnings in South Africa. The mining sector makes up
nearly one-third of the market capitalisation of the JSE.
According to 2009 statistics, the mining industry’s contribution to the South Africa
economy can be summarised as follows:







Directly contributed 8.8% to the country’s GDP, and indirectly contributed an
additional 10%, bringing its total contribution to 18.8% of GDP.
34% of the country’s merchandise exports are made up of raw materials from the
mining industry. When beneficiated products are added, this figure rises to 50%.
This means that a significant amount of the country’s foreign exchange is brought
in by the mining industry.
The mining industry directly employs 500 000 and another 500 000 are indirectly
employed through the services and support industries. These 1 million represent
10% of South Africa’s employed.
Between 10% and 20% of the country’s direct corporate tax receipts are levied
from the mining industry. These were worth about R10.5 billion in 2009.

This undoubtedly makes the mining industry a noteworthy contributor in the South
African economy. What is also clear, however, is the fact that the industry could as easily
contribute more to the economy both directly and through the downstream and upstream
industries in its full value chain. For example, if more minerals were to be locally
beneficiated the mining industry would earn more foreign exchange through the sale of
these value added products than it does with the raw material.
Given the stagnation of the mining industry in South Africa over the last seven to eight
years, it is important to determine what needs to be done in order to once again grow the
industry. However, before that can be done, the challenges of the sector must first be
mapped out.

FORRARD

4

4 The Mining Sector Decline: Truth or Myth?
Much has been said about the decline of the South African mining industry by various
players both within and outside the mining sector. However, an analysis of some key
mining industry statistics paints a picture more of stagnation than of decline between the
years 2000 and 2009.

Year

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

Number
As % of
GDP from
Employed Economically Mining
Active
R' million
417559
2.6 R 63 391
406994
2.7 R 77 214
415988
2.6 R 92 730
435628
2.7 R 82 770
448909
2.9 R 91 198
444132
2.6 R 105 992
456337
2.7 R 132 301
495150
2.9 R 156 969
518519
2.9 R 210 079
492219
2.9 R 212 469

As % of
Total
GDP

Fixed Capital
As % of Mining
Formation
Total FCF Exports
from Mining

R' million
7.6
R 13 847
8.3
R 15 871
8.7
R 19 802
7.2
R 21 706
7.2
R 17 917
7.6
R 16 743
8.4
R 27 715
8.8
R 39 742
10.2
R 51 266
9.7
R 54 545

R' million
9.9 R 76 304
10.3 R 89 943
11.5 R 109 357
11 R 86 747
7.9 R 89 546
6.3 R 102 486
8.6 R 138 878
9.8 R 161 755
10 R 219 593
10 R 176 390

As % of
Total
Exports
34.4
33.8
32.8
29.8
28.8
29.1
31.8
30.3
30.8
31.7

Figure 4.1: Mining Industry Statistics: data source – South Africa’s Mineral Industry (Report by the
Department of Mineral and Energy Affairs) 2000-2008.

The stagnation of the mining industry is witnessed in its contribution to the economy
when taken as a proportion of the total. For the four key indicators chosen, mining has
remained within a particular range of contribution over the period between 2000 and
2008. Mining sector employment has generally remained between 2.5% and 3% of total
employment, GDP contribution has remained between 7.5% and 10% for the most part
and Fixed Capital Formation (FCF) has (with the exception of one year) remained
between 8% and 11.5%. These facts do not conclusively point to the stagnation of the
industry because it is possible for the industry to be growing and maintain the same level
of contribution to the economy if the economy as a whole grows at the same rate as the
industry itself.
When the absolute values of employment, GDP contribution, FCF and mining exports are
taken the industry appears to have continued growing between the year 2000 and 2008,
declining only in 2009 when the global economy as a whole was in decline. See Figure
4.2. In addition to the increases in these indicators, the mining industry in South Africa
was able to increase production throughout the period between 1986 and 2007 as a
result of some efficiency gains within the industry. This in no way signals an industry in
decline. Although the gold mines in South Africa are by far the deepest in the world, the
mining industry as a whole has much to offer and continued to grow throughout the
period leading up to the 2008/2009 global recession.
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There is one aspect of the South African mining industry that suggests that it is decline,
albeit not conclusive. The South African mining industry is now the fifth largest in the
world, having been the biggest at some point in its history. The country also dropped from
being the from 9th to 10th position in ranking in world exploration spending in one year
which suggests that investors are looking elsewhere to spend their exploration dollars.
This fall in world standings across different aspects of the mining industry is made more
curious by the fact that the country is known to have the world’s largest in situ mineral
deposits.

Figure 4.2: Mining Sector Indicators: data source – South Africa’s Mineral Industry (Report by the
Department of Mineral and Energy Affairs) 2000-2008.

Given all these facts and figures, and the lack of evidence of decline in the industry, it is
perhaps better to characterise the South African mining industry as one which investors
are becoming cautious to invest in since the advent of the nationalisation debate led by
the African National Congress Youth League. To say that the industry is in decline is an
inaccurate description of what the statistics portray. The challenges is therefore not how
to stop the mining industry’s decline, rather how to take the industry forward and keep it
growing.
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TAKING THE MINING INDUSTRY FORWARD

5.1 Mining Industry Challenges
South Africa has the potential to supply a large share of the global demand for many
commodities, but its rich endowment of natural resources and high mineral potential can
only be developed and extended through a vibrant exploration sector.
There exist a number of factors that are limiting South Africa’s ability to increase the
exploration activities in the country. These factors include intense global competition for
exploration investment, the cyclical nature of the mineral industry, Black Economic
Empowerment (BEE), under-investment in critical infrastructure, relatively restrictive
labour practices and the regulatory, legal and compliance frameworks.
5.1.1 A Globally Competitive Cyclical Industry
There are mineral deposits on every continent of the world. However, certain minerals
only occur in large commercial exploitable quantities in specific continents and countries.
Some minerals are more ideally located for mining activities, while others are in far to
reach areas that current technology is unable to safely mine. As mining technology
improves and the industry gets more sophisticated, these formerly unreachable minerals
will become accessible for mining companies to explore. Like most businesses, that of
mining focuses on exploiting the easiest and cheapest deposits first.
The presence of mineral deposits all over the world makes the competition for
investment in exploration activities that can prove the availability of exploitable minerals
quite fierce. The avenues available to companies for these activities pit governments
against each other as they attempt to make their economies and regulatory
environments most attractive for investors to invest in.
In addition to the fierce competition that has to be contended with, the mining industry is
also characterised, more than most industries, by economic cycles of bust and boom.
The market dictated prices of minerals, are highly dependent on a combination of
demand and supply forces and the whimsical nature of the stock market, tend to rise
and fall in a manner that makes accurate planning difficult.
The competition that is present in the mining industry is not one that exists between the
mining companies per se, it is a competition between governments to attract those
mining companies into their territories. There are a few big mining companies around the
world which do the majority of mineral exploration around the world and hardly ever have
to compete with each other. These companies are even able to influence the price of
commodities by holding back or increasing the supply of the minerals they mine. The
increasing global share of exploration has shifted to junior exploration companies as the
major companies cut down on greenfield exploration expenditure globally.
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5.1.2 Black Economic Empowerment
The economic empowerment of the formerly oppressed Black majority of South Africa is
a necessary step in the process of developing a country in which poverty and inequality
are key priorities. For the mining industry, the introduction of the Mineral and Petroleum
Resources Development Act (MPRDA) which repealed the Minerals Act of 1991 in 2004
marked the beginning of a structured approach to BEE with pre-set targets to be
achieved by pre-agreed upon deadlines (few of which have been achieved). Since
enactment of the MPRDA, the mining industry has spent money on executing BEE deals
that are meant to aid them in reaching these targets.
Some argue that the financial resources that have been used to execute these BEE deals
have been diverted from the further development of the industry, which is yet another
reason for the reduced level of exploration. There is broad agreement on the need for
BEE, however, its failure to yield the hoped for results from a broad ownership point of
view has given some weight to the point of view that it is negatively impacting the mining
industry’s ability to invest in exploration and exploitation. However, without Black
Economic Empowerment there can be no real development of either the minerals
industry or the country. The real challenge is to align meaningful Black Economic
Empowerment with mining industry development and steer clear of the approach that
aims to tick boxes for compliance and undermine the spirit of the MPRDA.
5.1.3 Underinvestment in Critical Infrastructure
The South African government has outlined an extensive infrastructure development plan
for the country. It is a plan that aims to improve existing infrastructure to make it better
able to facilitate economic activity, and to develop infrastructure where before there was
none. The government’s infrastructure development agenda is far reaching, but cannot
cover all the infrastructure needs of the country.
The mining industry has been constrained in growth as a consequence of not investing in
critical infrastructure, with power and transport being the most visible manifestations of
the weaknesses in the area of infrastructure. This has led to shortages and increasing
costs. The mining industry can and should take on some of responsibility for developing
infrastructure that is specific to their industry, and engage in public-private partnerships
with government to develop other, more generally used infrastructure. This requires the
consent and active participation of all spheres of government. However, infrastructure so
developed under public-private partnership should not be used to stifle competition and
deny other actors to enter the industry.
5.1.4 Restrictive Labour Practises
Organised labour has proven itself to be a force to be reckoned with in South Africa. Due
to this strength, and in part the historic imbalance of strength between business and
labour in South Africa that led to the exploitation of Black labourers in the country, some
stringent labour laws have been enacted in the country (the labour laws in South Africa
protect the rights of both employers and employees. There are areas of contention such
as the perceived restrictive nature of the laws and that of labour brokers.) The laws have
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made it difficult to fire under-performing employees and have led to the aversion to hire
fulltime employees by businesses.
There are however, some cases in which the labour practise restrictions are matched by
management restrictive practices. Management needs to look forward and work with
labour in a different, more modern way to find opportunities to increase the productivity
of the mining industry workforce. A contributing factor to the productivity problem is the
number of working hours lost due to strikes. Finding resolutions that work for labour and
management is the responsibility of both parties.
Labour productivity in South Africa is only 10% of the most productive mining nations in
the world. This is simply not good enough. That said, the country’s mining industry labour
remains amongst the cheapest in the world. Paying more competitive wages might lead
to an increase in the productivity of mining industry labour and closer align it to the most
productive mining nations in the world. The challenge is that the price of productivity
might in fact be employment.
A review of the country’s labour laws and their impact on its economy since their
enactment could prove a useful tool to determine what it is about them that needs
attention or correction. If this is accompanied by a review of mining industry work
standards, methods and other factors that could influence productivity it would be an
even more powerful tool to guide the direction in which mining industry labour relations
should go.
5.1.5 Regulatory, Legal and Compliance Frameworks
There have changes to the South African regulatory system which were necessitated by
the need to open the industry to increased investment and for meaningful transformation
of the wealth accumulation patterns in the country. The shift from the Minerals Act of
1991 to the MPRDA in 2004 is one of the changes that specifically had an impact on the
mining sector. Under the MPRDA mineral rights are vested in the government and mining
companies apply for “leases” from government in order to prospect for, or mine any
minerals.
It is argued by some that this shift to the MPRDA has resulted in an unfortunate
combination of regulatory uncertainty and inefficient administration. This combination
has led to questions about the security of tenure that mining rights holders have, a
fundamental requirement of mining companies because the business of mining is one
which requires a long period (+/- 20 years) to recover the investments made. The
industry cannot function without certainty of tenure and will not invest without that
security. If it is placed within a political environment in which the rules could conceivably
materially change, the industry is unlikely to grow beyond its current size.
Recent events have shown how a lack of regulatory certainty as well as question marks
over security of tenure which can bedevil any mineral regulatory regime can impact the
industry.
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In South Africa's case, concerns about crony capitalism, the rule of law, threats of
industrial action, as well as the on-going debate on the nationalisation of mines have all
contributed to increasing perceptions of sovereign risk. A way to overcome these and
other challenges facing the mining industry must be found to ensure that it prospers.
Whether these challenges are real or not, the perception that they are is enough to deter
investment in the country’s mining industry.
5.2 A Way Around the Challenges
There is a raging debate led by the ANCYL about how best to reposition the mining
industry for success and shared prosperity in South Africa. The ANCYL has suggested the
nationalisation of the industry as a way to achieve both growth and redistribution. No
alternatives have been put forward by other stakeholders within the industry, only
opposition to nationalisation. That stated, some who have begun to engage in the debate
have stated that the mining industry in South Africa essentially needs to have five key
elements:
1. Security of tenure and transparency in licensing processes
2. A clear mining policy framework and the consistent application of that framework
in terms of economic and other portfolio positions
3. Integrated infrastructure development that allows for private-public partnerships
to ensure that the country is ready for and can facilitate industry growth.
4. Financial flexibility to facilitate competitive corporate structures to support growth
5. Trusting relationships. A national understanding of what is being built must be
developed.
The debate that is occurring in South Africa today is one that is raging all around the
world. It is a debate that is both necessary and appropriate given the conditions that the
majority of the country find themselves living under. What is necessary is to frame the
debate in a manner that will lead to constructive outcomes without losing investment
spending in the country. What is essentially being framed as a decline of the mining
industry is more of a decline in investor confidence which is leading to reduced spending
on exploration activities and mine development, the result of which will ultimately be a
reduction in the mineral production when the mines that are currently operating
eventually close.
What is concerning the investors in the mining industry is not that there is talk of
nationalisation, it is that the talk is happening so soon after the mining charter was
established as the nation’s guiding document for the mining industry. The fact that there
is a growing debate that as a country we have failed to achieve the objectives set out in
the MPRDA and the mining charter and thus contributing to a new debate suggesting a
more radical redistributive policy approach. The concern is that there will be even more
changes going forward, changes that could occur in no predictable pattern and therefore
result in a loss of stability and consistency in policy. In an industry that operates with a
25 year investment horizon, uncertainty is poison.
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Bad rules with certainty are considered better than uncertainty. The proof of this is the
continuation of mining operations by mining companies in countries that have
government participation in the ownership of the minerals e.g. Norway and Botswana. It
is the consistency with which the rules have been applied in those country that make
them “safe” places to invest.

The debate must be had, for as long as is necessary to arrive at a resolution to the
challenges facing both the industry and the country as a whole that will be both
acceptable and beneficial to all stakeholders: mining communities, labour source
communities, labour, government, industry leaders and investors. The debate should be
constructive and focus on the real issues that will affect the transformation and
competitiveness of the industry. Use of emotive language such as nationalisation does
not help the debate nor the intended outcomes and should be avoided. The outcome of
this debate must be a new social development model for the mining industry and the
country as a whole.
6 CONCLUSION
In conclusion, a number of key points that summarise the discussion can be articulated.
These key points are the following:
1. The mining industry has a tough and indefensible history which must be openly
acknowledge and corrected so as to unlock latent growth potential of the industry.
2. It is essential that issues of industry transformation, as much as its
competitiveness, be addressed in developing a way forward.
3. Significant progress has been made and a new phase of engagement is being
developed that seeks to build a new social development model with communities.
A debate needs to be had around the design and implementation of this new
social development model.
4. The outcome of this debate must be a new social development model for the
mining industry and the country as a whole that will be both acceptable and
beneficial to all stakeholders: mining communities, labour source communities,
labour, government, industry leaders and investors.
5. The future of SA and its citizens is far too important to be reduced to a word that
is inherently difficult to define and could ultimately fail the country.
This is a critical time for South Africa's mining industry and its role in the development of
the country. It is now up to all stakeholders to turn adversity into opportunity.
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KEYNOTE ADDRESS
6.1 SPEAKER: Setepane Mohale (Promotion and International Co-ordinator - the
Department of Minerals and Energy)
Programme director, ladies and gentlemen; good morning.
Let me start by thanking the organisers for inviting the department and for availing us
with this opportunity to come and address you as resources close to source, has been an
aspiration of the country for a long time.
I look back into some of the old, old, old documents and obviously pre RDP confounded
but I found an excerpt from the RDP which looks like it could have been taken from the
Beneficiation strategy as adopted last year and it reads “mining and mineral products
contribute 3 quarters of our exports and the industry employs 3 quarters of a million
workers but this could be much higher if our raw materials were processed into
intermediate unfinished products before exports, our RDP must attempt to increase the
level of mineral beneficiation in order to increase employment and add more value to our
natural resource before export, moreover this policy should provide more appropriate
inputs for manufacturing in South Africa” now if I hadn’t told you that this was from the
1994 paper I’m sure those of us who have taken the time to read the beneficiation
strategy in the room would have assumed that it had come from the recent document.
It’s not that we’ve just been delaying or dragging our feet, a lot more work has been done
indeed in the interim; necessary work, technical, consultative, un-political but the
principle remains the same as that which governs the beneficiation strategy as approved
by cabinet in June 2010.
We see that despite more than a century of mining in our country, the only place really in
South Africa which can be said to have transcended a dependency on its mines and its
mining resources is Johannesburg. Across the country, little towns like your Clayville,
minerally endowed which have also established some mining production are now
suffering with massive unemployment, inequality and poverty. Even though operations
remain and thrive nearby their towns.
This story is replicated across the country again from Kimberly to Virginia; we are seeing
some of these trends start to change as the legislation and its enforcement and
engagement with our stakeholders in terms of the SLP and the Mining Charter is really
gaining ground; but we need something much more ground changing, ground swell of a
change in terms of that transformation of that mineral endowment into a long term effect
on our people’s lives.
We see this also as an undermining if you will, of the primary legislation of the key
legislation in terms of the minerals and petroleum development act; objective number 6
of which talk to the promotion of employment creation and advancement of the socio
economic welfare of the owners of these minerals, which are the people of South Africa.
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To realise this goal it is important to diversify the economy away from its dependency on
the exports of these unprocessed and semi processed mineral commodities to higher
value added, more labour absorbing, more knowledge intensive and finished products.
South Africa’s principle policies for economic development, namely the new growth path
and industrial policy action plan identify the centrality of mineral; our mineral endowment
to our development, job creation, sustainable development and poverty alleviation.
One of the greatest ironies and I look to my colleague, Professor Aberdeen, because we
were debating on this yesterday. And I said one of the greatest ironies of our pre crises
2008 growth was that it was at a generally acceptable level, averaging about 4% through
the 2000’s but when we took a stock change in the process of developing the new
growth path, we realised: 1)That unemployment had remained a significant challenge, we
remain at around 40% of labour absorption, which means that only 40% of those able to
work(part of the work force) are actually being absorbed by full time employment). That’s
lower even than Egypt pre - crises, that’s lower than any of our bricks counterparts.
We also saw that we had an inequality as measured by the Gini coefficient that had
slightly edged up and a poverty indices which showed an improvement, which showed a
significant improvement; but put together with those other indicators shows that we were
dealing with an indirect development if you will, an indirect socio economic development
of our people through re distribution rather than through sustainable means such as
employment.
Now I don’t have to tell colleagues here because you’ll be more aware than the average
person but for us to reduce employment at the rate which we did it between 1995 and
2005, without substantially increasing the number of people who are gainfully employed
is going to be very difficult; we started from a low redistributive base and we have all but
depleted if you will, our ability to rapidly accelerate poverty alleviation through increased
taxation and redistribution.
One of the analysis or the reasons that were identified for that trend; a respectable
amount of GDP growth, a respectable amount of poverty alleviation but intractable
unemployment, intractable inequality was that though the level of growth was at a good
level, its composition was the challenge. We saw in this time, the dwindling contribution
to our growth of those critical, those core economic sectors which are; mining, agriculture
and manufacturing.
So while the total quantum of growth was increasing, the absorption of these sectors; of
investment as well as employment, of labour rather was reducing and thus, how you are
able to see higher growth but not growth that affects your employment and your
inequality to an acceptable level. So central to the success of both of these economic
development frameworks, the IPAP and the NGP, is leveraging of our mineral endowment
for beneficiation and downstream value addition.
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South Africa is a country well endowed; some estimate our non-energy mineral
endowment to be around 2.5 trillion US dollars, making it an obvious comparative
advantage for the country. The recently endorsed mineral beneficiation strategy
recognises that fact and that despite the fact that we have this comparative advantage,
the levels of beneficiation have been low and mostly concentrated in the capital and
energy intensive segments of our minerals value chain.
This is indicative of the constraints as identified jointly with our mining sector
stakeholders through the MIGDTT or The Mining Industry Growth and Development Task
Team. Many of these constraints, we identified with that team, cut across value chains
and commodities; I’ll go with these in a bit more detail programme director before we
engage in some further discussion.
The first constraint is the limited access to raw material inputs for local beneficiation.
This limited supply arises firstly as a result of the long term supply contracts, which are
entered into by some of the raw materials producers with overseas beneficiators. The
other challenge is the use of pricing mechanisms such as import parity pricing by raw
materials and intermediate input commodity producers that constrain demand and
growth of the downstream beneficiation industry.
To address this constraint, various policy instruments, such as the MPRDA are being
looked at. At the same time it is necessary for mining companies to come to the fore and
actively look at innovative models for supporting local beneficiation. Due to the small size
of the local beneficiation industries, these models need to take on a more developmental
slant to ensure that they start growing to a point where the beneficiating entities are
internationally competitive.
Infrastructure is a second constraint that was identified in that MIGDETT process and
endorsed again in the beneficiation strategy, and it is here identified as a key pillar for
competitiveness of any sector. I spent almost two hours this morning navigating the
highway from Pretoria, colleagues; Gautrain is here don’t do what I did, ever!; This will be
my last attempt. This is a small side note.
The challenge in mining is often misunderstood, and I have this engagement with a lot of
colleagues both inside and outside the DMR around infrastructure as a constraint; and
some will say but look they don’t want your rail, there are quite happily using the roads,
they don’t want your rail. And I see colleagues already shaking their heads because it’s
not just about the number of kilometres of rail that we put down. But also the efficiency
of that rail and the cost to those producers of using rail as opposed to road.
So in the issues of infrastructure, we’re not just looking at; issues of rehabilitation, issues
of more kilometres. Colleagues would understand in terms of the infrastructure package
at around R800 billion in the medium term that there will be a lot of that but there needs
to be a further focus on its efficiency. I’ll let my other colleagues tell the story but the
same colleague there has a very interesting story around Singapore ports which make
the case quite well.
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The third challenge was around issues of co-ordinating our own knowledge base, so we
note that we have a comparative advantage that needs to be developed into a
competitive advantage; and this is derived from a dedicated and directed research and
development programme as well as applied technologies programmes underpinning the
various mineral value chains. Government itself is sponsoring a number of research
programmes such as the advanced metals initiatives that should be leveraged upon to
provide the necessary R and D (research and development) support required by the
industries in these value chains.
Industries in this case would also be looked upon to play a critical role in terms of that
innovative edge again. In this basket, I think we’ve taken a bit of a step back; having
identified the R and D constraints, we moved a lot of departments and a lot of agencies
to fill this gap and now we’re taking a small step back and trying to co-ordinate all of this
spend across agencies and departments with regards to R and D when it comes to
mining and beneficiation. An example here or a very crude one would be in terms of
streamlining the work of the DMP, the DMR and MINTEK.
The other side of it or the constraint number 4 which is identified was the issue of skills,
also important for the competitiveness or for developing competitive advantage upon
that mineral endowment. Investment in human capital by the sector is known to
contribute significantly to the mitigation of this challenge and co-operation between the
government and the private sector is going to be crucial here.
We have processes through the MIGDETT structure but we also have the CITAs and the
MQA which we are working with now; again, similar to our story in R and D to streamline,
to align disband there and to align the investment and the programmes. One of the
recent successes around skills in the sector was through the new growth path social
dialogue process; in which we had recently released with our social partners, business
and labour, a skills accord.
One of the more innovative, shall I say initiatives within that skills accord was sitting
around a table, a discovery that there is on the one hand; a skills constraint and on the
other hand within mining companies as an example excess capacity to train but the
challenge was this, mining chamber came forward as saying there are 3 000 extra
spaces within our own members which could be freed up but we don’t necessarily, we’re
not in a position to guarantee them employment after a period of training.
It seems like a fairly, a simple matter but 3 000 skills opportunities per year really have
sat idle because we had failed to come around a table with our partners in business and
in labour and to reach a compromise which said that; for these, please business if you
do have the capacity train beyond your own needs and we will agree that those people
are not employees, they are trainees and therefore they are not going to be a necessary
long term burden to that company but rather an input into the skills base of the country.
South Africa’s also a signatory to many bi and multilateral trade structures, these
groupings represent significant markets for our locally beneficiated products over and
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above our own local market, we are also looking to the region as an extended market
under the auspices of the new growth path and that African integration component of it.
Further, we look towards our new or our membership to other such structures as bricks;
which combined, have an estimated population of about 2.8 billion and a GDP of R18.5
billion, again the 2.8 billion is one of the points that’s often thrown at us as being too
small to really enter that fray. It is something that we are seeing as a widening of our own
market and the careful manipulation or the careful implementation of those agreements
is going to be the focus in terms of that market far beneficiated products.
Going forward we looked at these constraints and the mitigating interventions that have
been identified and we look to them to be incorporated into not just the strategy but into
the implementation framework which is being developed now. We will be going on Friday
to consult further with our colleagues in the MIGDETT structure on some of the thinking
around the implementation of that strategy that colleagues are well vexed with, but for
now programme director, I’d like to pause there and open up for a loser format of
engagement.
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PANELLIST(S):
6.2 Pannelist 1: Dr. Iraj Abedian (Chief Executive Officer – Pan-African Capital Holdings)
Thanks very much for inviting me here. I am delighted to have an opportunity to share
some ideas and some insight into this debate. I am very glad that the debate takes us
back to the RDP paper. It highlights two things for me and it’s about economics that deal
with the policy document in the past 17 years. I have to share with you some of my
excitement and frustration. And the frustration is with the fact that how 17 years later we
are in the same spot having spent a lot of energy, having come up with a lot of ideas,
having met up with people, spending a lot of time having coffee and tea, dinners,
luncheons and so on and yet we have not cracked the knot. That highlights the challenge
ahead of us as a nation. In the meantime, for the past 17 years, China has become the
world’s second largest economy; India has become stronger at the rate at which it is
growing; Brazil has emerged itself as a global player both economically and geopolitically
and Russia has done likewise; and yet we indulge in enormous amounts of national
endowments in economic terms; we are still are just repeating what we said 17 years
ago. That as a nation should be nothing else than a wakeup call.
Fact: Beneficiation like any other economic activity is not just about talk and thinking, it’s
not about conferencing and statements of intent, it’s not about the expression of
interest, not is it about ambitions and aspirations. It’s about doing tough things. Business
has to be done in a business manner. We all know that no business can succeed without
taking into account of the initial endowment, the requirements, the rich, the competition
and others. So what are we doing as a nation that is preventing us from doing what we
have to do? And I also submit that within the boundaries of South Africa there is
absolutely nothing that we need to know, there is absolutely nothing that we need to
bring about beneficiation. So any further procrastination, any further delay is simply
failure to tackle national interest by the public, by political leadership and by policy
makers. It’s plain and simple and I want to go through it step by step.
If we look at beneficiation in the mining industry, an example of the best case is South
Africa itself. No country that I know of, and I am speaking of socio-economic policy, that
has managed to use its natural endowment to diversify and develop its economy better
than South Africa a hundred and ten years back. Modern South Africa, modern economic
South Africa, be it in the banking sector, be it in the manufacturing sector, be it the
mining sector, owes itself to the mining sector. But mining sector 110 years ago was
used in a completely different paradigm within a different framework in order to make it
as a pivot around it, as an accelerator, as a catalyst for the diversification and growth of
the South African economy. The emergence of the capitalist market in South Africa, owes
itself to mines. It is the mining houses and the surpluses that they created that led to the
establishment of insurance companies, the establishment of the finance sector. The
emergence and the sophistication of the capital market that South Africa enjoys today
have had its genesis in the rapid growth of the mining sector. For those of you who are
saying what does that have to do with beneficiation, it has everything to do with
beneficiation, that is beneficiation! Beneficiation is not a gold shop and catalytic
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converters even though they are; it’s not just about diamond cutting as everybody
believes is beneficiation. Every time they talk about beneficiation two things come up: it
is jewellery store and diamond cutting. How meagre! Where is our ambition? Where is
our sophistication? The mining sector in South Africa, also to some extent in Brazil, was
the engine of the diversification of the economy. How come? Let’s now unpack it piece by
piece and then put it back together. It is similar to the story of Humpty Dumpty going
down the road, down the hill, it broke up into pieces and we are trying to put it back
again. If we focus on the pieces, we’ll miss the big picture.
Allow me to spend a couple of minutes, I was allowed more time to discuss this issue; I
am grateful for that. If you look at beneficiation as an engine of economic growth we
have got to unpack it into [seven] components:
1.
2.
3.
4.
5.
6.
7.

The downward stream activities
Upward stream activities
Associated mining activities, I will come back to all of these
Mining requisites and logistics
Multiplier effect of mining
New issues of globalization and what it means for mining and beneficiation
Domestic institutional system arrangements if you want to use mining as an
effective tool for diversification

All these seven elements are interrelated and reinforced... I am not quite sure how often
sometimes the downward stream is referred to as the upward stream and the upward
stream referred to as the downward stream but for the sake of not confusing myself, if
we have mining activities, there are a whole lot of activities that precede that like the
supply of yellow machines that are important. Is that downward stream or upstream?;
downward stream, ok I will use that for this discussion, I am quite flexible. Downward
stream activities, once upon a time were the source of industrialization and job creation.
The so called big brands were the hub of the manufacturing of yellow machines. And
what happened to them? And we have to ask the question, the mining houses have to
come in; this is not a political issue, it’s a business issue. It’s either the Chamber of
Mines and the mining houses in South Africa have to answer the following question: If we
have $2.5 trillion estimated worth of resources in South Africa and you ask Southern
Africa to take a multiple of that, I would like to ask mining houses that in the context of
national interest what are they doing to help with bring the yellow machine production
back to the country with these conditions? Because that is beneficiation. That’s where
the real jobs will come and not just for now and for the next 10 years, but for the next
100 years. Currently the yellow machines are being supplied from Sweden and Norway.
This is taking potential employment away from South Africa.
Some experts have estimated about 120 years of mining activities ahead of us.
Therefore, the Chamber of Mines, its member companies and non-member companies
have to ask the following question: What are they doing to maximize the benefit from
beneficiation across mining for the state and for people who want to have access? And
those are a few objectives; those are real jobs and real access given to others. Now
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these yellow machines are just an example, there is a whole lot of scientific laboratories,
geological ore tampering; all of that. Let’s call all of that downstream. I want to ask a
question that why is it that in 2011 still our mining companies have to send their sample
to London and Oxford to be tested and send the result back here? Is that not national
beneficiation? Is that not one source of hiring people in the country? …What are we doing
that samples of resources have to be sent out of the country to be tested in 2011?
Understand trade and economics, understand history, but in 2011 mining companies
being party to that, for me, is an indictment of their commitment to national
beneficiation. I will leave the rest for you to think about but for the time being a chunk, a
major chunk of beneficiation is what may be called downward stream and industry has to
apply its mind to it. Because if industry doesn’t, then there is only one option: and that is
for someone like me to come and say put a banner, nationalise! Thou shall not sell your
goods and thou shall bring it here. And I don’t think that is an efficient and beneficial way
of doing beneficiation.
Let’s go to the upward stream activities. Upward stream activities are the more
unfortunately attractive and media likes that, it’s about jewellery shops and about
diamond cutting. We need to be absolutely clear that in the name of national interest
that there is some limitation. There is limitation to it at least in the next ten years that no
matter how much we would like to and aspire to we are not going to convince Japanese
and South Korean banks, and Northern Koreans and Chinese to bring their flat screens,
laptops and tablets and PC’s and manufacture them here, however much they may need
that. We are not going to equally going to convince the Indians and Chinese to bring all
sorts of activities from the energy sector in the form and manner needed and bring them
here. …in the national interest will be a comparative advantage. And I submit, the limit to
the upstream is much lower than to the downstream, but I am not hinting for a moment
that we should ignore it, but we should be conscious of the limitation.
Mining if done properly, and I am saying it in a cautious way, could create a lot of jobs
and again I don’t have the time to go into detail, but one of my important pet subjects, is
the manner of how mining has involved middle management and co-exist across the
mine. If we mine differently, these could be issues that could be approached far
differently and appropriately; we beneficiate, we create jobs and we do everything. So
mining does not become a trade-off for environmental management. It becomes a joint
production in the language of economics. And it creates a lot of thousands of jobs and
potentially agriculture and like industries. So associated activities to the mining are
essential to sustainable mining and a mining that is conducive to beneficiation for the
country. Remember beneficiation for me is about national interest, whatever creates jobs
and activities in the country which is emanating from mining activities. It is not your
couple of people about diamond cutting and polishing gold, important as they may be. So
associated activities with the mining with another area that the industry has to focus on,
and regulation has to guide it.
Let me move to the fourth area of beneficiation; it is absolutely critical. Energy, already
mentioned; rail and power, already mentioned; road, mentioned; water, not properly
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emphasized enough! Urbanisation, much ignored. There is no modern economy that can
succeed in beneficiation and sustainable development without managing its cities well;
planning its roads; running them efficiently. So beneficiation, to the extent that it is urban
management, is an ignored area. In fact in many ways, the manner in which cities are
managed or mismanaged, it undermines beneficiation. So we mustn’t get too excited
about beneficiation of our cities are in a mess. If government or local government is not
properly done, it will slow down and indeed undermine beneficiation.
The fifth area in terms of requisites for successful beneficiation is in the area of
regulatory paradigm. And here we know MIGDETT has highlighted it, you may have read it
in the paper for ten years or fifteen years. The fact is that we have multiples layers of
licensing for mining activities. We have the DMR, we have the Department of Labour,
Department of Water and this multiplicity undermines beneficiation. The national interest
is compromised through this inefficient process so far. Licensing is administrated
efficiently, and the Minister of Mineral and Resources has repeatedly mentioned this
inefficiency, is another area that undermines mining beneficiation. Remember that
mining, if done properly, is not only about digging the ore and selling it out, it’s about the
whole lot of simultaneous set of activities. So anything that slows down the core activities
of mining is denying the country, the region, the area from its associated benefits.
We know an international preoccupation and national problem that our energy planning
has been poor. In our recognition that ESKOM has not done this is still not dealing with
this issue and we talk about beneficiation without removing that problem. We need to
ask as a nation: if we are doing beneficiation what are we doing after seven or eight
years not allowing independent power producers? What is the problem? Let’s do it now!
National interest is at stake! Jobs are lost or not being created because there are issues
holding it up. And we cannot talk about beneficiation in a serious way if we are not
removing this issue of energy; likewise, with the rail and transport. What is so complex
that we don’t know in 2011? We know where the resources are, we know where the
ocean is, we know where the rail is and there is not progress. So with the issues of
beneficiation, we have got to talk about the issues. So if we are talking about
beneficiation we need to pay dividends to our attention meaning timely, urgently and
focus on what it takes to unleash, enable and unlock beneficiation through mining.
Let me move to the multiplier effect of mining activities. Historically, as I have mentioned,
a host of areas have evolved in the modern South African economy because of mining
and we must not lose sight of it, we must not ignore it in the process that we decide on.
Finance and banking, play a very important role, South Africa does have the capacity not
only in South Africa but also for the integration and development of Sub-Saharan Africa
and we have got to use that for the benefit of, not only beneficiation in South Africa, but
also for the sake of beneficiation in the rest of Africa. And you are not focusing enough
on that. Especially on development and coordination but today you pay a lot of lip service
to research and development and the mining houses are the worst culprits; they talk
about R&D but they do nothing. They take their samples to Australia, to Brazil, and to the
UK but they come to the podium and they talk about R&D. And then they tell the
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government that: “no you are the culprits”. If you take a helicopter view of the nation we
are pointing at each other not focusing on the business. It does not matter who is right
or wrong, maybe we are in a boat and we are busy punching holes in it.
Human resource development is another area. SETAs have had ten years of spectacular
failure and if we give them another ten years they are going to have another decade of
spectacular failure. The history of South African mining, the training colleges that mining
houses had, what happened to them? We have to ask the question. And it is not a
question to the government, it is a question to the mining industry. You know better than
anyone else about your capacity; why are you not opening up those colleges? If you have
forgotten ask for the assistance of the Chamber of Mines. How difficult could that be? So
our mining houses are really not doing their bit. They have become like all share
philosophers who are waiting to find a whole in some policy or political sphere and
pointing fingers using it as a weapon of hammering government. Focus on the business.
Beneficiation is best achieved by focusing on the business. For ten years that I have
been involved in this tangential debate, every mining house has spoken about shortage
of skills. Ten years later and they are still complaining. They have not come together in a
room to try and setup what we used to have before. So that’s an important area. So
beneficiation again is compromised to the extent that mining houses have failed to deal
with the issue of capacity building for the next generation. Another thing is that
globalisation has changed the face. I will come back to the issue of globalisation.
Although when we think of it we keep training them and they keep going to other mines
in New Zealand, Australia and etcetera. That is true. Just find a solution; you are in
business; manage your risk.
Let me move to the national branding which is an important part of the marketing and
multiplier effect of the beneficiation of the use of the mining sector. Branding of the
nation is important. To the extent that over the past ten years during the super cycle of
commodities the real output of mining in South Africa has grown by 1% at most and that
is not a good banding of the mines…So we have to take hold of beneficiation, mindful of
the fact that national brand is at stake.
Let me move to my second last issue which is globalisation. It has changed the fact that
our major mining houses have become portfolio managers; they are not mining houses
anymore. How they approach their mining activities, they focus on their portfolio which
means can I go to Australia this year and come to South Africa next year; how do I
maximise my bottom line? Ghana is more favourable, let’s go to Ghana for the next 50
years until South Africans sort themselves out. If Australians want their super tax, let us
just not invest there, let us go to Indonesia; they have become portfolio managers and
they outsource their mining activities to engineering companies and those specialists
which is fine. But in the process they really don’t care about beneficiation. As a portfolio
manager you don’t care about the regional and local effect. This happened not so long
ago. Yet 20 years ago Anglo America was a South African company; it had its medium
and future existence within the boundaries of South Africa.
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So if you march for the beneficiation of mines it will be maximised right now. Likewise
with profitability; when you are confined to an area, your success is inseparable from the
success of that area. But when you become a portfolio manager you actually talk about
beneficiation but deep down you actually don’t care. In your budgeting, and I invite you to
do that, look at the financials of AngloGold, Goldfields, Billiton and Xstrata all of them,
look at their five year plan and see how much they have budgeted for beneficiation;
because all of them are local portfolio managers. They are not mining companies trying
to enhance the situation; that is one of the consequences of globalisation. And that is
one of the factors that contributes to their lack of concern for, never mind focus on
beneficiation.
My last point; as if globalisation has not done enough damage to what I just shared with
you, the next thing is the mining sector has not glorified itself in terms of institutional
restructuring in order to maximise beneficiation and take care of national interest. The
Chamber of Mines has become an infection, the industry has emerged, all politically
correct but they call it national interest sitting in the boat punching holes; both of them.
So the fragmentation of the institutional structure of the sector South Africa is not
helping our national beneficiation; we all talk politically correct; we do something else or
not. That is the beneficiation story.
My anxiety comes from these sources; my excitement is that: do you have all that it takes
to make a success for the second round of diversification and growth and development
of our sector. Much like 110 years ago, the mining sector today has more potential than
100 years ago to take the South African economy to the second bout of diversification
and growth of the nation and development if we do it the right way and we take care of
the issues. Thank you very much.
7

COMMENTS, QUESTIONS AND RESPONSES

7.1 Comment 1
I am a research analyst and economist. I just have a comment on beneficiation and
diversification. I am from Mauritius originally. Mauritius is the second largest producer of
knitted sweaters in the world. It has a population of 1.1 million people. It has a surface of
8 000 square kilometres. The thing which is surprising in Mauritius is that it is the first
producer in the world of polo sweaters, short sleeves. I invite you to find in Mauritius any
kind of production that is remotely connected to its powerhouse status in the world and
yet we produce. I am not quite sure that we can derive from our 2.5 trillion dollars of
resource under the current conditions that we should be a power house in this industry. I
think it’s a long conversation. I think the conversation should be about, how do we
ensure that the power that we have is expands to everybody’s benefit whether it leads to
industrialisation in that particular sector, you benefit. The question is what are we doing
economically to ensure that our economy thrives and mining contributes whether it is
directly connected in terms of industrial activities or indirectly connected; it is frankly
relevant and it is simply a factor of our own international competitiveness. I am doubtful
that this conversation can lead to the scenario that we have seen in our industry. Without
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the right regulation it will create an illusion in the mining instead of creating competitive
conditions thereby having a pure productive capacity in light of globalisation. Lack of that
will lead to no industry in the mining and lack of competitiveness internationally. That is
my perspective and this thing is interesting because it is close to notion that it goes
naturally that natural endowment leads to empowerment and development. Thank you.
7.2 Comment 2
Just a few comments regarding what has been said. I think this ends up to leadership at
the end of the day. If the will is not there it is not possible to do some of these things, in
the words of Joe Nina for everything that runs it needs leadership so it starts with
leadership.
The second thing is that the mining industry is very compliance driven. So to start if there
is no carrot we are unlikely to do it. And if we look at the Mining Charter itself in terms of
beneficiation, very little is said in terms of what is required and I know now there is a
beneficiation strategy but how do you put those two together? So there is disconnect
right there, so when we take up office we say beneficiation is not clear so let’s take up on
something else. So that’s the other thing.
And the last comment is around education and skill. An in article by the South African
Institute of Higher Relations they quote that 20% of children sitting in Grade 1 now will
actually complete matric. And 10% of those will have management sciences. My question
is do we actually have the right educational offices, can we create the necessary skills to
actually beneficiate. So I think everything is interconnected and I think we have the best
intentions but if we don’t have the systems to actually deliver on beneficiation then we
are on track to make a mess. Thank you.
7.3 Comment 3
I am Isabel Fry. I like your comment on capital, but I think when it comes to the question
of the role of capital and the extent that we can discipline capital to direct it to the issue
of national interest. I think we have just gotten the issue of national interest. I think the
nature of capital in South African is very based on short term extraction, maximisation or
profit making. And there is only a limited role that government can play; we just heard
that. We keep getting told that capital can free. We actually don’t see the fact that the
minerals are here and 21% of capital is going to flee, but for how long? They are going to
come back and they need to come back. So I think we need to be looking differently at
some of these questions. I mean, how to we get capital for this, how do we get capital to
maximise their role and their vision and how we are perceived. I am part of the NEDLAC
negotiations. We come up with different situations, like with the Growth in Business
Summit and we mention numbers and business basically is saying that we are not willing
to come up with numbers that are too challenging because we don’t want to fail. But they
fail on the little ones anyway. So unless we do something differently we will fail, in ten
years’ time we will be in a far more urgent situation.
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7.4 Comment 4
My name is Peter Ruan. I am from Solidarity. My question lies in the first gentleman’s
comment. I think he raised that across the board irrespective of ideology is that people,
businessmen look for profit and extort profit wherever that might be. One of the issues
with globalisation is that if you go anywhere in the world it seems that it is critically
undeniable that businessmen do not see an opportunity for profit here. Something
makes it more expensive and it eats into their revenue if they venture into beneficiation
in South Africa. To tackle the issue of beneficiation will be to create the illusion of profit.
Let’s say that there are two tribes and a river runs through them. And a river runs through
them. On one side one factory produces within the tribe produces at a certain cost of R1
000 and the other side the tribe produces at R100. It only makes sense that production
should take place on the side of the river where the production can be done at a reduced
cost. Any attempt to artificially create a condition where the more expensive tribe is
producing would be detrimental to both tribes. And it will be detrimental to especially the
poorest people who might not have access to things that are produced at high costs. So I
would like to know how we use resources to capitalise on this opportunity.
7.5 Response 1: Setepane Mohale
I think I will take them in order. To your question I think we start by looking at how we
approach the question. I always get frustrated when people say show me where the
minerals are and show me where beneficiation happens and they take that as an
economic case in itself when we know that there was a sustained very focused plan to
make that so; to manipulate the basics of the mineral being here and therefore
manipulatively get them there in the context of an extractive colonial arrangement. So it
is not just economics that says that if the ore is there go an add value to it… so I think
let’s just look at it without any political context. The other side is that, I am not very
familiar, my apologies, with the economic indicators and vitals of Mauritius itself. But
what you are speaking of is of a competitive advantage that Mauritius has developed for
itself. They have developed a competitive advantage from the manufacturing of knitted
wear. But they leveraged off a comparative advantage, whether it is a geographical
positioning, whether that is some other factor and I don’t want to get into too much into
the discussion of upstream or downstream, but the point I am trying to make is that they
have leveraged off from something and that is the same point that we are making in the
beneficiation story. Our comparative advantage is that mineral endowment and we
leverage off that to get a competitive advantage, so I think the story is incomplete on
those two points.
I think, in terms of the comment from you, the issues around leadership, the point cannot
be made any stronger so I will not hop on it anymore; I will just associate myself with it. I
like what you said about a compliance driven mining sector. It does contradict some of
the other input but I think that those of us who are willing, who want to comply and who
want to just know where they enter it is much clear. So we have got a verification
strategy, if you like, and the first from this input is that it did not go far enough into the
specifics of this and that. And I think that the decision that was taken by cabinet was for
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these to be developed a value chain by value chain. So not to try and do one large
cumbersome document but to start with five value chains those being: the iron ore and
steel value chain, the energy value chain; pigment, water catalyst and your favourite,
jewellery. I think that when we do try and develop those implementation plans it will
become clearer specifically which of those generically tools are announced in the
beneficiation strategy, how it will be associated with the value chain and how we will go
about using this.
In terms of the Mining Charter, and again this will become clearly in terms of those value
chains mentioned, but just to point out and I do invite strong engagement on this, but
one of the key successes of the Mining Charter is that we are leveraging off with an
agreement around procurement targets. And so that is the space that we are in even
before those value chain specific plans come out, that we can start engaging on a
commodity or value chain or industry specific basis.
In terms of educational systems and skills, again, I associate myself and I agree. The
approach has been to deal with some of the challenges in our higher education and
training portfolio while strengthening the basic education. We make the point that we
have improved access to education and in terms of our MDG’s we can almost tick that
one off but we have reached a certain layer of a challenge in terms of the quality of that
education, the training of those teachers, and the quality of material, of teaching
material.
I am disappointed, perhaps to admit to Isabel, that there are some challenges in terms of
that process. I am a part of that process and I think that in terms of the skills one,
because maybe it was amongst the earlier ones, but I think that that one is among some
of the better tighter numbers. Again if it is going to be more than a piece of paper and a
photo out, it is going to need ourselves, people like ourselves to continue saying: “where
are those numbers?” and to monitor and actively support its implementation.
I think that in terms of the role of capital and disciplined capital to access, I think is a
very deterministic language and it is very appropriate in certain circumstances when the
colleague has said that there are some who are some willing to frustrate those who don’t
know how to get in and there must go further and spend an amount of time to keep
declining us as to how to implement this thing. They just give them a piece of paper and
let them in from there and that there are those who would try to engage as you were
indicating. I think that it turns down to my frustration that I was trying to soak when I did
my long excerpts from the RDP and Professor Aberdien fell into my trap and began
lobbying for more deterministic action for beneficiation implementation and that dilly
dallying if you will.
The point about the capital that is going to flee, I think that in terms of our own
international engagement, last year the Minister and their aide did a road show, a
promotional road show across North America and Europe and again I have just returned
from Australia and China and the settlement is really one that is does not support this
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idea that there is a great rush out of us that capital is just about to take everything up
and go; and you rightly pointed out the economics of it or a counter to such.
Peter, I think I caught part of your question, I didn’t catch the other part, I hope I have
tackled part of it otherwise you can catch me outside as well. I think the issue of least
costs is incomplete; it’s an incomplete concept by itself. In terms of where are they are
making a decision to invest, I am not always looking for the cheapest labour, the
cheapest land, the cheapest, cheapest, cheapest! There comes a time where issues of
productivity comes into play otherwise nobody would be producing anything at all in the
West. So I do stay critical that we need to look at the whole package of those constraints
that us with our MIGDETT partners have identified and those are the ones that I have
gone through. It’s not about the cost of our productivity, they are talking about issues of
skills, education and infrastructure, access to raw materials; these are all the things that
reduce the effective costs and increase the competitiveness of the industry in South
Africa and those are the ones that we will focus on in terms of beneficiation broadly but
specifically for those issues.
7.6 Comment 5
My question is, and forgive me if I didn’t understand you at all, but at the end of the day I
just wonder whether the whole issue of beneficiation should reside or the jurisdiction
should reside with the DMR. I say that because I am a miner, I understand geology; I
understand how to dig a hole, take the ore out and give it to somebody else. I know
nothing about steel making or diamond cutting. If I heard you prescribing that you should
get an extra point if you diamond cut, if you make the steel; they are completely different
things. I am just saying that’s my view.
The question really, going back to the issue about capital attraction and so on, what are
we doing which leads to something holistic or should we be coming back and saying why
are there no diamond cutters from India or East Africa coming to the country? What is
holding them back? Why is there no such deal outside of shop, here and so on? And I still
come back to the point again; I don’t think we should be prescriptive and have a
situation where we keep insisting that a mining company should have that responsibility
but rather some holistic approach to come back and say: “Let’s track the people who are
good at beneficiation and so on, probably separated from mining.”
7.7 Comment 6
Prof you mentioned the point that 17 years later essentially we are still discussing this
matter and in the policy we are still talking about the constraints. And then at the end of
that you mentioned optimism, that this time it seems like we are going to get it right. My
question to you is what is different this time? What gives you that optimism that we are
going to get it right this time?
7.8 Comment 7
I just want to pick up on that 17 years little story. So yeah, 17 years later we are still
stuck in the same policy paradigm but in that 17 years, my friend just told me, quite a
few people got mega rich. So even if, at one level, and this is an important piece, and I
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think Mark mentioned this point last week; the political and policy shift that took place
about ten years, ten to twelve years, was particular beneficiation to a specific group of
South Africans. And an important, there might be some ideological discord with that or
not, so there has been a shift from social and poverty alleviation and social development
to ownership and empowerment. Was that has been one area of micro-beneficiation in
South Africa. So I think we shouldn’t lose sight of that and that is in a sense there has
been no real policy shift from the legacy of the GEAR strategy and so on and so on; there
really needs to be a fundamental shift and that still continues and even then the wisdom,
and I hear people talking about having to nationalise the mining economy is about
expanding that part of beneficiation. So that is the one piece.
The other piece that I want to ask a question about is I always find that this issue of
beneficiation, and that is why I like the fact that you try to get this to focus on what
makes more business sense because at the moment we are very political about it. And
as long as we are political about it, business is caught in a very, I wouldn’t say tricky
situation, but they are caught in a space where they are able to pay a lot of lip service. I
have got a term for this. Beneficiation, the way the discourse is running at the moment, it
almost seems as that we are starting a kind of a social counter-trade going on. Business
says: “government, listen, if you have got a great policy and regulatory framework we are
going to make sure that over the next 10, 15, 30, 35 years we are going to make sure
that we are going to look after your people. It’s not going to happen.
Over the next 20 years if AngloGold Ashanti and them have their way there is going to be
a revolutionising of the mining industry. Thousands of jobs are going to be lost because
we are going to move away from labour intensive mining to capital intensive mining and
so on. So I am just making the point and in my reading of literature around counter-trade,
I mean to defend acquisition, there is a lot about that, but in my reading of literature very
little counter trade works in any part of the world and here we are kind of depending on a
social counter-trade.
7.9 Comment 8
I find that the conversation that we are all having in these seminars is a very relevant
conversation and it’s a conversation that is taking place globally and I think Mark made
mention of that. But increasingly what I find is that when the private sector engages with
most government, and I will speak to South Africa, it is as though the tone, and that is
what I want to find out from government, is that you have got to look into what our
criteria is without necessary looking at the fact that there is a value proposition on both
part because I don’t think any investor comes to a country because they like that country.
They come to that country because there is profit to be made. But increasingly, having
made their arguments that they are not happy with certain things, it’s as if you know
what for as long as you continue to entertaining particular conversation or debate, we
won’t come to your country without realising that there is value.
There is government in the engagement with the private sector radioing the initiative
saying we all have a lot to offer…but I think they have reached a point in their minds
where they say we will attract foreign direct investment, but we also want to attract it on
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our terms because we do have something to offer. And I just found that most of the time,
you know after the big threat, we won’t come in unless you do this and yet there is
something to offer. And those capitalists keep coming into our territory. You should see
them at the Mining Indaba, we have about 5 000 delegates and all coming from outside
of Africa…they feel that the more that they come here the more promising it is for them.
So you have to engage with them and in terms of what you decide, how you have
conversation and respond counts.
7.10 Comment 9
Dr Abedien mentioned that the mining houses should back up in terms of training. I just
wanted to let you know that some mining houses do invest in universities in terms of
training, but what we should mind is that the foundation educational system in our
schools are weak. For example, in South Africa, there was a survey done here in South
Africa and I was told that we are second last in terms of maths and science. And my point
is that if our foundational education system is strengthened then this will strengthen our
skills base and not only in the mining sector but for the country as a whole.
7.11 Comment 10
I am Eric Miyeni, I am from Parkview. I remember Anglo American, when they realised
that there were no skills, they didn’t have enough engineers, they organised
scholarships, they took, I think, and I am trying to remember now, they had the Allan
foundation, and I find it very disturbing that people like the Chamber of Mines and
mining houses are constantly shifting this educational problem to the government
whereas, Prof Abedien pointed out, there was a time when they said: “we don’t have this,
so we will do something about it because we are the ones with all the money coming out
of this place and we need those skills.” So this whole cause and shifting of this
responsibility to government, let me just tell you, I think we should go back to that time
when I think actually you actively dug out of your profits and create those skills, help
schools, make sure, I mean we had schools which had science laboratories donated to
them by a company because they realised it was necessary. All of a sudden, now they are
turning and all of them are busy blaming the government. And sometimes, being me, I
put it down to race, you see.
7.12 Response 2: Dr Iraj Abedien
If I may, this is a deep question about the two tribes in a village. That is an economics
comparative discussion. At some extent we need to be sure about ownership. That is the
first level of logic. The first level of logic says go where it is cheapest. But that only if you
had a situation which was static. If you go into a dynamic comparative advantage
dialogue, which is where industrialisation and international trade works, you have got to
then look at what makes it more competitive in a dynamic state and it turns out that if in
tax haven islands, the Bahamas, Isle of Man, Mauritius, if they let go of their tax
advantages of 3% to 2% suddenly their comparative advantage vanishes. If Mauritius
now normalises and tax the rich and the crooked that go and reside there, in a normal
way, suddenly the Isle of Man is no longer a destination, the least cost destination. So
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the river that runs through one tribe and separates the other tribe is not in a dynamic
way sustainable.
If you want to do national interest you have to say: What is our current endowment? What
are the areas that we have dynamic comparative advantage? You might say water. And
then try and code it. If you don’t take it and we say forever and forever and ever in the
name of this discourse, I have news for you: China, today, is less competitive than
Vietnam. And more interesting enough, China is less competitive than Malawi. So what
does the Chinese capital do? They say: “Oh, out of China into Malawi, out of China into
Lagos.” And so and so. The point is, let’s not pretend that the ideological assumption
that deals with the first layer of logic which says because today we are less expensive
and we are more expensive is dynamically sustainable. That debate is false. If we get our
energy policy right, if we get our ports and rail right, and that is what leadership and
development is about. If you don’t get it right, and I agree with you, you are doomed!
Don’t blame anybody, history, race of colonial; blame yourself! Look into the mirror.
My submission and this is part of my optimism is that we can get things right; an
international debate, and that is why I am excited about this debate and such debates, to
zoom really on into these issues and get them right. Nothing will come right by itself. The
sources of our competitive disadvantages are not going to disappear by themselves. But
can we make ourselves dynamically competitive? Absolutely! That’s my view. So let’s not
despair that just because we make some mistakes then we are doomed and should be
the end; it’s not. We have made some mistakes; we haven’t planned for our energy
properly; we haven’t planned yet but if we put on the suit now can we get it right? The
best lesson in life is when you make mistakes; then you can’t blame somebody else. You
learn from it and then you move on.
So I am optimistic that you have 17 years of casting blames; we blame race; we blame
history; we blame capital; we blame labour. We focus on organised labour as the source
of destruction and labour has been as guilty as capital but when it suits us then we are
capitalists, when it suits us we are socialists and when it doesn’t we are communists.
National interests get compromise all along the way. So I am not worried that there is a
river that we can’t change. I am very optimistic that sources of our short term
comparative disadvantages are curable but they need leadership; they need
decisiveness; they need less dilly dallying and more focus. It is shrewd and it is good to
analyse our options in any business, but at the end of this session when you analyse you
make a decision and then you say: What are the necessary things?
Let me move to the issue of, I am not sure if it was meant for me, but the issue of
whether beneficiation should be with the DMR or somewhere else, but I think quite
frankly I don’t care where it is; stick them somewhere. You are politicking, stop
politicking. You are politicking because it suits you. But heaven help you if the price of
commodities goes the other way round. You will come at the door and say: “I dig the
whole but now help; I want to do something else”. Why? Because it suits the miners to
play politics the same the way that the Minister of Education plays politics with the lives
and futures of the children. We should not allow it. No, no, I am coming to your point, I
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heard your point; it’s not the first time I have had this discussion. I have had this
discussion with the miners for 15 years; they say we are mining companies, we
specialise in mining, we dig it out, put it on the ground, whoever offers the best price we
give it to them because that is my fiduciary responsibility to go to invest it in my company;
and you are absolutely right! But that is not where the national interest ends. I am not
worried about you, you are not interested in making your role in beneficiation if you just
dig it out the most efficient that you can do and I take my hat off to you. But national
interest doesn’t end there. Does it sit with DTI? Certainly not! Does it sit with the new
Department of Economic Development? I actually have no business with those. But I do
believe that you should not give it to the wings of the market; if you ever think that the
market will solve it they give you the best price now and that they are going to take care
of the national interests; capital is far more brutal, far less emotional than you ever
imagined.
So we need to conceptualise beneficiation in a different paradigm. Maybe we should not
have to force the mining companies to have to do beneficiation. It does not impress me.
But then you go to the debate and you come to your conclusion. If you say that they
shouldn’t, then the miner will jump up and say: “Hey, but I am giving out all the chrome,
why do you force me to give it to someone else to make ferrochrome?” It makes more
sense that I put it on a conveyor belt and bake it and send it into a ferrochrome and I
make the profit. Suddenly he is not a miner anymore. Suddenly he is looking for other
regulatory support which will give him an advantage to use his raw material. Do you get
my drift? So, national interest is a bit more complex and we mustn’t make it either or;
now it is not the situation that thou shalt be the miner and nothing else. All the
commodities that it makes sense for the miner to take it through a few more steps let
him take it and for areas where it doesn’t make sense for the miner to do any further
beneficiation, that is also ok, but we make the policy that somebody else will come and
take it.
I don’t want to push. One of the best ways we make ourselves uncompetitive is to
regulate for those who don’t have a singing voice like me to have systems in a country
with issues. I don’t know if my analogy makes sense. So some of us don’t have the
endowments to have good voices and we mustn’t force them to sing but those who want,
they should be allowed to.
In terms of beneficiation, we were talking about political beneficiation; we are now going
to social beneficiation. There is a philosophical way of choosing. If we didn’t allow those
who got rich to get rich then we would have disruption; they would have made such a
havoc then maybe the situation would be a lot more complicated; maybe. That is a
philosophical thought. In order for beneficiation to rake place here I recognise them and I
am say if that was the price to pay then to keep them quiet, we have paid it. Let’s move
to a national beneficiation; let’s go to a place where all the mining related activities will
flourish for the benefit of hundreds of thousands and their families and so on. I am not
so much, in terms of enrichment, when I am talk about beneficiation. As an economist
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our concerns on development and focus is about how do we use our mining activities to
diversify economic activity in the country. Who gets rich, I am not jealous; simple.
I am sure capital can’t leave South Africa if…you see we talk about capital as if capital is
homogenous and all the capital sits in a dark room and they co-ordinate it. Well I have
news for you!! There is no such a dark room and the capital is as diverse and
heterogeneous as any other group we like. What does that mean? It means that different
capital can still be attracted. If you open a frontier region with no legislation, with no
regulation, you will attract cow bow capital. You can do it in a sensible way, already there
will be control, and you regulate and say don’t argue with national interest, you will
realise enough capital coming of the right type who have that kind of reach. So, I can be
proven wrong, but in the history of social economic development for the past 200
years…we know of no case where capital has dried up. We know some capital has run,
other capital has come. For example, we often say such and such a destination is
corrupt, this government is too old, and then we look around and you see business going
on; that’s capital. What type of capital? The capital that likes corruption, likes frontier
destinations, hates regulation, hates structure and etc. you go the other way, you
regulate the national interests, you argue why, you do the roads you fix your roofs, you
also get different capital coming. For example, South Africa now is ranked number 1 in
terms of financial sector regulatory and prudential framework. And this is agreed by the
head of the US and the head of the UK and all other countries.
Now if you are sitting in Kuala Lumpur, or Singapore or France and we are investors who
wants to put his/her money in a destination which is well governed, where will they put
it? They will put it in South Africa!! Are you surprised that we get so much bond issues
coming through? Are you so surprised that the JSE attracts the most interest? It’s not
that there are other destinations that don’t have better returns. But those better returns
are for the cow bow capital. These regulations encourage investors to put their money in
a country which is properly managed. I understand that it is also for the return, but that is
the kind of capital that is earned. So let’s not pretend that if we do this, all the mining
houses will close down and go home and we will die. We won’t! you get your endowment
issues right, you get your health and safety policies right, you get all your concerns and
activities right, you know what? You will attract more of the right capital; right meaning
aligned with the national interest. I am an economist and say that any regulation attracts
the right matching capital.
So I don’t believe that we should get ourselves into hysteria that if we do the right thing
for national interest then capital will pack up and go. We will have capital but we won’t be
able to benefit, but in the same minute other capital will come. My belief is that in this
politically charged environment let’s focus on the developmental issues. And education is
an issue; let’s deal with it… and also let’s not say that if we do one thing it would harm
us. Let them have their own opinion because this is important for our mining
beneficiation.
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7.13 Comment 11
I thought it was very important that we walk away from this seminar believing that mining
companies are not doing anything regarding education. In fact we do a lot because we
understand that we have got to make sure that we have skills from the surrounding
communities in order to make money. So we do put a lot into education around and in
the areas that we are in. I think it is still incumbent on the government to make sure that
the system works. We were on Outcomes Based Education, I don’t know what we are on
now, I have lost track, but that is the point that I was trying to make.
7.14 Response 3: Setepane Mohale
I think Zandi’s last point was my view directly, but I heard it in public. I think you covered
the other ones and if time allows I will cover the others. But it is difficult to work around
and admit to the issue being a very short government beneficiation drive. I think he has
articulated, from a literal position, very well just in terms of the basics of it. The
legislation around Mineral and Resources Development Act, at the beginning of
production of raw materials is the DMR. So at the beginning of the value chain, before
you upstream and such, is the DMR. But it is not going to be possible for the DMR to
ensure beneficiation and to try…I am not going to be involved in talking to people or
talking to them about the tax breaks for getting them to use fuel products. That proves to
be when our colleagues at the DTI take over. So we in a departmental process,
underneath the auspices of the economic focus are the IMC which brings together the
head of economic development and head of industry. But anybody can mention that if
you go to any of them we are all trying to work as far as possible in a very integrated
manner. And this goes to help when engaging with the potential investors. So when
people come in to engage on beneficiation with regards to the iron ore steel value chain
which will be prioritised along with energy we engage in a departmental process. So we
don’t have to employ other people and you don’t have to get contradicting answers and
we move faster.
I think in terms of the issues around the deadline for implementation we are launching
the implementation forum or framework rather. And as indicated whiles I was speaking,
part of my challenge is that we have not engaged formally with cabinet, we have engaged
with our departmental colleagues and not with our colleagues at the league; we have
engaged with them at the tact team level. So those plans are being developed and will be
ready for consultation in the next three months before the end of this year, and I am
actually saying this without fear of contradiction, that the plan for two of those value
chains would have been released and will be strengthened further. There is not yet much
to implementation in terms of a start and enter-in point. There is work going on and not
just on the education level but in terms of beneficiation and engagement on the
beneficiation issue already before the plans comes out with some of the mining houses
and there won’t be an end to it if you will. But in terms of the action plan for the short
term, they will be developed for the five value chains and by the end of this year they will
be able to be looked at more openly.
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I think in the other question, the issue of certainty came up. And I want to be
opportunistic in the way that I use it as well because when I utilise the mineral resource I
go in about implementation and I am like: “You have not yet implemented? So you are
also in the dark?” I think that further context of it is also important. When we argue about
what is not it has a lot of ideologically important components of it which at the time we
were not in a position to implement in terms of our economic development facility issues.
So I don’t think… this is not to make an excuse to say that we have been stabilising for
the last 17 years. It is not to say that when that was published we should have had a look
at it and should be far ahead now.
Definitely now we have reason to be optimistic, and because he didn’t answer your
question I am going to be opportunistic again and covering there for him, I think part of
the reason to feel optimistic now is around, not about the implementation, but around
the leadership around the implementation. The economic sector which is chaired by
Minister Nkwiti and Minister Pandor has prioritised the issue of beneficiation. It is central
to the new growth path. So instead of just paying lip service, lip service to these issues,
the best thing is, the announcement happened in July 2011 with setting around the
establishment of key ministerial, DG level and provincial level task teams which are going
to deal with very specific issues. One was around infrastructure and mining. We said we
know where the mines are but we were making sure that it is implemented or done in an
integrated fashion. Not to be crude but if you don’t have the constant relationship with
coffee you will find that the task force will be building a railway going that way and we are
talking about beneficiation which will need one going that way and so these are very
important forums, the coffee is good and the rest will be done.
I think the other one which is quite interesting is the reduction of a turnaround time and
the hurdle of mining, water and environmental rights. So, substantial intervention will be
committed to the Water rights issue. I will make that available to yourself and the public
in terms of the reduction and turnaround time. But the other point you made is about the
Eastern Cape and people having to go to multiple doors. We are working towards an
administration task team which will identify and facilitate the implementation of key
projects for the growth path and for job creation. I think that is going to be almost the
embryo to work to till you know what you have in mind in the long term.
The part which was covered very well by my colleague is the other point that not all of this
has to be rapidly integrated. There are some value chains where integration is critical for
its own viability but they don’t all have to be rapidly integrated. And in terms of the issue
that came out from you, Zandi, it happens to make business sense. So we have got the
overall framework in terms of beneficiation strategy coming, but the value analysis
collected from the strategists of commodities and we derive from those five value chains
from which we have done the analysis in terms of the viability and in terms of our
endowments. So it’s not just going to be on the surface of implementation that whatever
you are digging up now you must apply XYZ to it. There are going to be clear priorities in
terms of commodities and value chains and where it is viable in the short, medium and
long.
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Your other point about engagement, I think in terms of our approach I think the new
growth path and a mini part of it got muddled in our discussions publicly. But the new
growth path is very clear that in terms of the jobs that need to be created, only 20% of
those maybe can be created by it can be created through hiring more doctors, nurses,
and more public servants etc. to do public service by itself. The rest will have to be in
partnership or driven by the core industries like manufacturing, mining and agriculture
and the arrangements in those; I don’t need to fluff over your point and loose the
essence of it. But that is the awesome plan in which we engage. We engage guided by
that and the inter-departmental focus.
I think the other point here, and I keep making the point here Zandi if I lose you over
here, around MIGDETT and I think we engage weekly with our stakeholders. And for those
of you who are in the MIGDETT task team but the past few months have been a bit dry
and I will ask that you will be receive invitations to discuss the implementation and the
development thereof. The point about education and information, I think the point was
corroborated by other colleagues. Thank you.
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EXECUTIVE SUMMARY
The South African mining industry as a whole is, contrary to popular sentiment, a sunrise
industry with large proportions of the world’s mineral resources. These are resources of
platinum, coal, manganese etc. South Africa’s mineral resources are at an estimated
US$2.5 trillion. This presents a great opportunity to make the next century of mining a
more inclusive century in which most South Africans benefit from its mineral resources.
In order to maximise the benefits of the mineral endowments of the country, mineral
resources must be locally beneficiated. Though some beneficiation takes place in South
Africa, and has been growing (having grown at an average growth rate of 22% per annum
between 1992 and 2008), it still constitutes a small percentage of the overall mining
industry. Only about R87 million of the almost R300 billion of the minerals mined in
South Africa in 2008 were beneficiated in the country. Increasing the size of this industry
has the potential to lead to gainful employment creation that is necessary to eradicate
poverty in the country.
Growing the beneficiation industries in South Africa requires addressing a number of
important challenges that continue to hamper potential of the industry. These challenges
include skills development, infrastructure development, ensuring mineral supply to the
beneficiation industry, correcting unfavourable pricing, increased research capability etc.
A number of solutions to these challenges are in place, though not at the scale necessary
to radically alter the state of the beneficiation.
This paper, based on the second of the six Mining For Change seminars hosted in
partnership with AngloGold Ashanti and Motjoli Resources, explores the state of
beneficiation in South Africa in brief and the challenges it needs to address if it is to grow
and develop into a meaningful contributor to the South African economy.
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8 INTRODUCTION
The history of mining in South Africa goes back to the late 1800s when the first
diamonds were discovered. Ever since the advent of mining in what is now the country’s
Northern Cape province, mining towns all around the country have sprung up and
communities formed around those mines. Of all the mining towns that have emerged
over the years, only one was able to develop beyond its dependency on raw mineral
exports, Johannesburg. The reason for Johannesburg’s development has been the
creation of industries that have supported the mining industry, but are not necessarily
dependent on the mining industry for their success. Mining, though used as a
springboard for Johannesburg’s development, is no longer the pillar that holds the city’s
growth ransom. In order for South Africa as a nation to grow and create jobs that lead to
sustainable development and poverty eradication, more mining towns need to grow and
diversify as well as Johannesburg has over the years. Arguably the best way to begin the
process of ensuring that this growth occurs is to locally beneficiate the minerals mined in
those towns so as to develop other mineral based industries and general mining services
industries that can lead to economic growth.
The Beneficiation Strategy (2011) defines beneficiation as “a process that entails the
transformation of a mineral (or a combination of minerals) to a higher value product,
which can either be consumed locally or exported.” A weakness of this definition is a
failure to make clear the need to define the level of value addition that minerals must
reach in order for them to be considered locally beneficiated goods. As a result, gold
mined and smelted in South Africa is exported and sold back to the country as jewellery,
which essentially wipes out the value added locally. If meaningful beneficiation is to
occur with local minerals, it must be clearly defined as the processing of minerals to the
point that no additional value can be added before consumption or use. In this way
supporting industries can develop around the mining industry that currently do exist in
the mining towns around the country on any meaningful scale.
8.1 Challenges Facing Beneficiation Industries
Local mineral beneficiation forms a critical part of the economic strategy of South Africa.
However, there are a number of challenges that make it difficult to ensure that
beneficiation occurs within the country, and especially in the towns where the mining
operations are set up (though beneficiation does not necessarily have to happen in a
town nearest to the mining operation). These challenges include, but are not limited to
the following:





Lack of coherent government policy on beneficiation and a coordinated delivery
mechanism, across government (e.g. the investment in the Sasol technology,
development of Iscor and the aluminium industries in South Africa and
Mozambique would not have happened without government policy support and
active involvement)
Lack of government incentives/disincentives to drive beneficiation
Lack of competitive access to minerals for local beneficiation
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Unfriendly minerals pricing mechanisms for local beneficiation
The lack of appropriate infrastructure
An absence of local knowledge co-ordination
The unavailability of the right skills to ensure competitiveness of the beneficiation
industry
Difficulty in accessing international markets by locally beneficiated products

There is no doubt that South Africa has, by most measures, a superior mineral
endowment. However, it cannot be assumed that having a superior mineral endowment
will directly translate to superiority in the beneficiation industry – unless there is a
deliberate effort to make it possible. Countries with little to no natural endowments can
rise to the top of industries that require natural resources (renewable and nonrenewable) as inputs. Mauritius is a case in point. With little to no cotton farming in the
country, Mauritius has managed to become the second largest producer of knitted
sweaters in the world.
The government has worked to put measures in place to overcome the challenges faced
by the local beneficiation industry. The challenges listed above, along with the measures
put in place by government will be explored in some detail as per the discussions that
took place at the second Mining For Change seminar that took place of Friday, 11
October 2011 and some additional research into the issues.
8.2 Structure of the Paper
This paper is sub-divided into four chapters which serve to delve into various aspects of
the beneficiation debate as advocated by the various parties to the discussions at the
second seminar. The paper follows the following structure:






Chapter 1 is the executive summary giving the synopsis of the contents of each
chapter and their key messages
Chapter 2 serves to formally introduce the discussions to be covered in the paper
and the structure that they will follow
Chapter 3 delves into the matter of beneficiation as an arm of the mining
industry. It explores the trends in local beneficiation and the prospects for growth.
It then looks at the challenges that are hindering the industry’s ability to reach its
full potential as well some possible solutions to those challenges.
Chapter 4 concludes by building a bridge between the opportunities and the
challenges of the beneficiation industries to show how they can be resolved and
harnessed.
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9 BENEFICIATION WITHIN THE CONTEXT OF THE MINING ECONOMY
South Africa has an estimated US$2.5 trillion non-energy mineral endowment. The
exploitation of some of this mineral wealth contributed to the steady growth in the
economy throughout the decade leading to 2008. Unfortunately unemployment
remained a challenge in South Africa even during the period of good growth (average of
4% per annum) because only 40% of those able to work are absorbed by full-time
employment. Some poverty reduction occurred over this period of economic growth,
however, it happened through indirect means that did not actually empower people, but
made them remain dependant on government. The composition of the economic growth
was not of the kind that reduces unemployment.
Increasing employment is the best way to further reduce poverty because South Africa
has reached its capacity to increase taxes that can be used to continue the kind of
poverty reduction efforts that led to a decrease in poverty over the last decade and a
half. Making the mining value chain more labour absorbing by increasing local mineral
beneficiation can significantly increase employment.
South Africa’s Mineral Report (2003) published by the Department of Minerals and
Energy (DME) defined beneficiation in the following manner, “. . . (it) involves the
transformation of a new material (through the production process) using local resources,
to a more finished product, which has a higher value than the sale of the raw material for
export”. By this definition, beneficiation in SA has been of the magnitudes in Figure 9.1.

Figure 9.1: Beneficiation per Annum: data source – South Africa’s Mineral Industry (Report by the
Department of Mineral and Energy Affairs) 1992-2008.

The South African government has made it clear that it is committed to the promotion of
local beneficiation where it is economically justifiable (MPRD), although the meaning of
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economically justifiable is never discussed. The development and release of the
Beneficiation Strategy is testament of the fact. That said, local beneficiation remains a
very small percentage of total mineral sales. See Figure 9.2. Even in 2008, well over 70%
of South Africa’s minerals were exported as raw material. Only about R87 million of the
almost R300 billion of the minerals mined in South Africa were beneficiated in the
country, and this was after the beneficiation industry had experienced a 14 year period
of an average growth of 22% per annum.
Much is yet to be done if the maximum possible value is to be extracted from the
minerals mined in the country. Unfortunately, what is recorded as beneficiation in the
main is not the conversion of raw material into finished goods. It is often the conversion
of raw material into intermediate goods which are to be used in other production
processes before they are resold to South Africa for a higher premium/profit/value. If
meaningful beneficiation is to take place in South Africa, this approach to measuring
beneficiation must be altered to better reflect what level of beneficiation per mineral is
referred to when it is recorded.
A few other challenges (some of which are referred to in the introduction) need to be
addressed if local beneficiation is to be a material contributor to South Africa’s growth
and development. The following section looks at some of these challenges in some detail
as discussed at the seminar along with some additional information.

Figure 9.2: Mineral Sales: data source – South Africa’s Mineral Industry (Report by the Department of
Mineral and Energy Affairs) 2000-2008.
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9.1 Challenges to Beneficiation
A number of challenges to beneficiation were identified by the key note speaker, the
panellists and by the seminar attendants. The purpose of identifying these challenges
was to continue the process of articulating and formulating some workable solutions, or
highlight those that have already been identified and put into place in South Africa. This
section seeks to outline these challenges and their nature, along with some possible
solutions to them. It is by no means an exhaustive list of challenges, but it arguably
represents those challenges that are most likely to have the most positive impact on the
beneficiation industry in the country if resolved.
Those challenges that can be grouped together have been, and their suggested solutions
given, in brief, alongside them. Much more can be done to further develop the solutions,
however, the purpose of the seminars was simply to begin to develop a framework from
which more robust and workable answers to the problems can be developed.
9.1.1 Limited Local Access to Raw Material
The local beneficiation industries can only beneficiate as much of the mineral commodity
as they are able to get access to. A big reason for the limited amount of beneficiation is
the inability of the local industries to get access to minerals. There are a number of
reasons that limit access to minerals for locals, but by far the biggest of these are the
pricing mechanisms used by raw material and intermediate commodity producers and
the long-term supply contracts that they are locked into with overseas customers.
Import parity pricing (IPP) is a pricing policy adopted by suppliers of a good for their sales
to domestic customers. According to IPP the price is set at the opportunity cost of a unit
of an imported substitute good. As such, price is set equal to the world price converted
into the local currency (Rand), plus any transport, tariff and other costs the customer
would bear if they were importing the mineral (Parr, 2005). This approach to pricing
imposes a penalty on local mineral consumers instead of giving their due advantage for
their proximity to the minerals. Effectively, South African mineral consumers pay a higher
price than their international counterparts for minerals mined in their own backyard. This
has the effect of reducing local demand for minerals, either for consumption or
beneficiation, which in turn constrains the growth of the downstream beneficiating
industry.
The long-term nature of the supply contracts entered into by local mining companies with
overseas customers restricts the local supply of minerals. Even if local consumers could
afford to pay for these minerals at IPP levels, the mining companies would not have the
additional supply available to sell to them. Some remedy to this situation needs to be
found if local beneficiation is to increase and help create jobs.
Both these challenges should theoretically be possible to resolve through the use of
regulatory tools. Just as is done with certain products in the country, restrictions on
producer prices can be set that make it impossible for them to charge anything more
than the world price of commodities to local consumers and the beneficiation industry.
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This can be done through the tax regime, parliamentary processes that outlaw certain
pricing practices or a host of other tools available to government that can help ensure
that the proximity of the local beneficiation industry to the minerals can be turned into a
competitive advantage.
As with the price, regulation can also be used to guarantee the supply of minerals to the
local beneficiation industries. Limits can be set on the amount of minerals to be exported
from South Africa, or restrictions set on the export of minerals before local demand has
been satisfied. The one major issue that must be considered when using regulatory tools
to achieve these goals is the extent to which they align with international trade regulation
as set out in the General Agreement on Tariffs and Trade (GATT) which the South African
government has signed up to.
9.1.2 Infrastructure Needs and Local Knowledge Co-ordination
There is a general lack of the appropriate infrastructure to ensure beneficiation in South
Africa. In addition to the absence of infrastructure, the efficiency with which
infrastructure is designed and developed leaves much to be desired. As a result, the cost
of this infrastructure tends to be a lot higher than it should be. These two challenges
need to be addressed if the infrastructure problem is to be resolved. Not only is the
infrastructure important for the actual beneficiation processes, it can help facilitate the
dissemination of knowledge within the industry.
Government has embarked on large scale infrastructure development projects that have
yielded remarkable results across the nation. This work must be better co-ordinated
across departments, provinces and the three spheres of government, and better focused
on strategic aspects that can lead to the growth of key employment creating sectors.
Developing infrastructure that links products to markets from points with large mineral
endowment, to points of beneficiation and then to ports and other places that can
connect these goods to consumers, both local and global would increase the market
penetration of locally beneficiated goods.
South Africa has a mineral endowment that gives it a potential advantage that is
available to the country to use in its pursuit of economic development. In order to turn
this comparative advantage into a competitive advantage necessary to ensure
development, a co-ordinated process of knowledge development and dissemination
must be developed. Conducting research and developing new processes of beneficiation
that can make it possible for South Africa to beneficiate minerals (to the final product
stage) cheaper and better than all other nations will ultimately determine the long-term
viability of the beneficiation industry and its contribution to economic development,
employment creation and poverty eradication.
Government is sponsoring some programmes such as the Advanced Metals Initiative that
can be leveraged upon to provide the necessary R&D support – government is currently
trying to ensure co-ordination amongst the various agencies and departments on R&D in
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the mining and beneficiation industries. This is a positive first step that needs to be
taken further to ensure sustainability.
9.1.3 Skills Shortage
In order for the beneficiation industry to grow in South Africa, there must be sufficient
supply of skilled labour to fill the employment opportunities that will arise from the
growth of the industry. Without this pool, the industry will simply stagnate.
South African mining companies had training colleges that were used for the continuous
development of the right skills sets to ensure the continued growth of the mining sector.
These colleges have been closed. Some investment needs to be made in the
development of the requisite skills to ensure sustainable growth of the beneficiation
industry. Using the facilities that these closed colleges have would be a good starting
point for a skills development plan specific to the mining industry.
Of interest is that mining companies say that even though there is a skills shortage, they
have excess training capacity – they have the capacity to train 3 000 more people per
annum, but they cannot guarantee their trainees employment afterwards so they forgo
the training. The mining companies have stated that they are only willing to take on
trainees if some agreement between them, government and the trade unions is reached
stating that they have no obligation to employ the people they train after their training
period is over. Linking this training to the beneficiation industry instead on direct mining
could help alleviate some of the pressure on mining companies to employ their trainees.
Investment in human capital development is critical to overcome this challenge. Sector
Education and Training Authorities (SETAs) are one way to try and streamline the
investment spend in human capital development within the various industries. The
resources already available at Mintek can also be leveraged and further augmented to
conduct more research and train more people to do this work. Other options exist for
increasing the available skills like partnerships between the 23 institutions of higher
education in the country and the industry to specifically train and develop the necessary
skills needed to grow the beneficiation industry.
9.1.4 Market Access for Locally Beneficiated Goods
One of the potentially big challenges that would need to be addressed if South Africa’s
beneficiation industry is to grow, especially with government support, is that of ensuring
market access for the beneficiated products. This challenge could be especially
pronounced in those markets that are currently dependent on South African raw minerals
to support their beneficiation industries. If part of the backlash involves placing trade
barriers on products beneficiated in South Africa, then the country will either have to
grow local demand for beneficiated products or find alternative markets for these goods.
Various bilateral and multilateral agreements that will make market access for South
Africa’s beneficiated goods possible have been entered into by the South African
government. One of the more recent such market opening agreements is the
ascendance of South Africa to what is now known as BRICS (Brazil, Russia, India, China,
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South Africa). These BRICS countries, with a combined population size of 2.8 billion and
an estimated combined GDP of US$80.5 billion, can serve as a market for South African
beneficiated mineral products. Although it is argued by some that SA is too small to enter
this fray successfully, it makes no sense not to try.
10 CONCLUSION
Having grown at a growth rate of 22% per annum between 1992 and 2008, the partial
beneficiation industries in South Africa remain small relative to the mining industry. In
order for the beneficiation industry to grow to the 2009 size of the mining industry, the
beneficiation industry would have to grow at a sustained real rate of 126% per annum
over a period of 10 years or 50% per annum over a period of 20 years. Achieving these
growth rates is a difficult task in and of itself, when this is compounded by the challenges
that the industry is faced with it becomes near impossible.
The six aforementioned challenges significantly reduce the probability of South Africa
ever achieving the stated goal of local beneficiation of its own minerals unless they are
properly addressed. The six challenges are:







Lack of competitive access to minerals for local beneficiation
Unfriendly minerals pricing mechanisms for local beneficiation
The lack of appropriate infrastructure
An absence of local knowledge co-ordination
The unavailability of the right skills to ensure competitiveness of the beneficiation
industry
Difficulty in accessing international markets by locally beneficiated products

If South Africa is to successfully develop the natural resources beneficiation industries
required to create employment and contribute towards the poverty eradication effort,
leadership from both government and the mining industry players (investors,
management, labour and communities) is needed in order to remove some of the cogs
blocking the growth and development of these industries.
Before the estimated US$2.5 trillion’s worth of minerals below South Africa’s soil are
mined, a clear plan mapping out how the challenges facing the industry are to be
addressed in order to create the conditions under which beneficiation can develop and
thrive must be created and set into motion. This plan or strategy must be developed and
agreed to by government, industry leaders, communities and labour. This needs to be a
plan that will ensure that there is equitable distribution of the benefits of mineral
resource mining and beneficiation.
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[BLACK ECONOMIC EMPOWERMENT: HOW CAN WE MAKE IT WORK? TRANSCRIPTION]
Black Economic Empowerment is an integral part of the transformation of the economic landscape in South
Africa. Using the mining industry as a tool to achieve economic transformation has the potential to unlock entire
communities to the South African economy. If properly managed, the process could help reduce inequality quite
significantly and open up opportunities for South Africa where before there were none. Given what has already
been done, policies put in place, what is the next step?

Key Note Speaker:
Mr Etienne Nell (Managing Director Singular Systems)

Panellist(s):
Mr Duma Qgubule (Founding member
and Director at KIO Advisory)

Mr Rauten Hofmeyr (Director at Kirkham
Ventures)

AUDIO/VIDEO TRANSCRIPTION DISCLAIMER
This document is a transcription. Please be advised that this transcription was done from
a video audio recording. As such, the quality of the transcript is impacted by the quality
of the recording and may not be as accurate as having a certified court reporter in
attendance who can verify terminology and speaker identifications. Therefore, please
note that the certification is to the "best of our skill and ability".
While it is believed to be current and accurate, it is not warranted to be so. Should any
inaccuracies or omissions be found, please notify Forrard at info@forrard.com for
correction. Divergence from the original in format and pagination are to be expected. As
a transcription, this is not a legal document in itself, and should not be considered
binding on any person. The document is merely a convenience for reference by
interested parties and stakeholders to the debate and discussions of the Mining for
Change seminars 2011.
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ADDRESS BY THE CHAIRPERSON
1.1 Nonkqubela Mazwai (CEO of Motjoli Resources)
This debate it started off a long time ago with the Freedom Charter of 1994, the RDP
document, ANC mineral policy of 1993 which all culminated into the outcome of what
became a compromise coming out of the CODESA negotiations. The compromise was
essentially prioritising a political settlement which was, it was hoped, at the time would
deliver economic freedom. It is against this background that within 12 months, when the
ANC will be hosting a policy conference at which the management of South African
mineral resources will become a sharp focus that Motjoli Resources and Anglo Gold
conceived the idea of setting up a series of seminars.
Ladies and gentlemen, my name is Nonkqubela Mazwai. I am going to be chairing this
seminar today. This is the third of a series of six seminars. The first one was trying to
address the question of what South African mining industries need to grow and prosper
and the second one was looking at beneficiation.
Today we are looking at mining industry BEE deals: lessons for the future. So, yes you are
in the right seminar, mining for change and welcome. I have to first start with
unfortunately apologising; our key note address speaker from the PIC at the very, very
last moment had been cancelled and they will not be making it today. To make up for
that we have done a number of things 1) Breakfast is free 2) we do promise you a robust
discussion and debate on the topic of the day.
We do have today 3 panellists. Welcome. We have on my extreme right hand side, we
have Duma Qgubule. We also have Ralph Hofmeyr and Etienne Nell, they will, prior to
their discussions, give a little bit of background as to who they are.
At this moment ladies and gentlemen, please allow Mr Nell to address us.
I actually forgot to mention one very small detail, besides the free breakfast and the
robust discussion, those attendees who paid to be here will be refunded because our key
note speaker did not make it. We will try and make arrangements as to how this will
happen. Thank you, over to you.
2

KEY NOTE ADDRESS

2.1 Mr Etienne Nell (Managing Director - Singular Systems)
(Speaking in replacement of Elias Masilela, CEO of the Public investment Corporation)
Morning ladies and gentlemen. I trust that I am a worthy replacement for the key note
speaker. I sincerely hope not to disappoint. Nonkqubela and I have known each other for
quite a few years and she knows how passionate I am about BEE.
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My background is stock broking; I was fortunate enough to be in that industry for 17 odd
years primarily focusing on corporate stock broking and ultra-high net worth trading. But
last year I came to a crossroads in my life and made a decision to leave that industry and
pursue something that I feel quite strongly about, the empowerment of the masses and
creating wealth for the man on the street so it’s one thing to be a broker at Investec or
HSBC or Barnard Jacobs Mullet and deal with a certain level of person. How do you help
the man on the street when this country’s got so much potential? So I basically joined a
company called Singular Systems and we looked at how do we create liquidity in BEE
schemes and that’s why our discussion this morning is BEE, the way forward.
So now just to quickly give you background of where we are right now. Corporates are in
essence vying for a scenario of; once empowered, always empowered and you can
almost understand why, because in the traditional BEE deals you’ve got the scheme
running for five years, be it broad based or a couple of high net worth individuals and, at
the end of the 5 or 6 or 10 year scheme life the guys usually take their shares, cash out
and the company is left without a BEE shareholder. On the other hand you’ve got
government insisting that you need to have the broad based black empowerment
exposure and then to add complexity to the whole matter; you’ve got a myriad of BEE
scheme rules that prohibit a whole host of things. So what is the solution?
The solution, I believe is to give these schemes liquidity; because at the moment you,
natural persons have needs, life happens. You have a situation where you need to pay
for a funeral, you have to maybe pay for your children’s education. Similarly, some people
have elevated needs like wanting going to Rio and see the carnival or something. So by
implication people would like to have liquidity but that flies into the face of what the
company wants because they want “BBEness” and these schemes typically cost a lot of
money to structure, case in point if you look at the Sasol prospectus; the Sasol Inzalo
scheme in total, cost R175 000 000 to structure, so that’s public information; and you
can understand why corporates are reluctant to continue spending this sort of money on
BEE deals. So, what is the solution? You need something, typically our software solution,
being Equity Express, that applies the scheme rules and allows buyers and sellers to
facilitate trade and thereby creating the market, giving them liquidity.
So what did the freedom charter want? What was the intent behind the freedom charter?
I think Nonkqubela opened up saying, “we want a better life for all in this country”. Last
year I was approached by a large corporate and they asked me to create an OTC
structure for them; creating liquidity in their BEE scheme. It is because the original
structure did not allow for natural persons to transact in the scheme. Now, I don’t know if
you know but natural persons have a very bad habit of dying. Now you have a deceased
estate; the poor widow cannot get access to the estates money because you can’t wind it
up. Why? Because corporate S.A has got a BEE scheme that absolutely prohibits trade, I
think that’s morally reprehensible. You can understand where the company’s coming
from but look at the widow wanting money to get on with her life and like I said earlier,
life happens.

Black Economic Empowerment: How Can We Make it Work?

15

So what did the Freedom Charter want? It wanted to uplift the man on the street, the
masses and I think the solution forward is just that: the broad based scheme. So how do
we achieve this? Now just to give you a bit of background on OTC legislation or Over The
Counter legislation; which is technically governed by the Securities Services Act, which
states that if you bring multiple buyers and sellers together and they transact, in addition
to that, you need to have multiple securities; effectively, you create a stock exchange
which the JSE does brilliantly.
So, the JSE has created a BEE board and Sasol BEE One was the first share to list on that
BEE board. However, there are some serious hurdles with regard to the listing. Listing is
expensive, it’s a lengthy process and the requirements to list accompany are high; the
reasons are all well documented, typically you would need to invest a protection, you
need to have a proper financial history etcetera.
So, what is the answer? I propose looking at Over the Counter trading, because what the
Companies Act allows you to do is, in terms of the Companies Act it says: “a single
company may in fact create a market with liquidity for its current shareholder base. What
it may not do is you may not have one shareholder that transacts in multiple shares on
the same platform”.
So, therein lies the problem; now let’s take Anglo Gold for example, is listed on the JSE
and it trades very successfully so there’s a see through price; however, in the same
stable you’ve got Anglo Coal who also have A BEE deal. What does Anglo Coal do? Do
they list on the JSE? Or could they potentially create liquidity for their BEE scheme
shareholders on an over-the-counter bases and maybe and maybe at a later stage, who
knows, list on the JSE, because I’d like to think of the over-the-counter market as a
kindergarten for shares, if you like.
So what would a typical new BEE structure look like, keeping the freedom charter in
mind. I’d like liquidity please, I’m asking nicely so. It’s one of those things, during the
2008 financial crises, I’m proud to say South Africa and the JSE did a brilliant job; not
once did our market close. The Russians averaged something like, during 2008, I think
they closed 7 or 8 times. I stand to be corrected on that number but they literally shut
their forex markets, they shut their stock exchange and that is the whole point of being in
a financial asset ladies and gentlemen; it is to have the liquidity. To have the choice.
I’ve been critised for the schemes that do use our software at the moment because
some people say “the shareholder doesn’t get value because the NAV might be R15 and
the share might be trading at R25”, but who am I to judge whether or not that person
needs that money or not. You know, if you have to pay for some expense, you have to pay
for it as I said life happens. So give the people freedom of choice; give them the ability, if
they want they can buy more maybe they’ve uplifted themselves.
So, I’d like to create wealth for all, where you buy a share. That’s why I became a stock
broker in the first place. Twenty-five years ago I thought it was the best idea ever, buying
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a share for R1 and being able to able to sell it at R1.50 six months later because by
nature I’m quite a lazy bugger so I just sit back and see my wealth appreciate without
lifting a finger. I’d like to educate the man on the street. What I’ve seen happen in some
of these big BEE deals is, you have cues standing out the post office; thousands and
thousands of people and they put their hard earned savings down and buy these shares,
waiting for one day for the vesting to happen 5, 10 years down the line. What happens?
You forget about that. Why? Because you can’t do anything about it and then upon
vesting, oh fantastic I’ve got a bonus, now I can sell and I’m taking my cash and buying a
car, go on holiday, whatever.
I say no, I say give the man liquidity but with rules. Why? Because some of the most basic
questions that I get from shareholders are things like, what is a dividend? To the
educated people in this room, it’s what sort of question is that; dividend are fantastic,
they’re the reason why you hold a share and they’re tax free in terms of current tax
legislation. But the man on the street does not know that. So I propose that you keep it
simple and have phased vesting, let’s say over 10 years; whereby, you can potentially
create a savings culture in this country. Our country’s got some of the worst saving rates
in the world, I’m sad to say.
So, by educating the man on the street; I believe you’re not only uplifting him financially,
you’re also uplifting him mentally and emotionally, preparing him for one day when he’s
old rather than giving him these lumpy bonus payments and people tend to just spend
the money. So that if you have a phased vesting scheme, they will take an interest
because I bought the share for R1 and a year later I can sell it for R1.50 and two years
later I can sell it for R2 and you start thinking nut wait a minute, there’s a trend here,
maybe I should hold on, maybe I can get R5 and maybe R10 and that is the sort of
education I’m talking about.
I’d also like to see limited debt levels. The problem with a lot of skills is that they wanted
to gear the structure to the hilt and the problem with that is debt works both ways, well,
technically gearing; it works on the upside and the downside. We’ve seen this with 2008,
so by limiting debt levels you keep it simple but you do some level of gearing and I’d also
like to see restrictions on ownership. Whereby, we don’t have a singular individual
owning 10 or 20% of a company and making billions. Yes, I know that is the free markets
model and by all means to each his own and if you’re able to do that I’m happy for you
but I think that’s not really what the Freedom Charter intends.
So, in closing I’d just like to ask that if we could have liquidity please, and to uplift the
man on the streets would be fantastic because I’d love to see everyman actually driving a
car and not having to take public transport or risk his life in a taxi. Thank you.
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3 Chairperson Address 2:
Thank you, ladies and gentlemen, Etienne touched on a number of key and fundamental
issues as a far as BEE is concerned. One is liquidity, liquidity, liquidity, which has always
been the case of challenge for people who have been involved in BEE transactions. The
second one is actually education. I found that in the last couple of months leading up to
a number of discussions as far as BEE, mining everything concerned, it has been based
on very superficial understanding of what mining is about. Today we got a little education
on what this thing can offer.
On that note I would like to ask Mr Qgubule to come and give us a perspective on BEE
transactions.
4

PANELLIST 1

4.1 Mr Duma Qgubule (Founding member and Director at KIO Advisory)
I’ve got the time going here and I’m just trying to talk. I’m really sorry that Mr Masilela is
not here, I was going to ask him to answer a certain question for me about the role of the
PIC.
In a lot of the debates in South Africa today we hear about: “this is affordable, this is not
affordable” but all discussions about affordability, including whether we can nationalise
the mines depend on the role of the PIC in our economy.
I just want to quickly talk about what I would have asked him at the beginning, it’s that
there’s a quote that I have here by Minister Trevor Manuel which explains the role of the
PIC and please just bear with me. He says ”given that the government employees
pension fund is a defined benefit fund, it would be inappropriate to consider any returns
accruing from such investments to be benefitting the beneficiaries; which are
pensioners. This is simply because the pension benefits are pre-determined. Such
investments are essential to the extent that the returns ensure that the employer,
government, is able to meet its obligations to its employees”. Now the reason I’m saying
this that we have a situation where the contributions to the fund is R30 billion every year
currently and the payment from the fund for the pensions is R30 billion and the
contributions to the fund have always matched the payments since 1912, but why do we
need to accumulate R1 trillion in assets?
Now the analogy from a personal budget is that you set up an endowment to pay for the
education of your child and then you discover that no, there’s a stop order from
somewhere else that pays this thing permanently for all the education of the kids so you
take the money and you spend it on something else. So what I’m trying to say is I really,
really believe that South Africans, let’s not try and complicate this matter. We have one,
when we talk about ownership, the PIC has R1 trillion; it’s a government pension, it’s got
R1 trillion of assets and any discussion about ownership has to involve the PIC.
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The second issue is that I’d like to thank the organisers for organising this little
discussion. Before I finish on the PIC, my view is that we should close it and spend the
money on schools and hospitals and everything. That’s my personal view and I promise
you that is my view and if you do calculations on this and you take the government debt;
what would happen is that the government debt, before the subprime crises, I did a
calculation there of debt to GDP ratio, if we cancelled out the loans that the PIC owns,
the government and the PIC loans situation, we’d have a government debt GDP ratio of
12% so that means that when you talk about affordability, ha ha we can’t nationalise the
mines; let’s first sort out the PIC and let’s sort out, we can’t pay for our education system,
we can’t pay for national health. Let’s talk about the PIC.
I want to thank the organisers of this workshop today for organising this discussion
because, when we were talking earlier on, I just feel that the debate around ownership;
I’m a bit peripheral and about BEE given the discussions that are happening in our
country and I really am happy that we are having this opportunity to have these
discussions about the role of the mining industry in our country and the reason for this, I
was reading, we did a whole research project about 7 countries long before the ANC
started doing this thing about state ownership and models of mining for development
and you read the Venezuelan case study. For the past 90 or 100 years since Venezuela
discovered oil, the issue of how to manage the lake of oil that sits of the coast of
Venezuela has been, everybody in Venezuela has debated this thing for 100 years and
every single election since 1929 or whatever has been about this thing and every single
election the Minister, the one guy gives it all to the companies and the other guy takes,
it’s just changed. What I’m saying is in South Africa I find it disturbing, there are a lot of
people in the private sector saying let’s not have this democratic debate, whereas, any
country that has natural resources, it is the most important thing in most of these
countries that are heavily reliant on natural resources.
Yesterday I was having lunch with some of the people from Anglo American and they
were saying, “no this debates affects certainty, because we need to plan 25 years in
advance” but the point is we have a democracy, it is profoundly un democratic to let
market forces, I don’t want to call it market forces, to try to prevent a debate that we as
South Africans should be having.
And then, thirdly before I talk about the topic; a few months ago I was at a conference
organised by the lady right there, Isabel and the Minister of mining who was facilitating
the discussion and I was one of the panellists. So, I asked the Minister of mines; I said
“Miss Shabangu, just explain something to me”. You know the whole hullabaloo about
Kumba, I don’t remember the exact details but someone forgot to apply for the rights and
they vested with government and now their fighting and then the rights were given to a
BEE company with friends of the president and whatever. The question I asked I said,
“Now Miss Shabangu tell me, I said it in Zulu nanibanjwe yini? Benishiswe yini? Why did
you have to give that to someone? Why didn’t you keep that for yourself” because
Kumba is the most profitable company in South Africa today and then she said to me,
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“no, there’s nothing in the law that allows us to keep these shares for ourselves. I think
she said they are custodians of the mineral rights but [are not responsible for putting the
rights into operation.
Let me start quickly with my, just before we even talk about ownership, it’s just to my
regular spill about mining sector and in all the work I did about the mining sector; the
thing that actually upset me more than anything else is not ownership, it’s and indulge
me, employment equity. This is the mining companies against the charter; the first thing
that really pisses me of, how can all of the people who signed the charter agree to
targets that have already been met, it is insane. There’ no brains involved in this thing,
the targets have already been met, why do you sign an amended mining charter when
the targets have already been met?
This is our analysis of all the mining companies, where they are in terms of employment
equity. This is where they are against the DTI BEE codes and you don’t have to read this
and understand it but we have represented the stats according to the BEE codes and
employment equity within the South African private sector. We have the Department of
Labour which monitors the Employment Equity Act and we have the DTI which monitors
the BEE act. The Department of labour does not report in terms of BEE requirements,
which is totally insane. So we’ve done it for the Department of Labour and we’ve reported
according to BEE requirements.
So we’ve converted the stats to BEE, you don’t have to understand it now. The key thing
here is that the worst sector is at the top and the most sector is at the bottom.
Community, social personal services is government, nurses, teachers, whatever. So you
see here, top management. Let’s start with senior management, mining is number two,
the worst.
Black percentage representation using the adjusted recognition for gender is 16% in
senior management and you will also see that frequently here, the white women in the
mining sector are more than the black women which is for me that is very disturbing at
all management levels. The white women outnumber the black women, I think 8:1. And
then middle management, mining now is tops; it’s 26% black representation using the
adjusted recognition for gender, mining is the worst. Junior management is even more
shocking, 33%. I work with a lot of companies; most companies in South Africa sit at
about 70% as you’ll see. The average for most companies I work with is 70%. The mining
industry is sitting at 33.85% in junior management. I think that this is a totally
inexcusable situation and this is why we have people debating about the role of this
industry because the mining industry has not even tried, you can’t tell me; if you look at
the, there’s another slide that I like showing people is that you look at the education
levels of the people in the mining sector and you’ll see, the people who have degrees is
like 5% of the population. Majority of people in this industry don’t have degrees, they
don’t need degrees. It’s only the top management level, so the point is the excuse about
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the lack of skills, I think it is shallow. In junior level, there is no excuse anywhere in the
country for not having black people in junior management.
I’ll go back to the issue of ownership. We’re starting with ownership, I have to start
quickly with my usual spill against the mining charter; the document that was signed by
the stakeholders. The glaring weakness is the lack of an indicator to measure and
monitor net value attributable to black shareholders. Many mining companies consider
the signing of the BEE transaction as the achievement of the ownership target and the
achievement of the ownership target is a process and not an event.
In the rest of the economy where BEE codes apply, full compliance can only be achieved
when net value has been transferred to black shareholders and in South Africa in the
mining industry, apparent compliance at the time of awarding a mineral right is usually
followed by complex funding structures that significantly dilute black ownership. So, I
think that this document that was signed stakeholders, I’ve said it in front of everybody,
in front of the Minister herself and I’ve said, “This document to me a real shame”. It’s a
shame of a document and the ownership research methodology, people say wada wada
wada. We looked at about 90% of production in terms of the mining industry so you look
at the top 25 companies, 90% of production will cover it in the research.
The Chamber of Mines sent out a press release under the previous CEO insulting our
research methodology but we looked at listed companies, we looked at operating
companies, we looked at associated companies, we looked at JV’s [joint ventures]. So,
we distinguish between gross value, effective value and net value. So let’s just see the
backdrop against what has happened in South Africa on ownership, what we see there is
between 1995 and 2009, the context in which the mining sector had its empowerment
deals. We had R533 billion of transactions, the real interest rate on average was 9%, the
real GDP growth rate was 3%. This is the BEE market cap within the top 40.
A study came out recently by Trevor Chandler and Associates and I’ve been trying to talk
to the authors of the study to understand their methodology but there are certain things
that they did. Basically what happens here is that the number at the bottom, the third
column; that is the base, the market cap of the JSE listed top 40 companies.
Now, you manipulate the base based on your agenda. Now, what they have done which I
don’t agree with is that they have taken out foreign shareholding and the reason I think
that is totally unjustified is that foreign shareholders have participated in BEE
transactions. And the example of that I give is that I went to a presentation by Standard
Bank when they announced their BEE transaction and Jacko Maree said, ”we went to
every single shareholder and they took an equal haircut, foreign shareholders and local
shareholders” so you can’t legitimately exclude foreign shareholding from the base.
You can exclude foreign operations; that is legitimate. So if you apply the figure that I
have here, which is 3.89% and you exclude the foreign operations according to Chandler
which was 27% foreign operations, you get your figure of 5.3%. Now this thing is a, this
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one is, you know what you see here is a figure of 5.3%. These are the deals done at
subsidiary level. So Chandler adds these deals to the top; one is a listed company level.
Even if I had to do that, it wouldn’t make much difference to the figure. Now the point,
I’m trying to prove.
Now let’s look at the BEE net value, the triple net value that doesn’t take into account
the dividends paid. Now you’ll see that here the net value is R78 billion at the beginning
of the year and strangely empowerment came to a similar figure of R80 billion. This is
1.6% of the JSE’s market cap. Now you’ll see three companies account for 66% of the
BEE net value and they change depending on the performance of the stock exchange. So
African Rainbow Mineral, no debt; Impala Platinum, no debt; Exxaro, long story but this is
the figure that I came to, around R15 billion in net value.
Now the point here. This is the slide that shows you the South Africa Communist Party,
you say that because of the subprime crises you’re going to bail out black shareholders,
but the only one that is under the water was Sasol when we looked at it. The subprime
crises happened long ago, the JSE has recovered, all you have to do is look at the All
Share Index and see where it is compare to when the global crisis at the beginning of
2009, which has increased significantly since then.
And then we looked at the mining companies. These are the mining companies and
again we looked at the ones that did BEE deals at subsidiary level and we looked at all
levels, but the main point that I want to make is for me, the whole issue about BEE deals;
we can argue but the real thing is here.
It’s not an issue about structuring; it’s a macro economic issue, unless we have our real
interest rates coming way down from where they are there and the real GDP growth rate
going way higher than it is there, this thing will not add up; no matter how many clever
people you have, like Etienne, trying to make money for Duma. I will make money,
Nchakha will make money and few people will make money but at the aggregate level
nobody will make money. You’ll only make money if you can take advantage of trends in
the market, if you buy low and sell high for example. That is my point and it is my only
contribution to this debate.
I would have liked to talk about the whole issue of State ownership. Let me just talk to
you about it quickly. We found that in the mining industry Durban is the pioneer of most
of the ESSOPS in the mining industry but I was really shocked at how few ESSOPS there
are in the mining industry. In the rest of the JSE or these companies, I still have to do the
work
You don’t do a BEE transaction without involving employees, it’s the benchmark of
involving about 40% participation by employees, 20% by communities but in the mining
sector we found about 7 transactions that were worth about R10 billion and the PIC’s
shareholding was also very low in terms of government’s shareholding. So I believe in a
multiplicity of ownership model, it might be shareholding by the Nchakha’s of this world,
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the Nonkqubeko’s of this world, there must be shareholding by the employees, there
must be shareholding by communities. I was surprised how little involvement there is of
communities in ownership. They had a bill mandating community involvement and finally
there must be State ownership. I cannot understand what the hullabaloo is. I don’t
understand why the ANC is finding it difficult to communicate this thing.
The final point I want to make, if you look at Norway, they’ve got something called the
government chain system. The government chain system has got four elements; it’s got
taxes, it’s got diligence, it’s got state ownership, which is direct state ownership, majority
ownership and state ownership which is minority ownership, like investment holdings
and they’ve also got a stake. They, if you look at any country that is that has got mining,
all those things should be part of the mix. You must have direct ownership, you must
have taxes, you must have royalties; it happens in every mining company and when you
have direct ownership, you generally tend to take more than you would take without
direct ownership.
The final point I’d like to make is that when there’s direct ownership; some say “no, why
don’t you tax them equal to the direct ownership” and I say to myself there is no way that
will replicate the 80% take because if you tax a mine at 80%, he won’t mind the company
anymore. But the point is in many of these countries, the government takes more than
we take. We need to get our government to take much higher than it currently is. You’ve
R2.5 trillion resources reported under the ground and in 2008, we only got R30 billion
back in taxes which is 0.1% of tax regiment. So for me I think yes it’s not something that
should scare anybody, Alan, I think we should settle on the Chilean model.
I think we will settle on the Chilean model, the Chilean model is a mixed model where you
have state ownership of the 30% of the industry and you have private participation of
70% of the industry and the only problem with the Chilean model is that the tax on the
participation of the private company to that but if you have a mixture of a very robust tax
system and more ownership, where government must take.
The last thing, the government is not going to buy every mine in one year. That is totally
ludicrous, the state must increase its shareholding in this industry over time which will
happen over 10 years. So if you’re talking of happening over 10 years of buying, selling,
minority shareholding and majority shareholding, the issue of affordability appears from
the equation, I think as South Africans we can have a proper debate around the issue of
state ownership, I can’t believe what is the big problem. Thank you.
5 Chairperson Address 3
In 2002, I think the first version of the mining charter that was targeting the transfer of
51% of ownership to black people was released and all hell broke loose, if I can use the
word and that took all the stakeholders back to the negotiating table. And at that
negotiating table, their target was revised to 26%; that 26% was further broken down into
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phases, where the first phase of the five years up until 2009, we would be looking at at
least 17% of ownership transferred to black people with a view to have 26% in 2014.
Here we have Mr Qgubela saying that the figure in 2010 is 1.6% after foreign ownership
and also overall 5.3% of black economic empowerment. Now this poses a question. If the
goal of our country is our economic freedom, are we willing? Are we not? Is it possible at
all to face the situation that if there is a problem?
And on that note, I will ask Mr Hofmeyr to give us his perspective.
6

PANELLIST 2

6.1 Mr Rauten Hofmeyr (Director at Kirkham Ventures)
Good morning ladies and gentlemen.
I have been involved in empowerment initiative from a professional perspective because
I worked at two investment banks, one international bank and one local investment
bank. I spent a large part of my time structuring empowerment transaction advising both
companies trying to get empowered as well as empowerment partners buying into these
companies.
I want to focus on purely the economic side of the debate because ultimately I think we
all accept the social initiative and what we’re trying to achieve with economic
empowerment but it seems to me that we ignore a lot of things in this debate. Recently,
the debate has been a lot about how do we measure what’s been achieved? Duma
spoke about this, one looks at the net shareholding which if we’re honest that is what
value sits in black hands, the figures are here. What this doesn’t show is value that were
in black hands that went elsewhere, so a black shareholder that bought into company X
sold those shares and went and started his own business or bought into another
company.
I want to move away from the measurement because I think we’re jumping a bunch of
steps in debating about exactly the details of how we measure it and it is problematic in
that the charters aren’t clear about how you measure ownership and that causes
confusion. I think I want to go back to the fundamental principles of what the [Mining]
Charter tries to achieve and I think we need to understand those before we can have a
sensible debate about ownership, about structures, what can we learn from what
happened and how can we structure things differently,
The three core principles around ownership in the charter is setting ownership targets,
being the 26% in 2014 and 15% in 2009. It [the charter] states a principle that
transaction should happen at market value and it also says that they need to be given
access to finance; companies need to facilitate access to finance. Those are the three
core principles to the original charter. Now if we just evaluate that, if you’re trying to get a
cluster or group of people to own shares in companies in significant stakes being 26% in
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a company and they start with zero capital; it’s impossible to do the transaction. No bank
in the world will lend me R100 to go buy R100 worth of shares if those are my only
assets because if I say to the bank, even if a bank says to me I will charge you 15%
interest. So if we just look at the economics of that scenario, the bank gives me their
R100 and I go and buy shares with that, if the shares fall in value to R50, the bank loses
R50 and I walk away from it. If those shares appreciate by R50 and go to R150, the bank
gets their R15 and I walk away with a profit of R45. Now which bank commercially is
going to take all the downside risk to give me the bulk of upside risk above the interest
rate? So, as bankers we look at these transactions and it’s impossible, you cannot
structure it.
So, in order to make it possible, the companies had to put value and the companies had
to give some capital to the black shareholders in order to finance these transactions.
One can look at the numbers and every transaction varies but it’s probably between, if
you look at the original transactions which were on the 15% range, the typical numbers
were between 2 and 5%. So that is between the third at the high end so 33% of
transaction value and at the low end about 10, 12%. So, that was the actual value
transfer from the company to the empowerment shareholders, to enable them to finance
the transactions.
That dictates that you get debt of, if we just take it up by R100 worth of company X
shares I get R20 from the company to give me and that’s my equity value, that’s what I
put in. It means I get R80 of debt, which means that if the stock market jumps around as
it does or what it done through all the turbulence we’ve experienced over the last number
of years; the market just has to fall by 20% and I’ve got nothing. So I’ve been in this
transaction for 5 years, 8 years, 10 years; the market happened to, at the time that my
transaction matured, be down by 20% and guess what, I owe nothing.
So, fundamentally, the problem and that is where I fully agree with Duma, looking at
structures and things, it’s a waste of time; we need to understand the fundamentals. And
fundamentally what policy did is that policy said; let’s set the ownership target but the
key variable, the Charter is silent and to date it is silent and the revised Charter is also
silent about that and that is what value transfer need to happen, it needs to transfer
from the companies to the black shareholders in order to assist them to ultimately gain
more value.
If you think about the policy, I like to think about if I was advising a youngster starting to
work and trying to create some wealth and they are saving some money; I’d like to
challenge many of you that will advise someone, to say take your valued savings, go take
your R20 go and borrow from a bank another R80 and buy single gold company share
and that’s the model to create value. But that’s ultimately what policy does because it
forces the company to do a deal at 26% target rate, so the company says listen I’ll give
you shareholding and I’ll give you some R20 to go and buy your shares but on the
condition that you go and borrow 80% from the bank.
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So, I’m forcing my black shareholders to become a gambler, it’s like a lottery, it’s like
someone giving me R10 and saying you can have the R10 because I see you’re very
hungry and want to feed your kids but they get to the casino and put it on black and spin
the wheel and you’re either a wealthy man or you’re poor. If you look at the outcome of
the empowerment sector; we see a lot of that, we see wealthy individuals, that the
roulette wheels landed in the right place, and we see a lot of failed transactions and it’s
got nothing to do with anything other than the fundamentals and again I agree with
Duma, the only way to create your wealth is for the economy to grow.
Now empowerment policy isn’t going to make the economy grow faster, we’ve got lots of
other policy spheres that address that. So, what we need to do is how do we ensure that
we create maximum value and put black owners and black individuals in the best
position to create value? Now it’s difficult to say whether in this has the horse bolted, I
mean are we too late in this process? The debate is raging and I think at some point we
need to have the sensible debate; arguing about how we measure things and what the
targets are, I don’t think move us forward. We need to go to how do we fix this and if we
are going to make changes, how do we make changes?
Now if we step back 15 years and we say that we, if we could change the laws and say
that every company has to put X value, X per cent of their market cap has to be
transferred to black owners and I also don’t want to go into the debate now as to
whether that should be individuals, an institution like the PIC or a fund that’ll fund
entrepreneurs, fund bursaries.
Let’s ignore that debate for the moment, let’s just talk about the economic side of
things. So, policy states that that percentage needs to go into a pot. If we follow the same
empowerment model that we have now of individuals or groupings doing individual
transactions, in that model, we then say to companies, if you are approached by a black
entity, individual that wants to acquire your shares, you will allow them to acquire those
shares because if you were to go into the free market now and try and acquire 26% of a
big company, you’re going to struggle to pick it up. The price will run away from you if you
start trying acquire those sorts of stakes so what the policy says is we will force
companies to give access to black shareholders. Again, to reiterate this point: at market
prices.
You will need to give the autonomy and ingenuity and initiative to the black shareholder
to decide how they want to structure their production. You don’t want to borrow R80
because they want to add value to the company they are buying in and they know they
like the gearing for the value. Or one could make sure that they set their own legacy
about managing liabilities and assets. And they don’t want to go and they don’t want to
acquire debt because they want to make sure that no matter what the market does, they
will have the share and overtime they will get the dividend and they can use it to give
bursaries to uplift the communities, etcetera.
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It also gets away from the debate about what Etienne is doing, which is commendable to
try and create a market for people who are locked into shares. But I mean Etienne will
create a facility to have shares which are worth R50 to trade at R25. What’s been forced
to be done, because of limitations which go around all over South Africa, because if you
force the company and say listen we’re not going to measure you on the onset but we will
measure you all through time to ensure that you have enough black shareholders out.
That will try and reduce recklessness post that. For instance, if I buy Woolworths shares
tomorrow, I am quite free to sell it the next day if maybe I read the market analysis and
they are doing something I don’t like or I don’t agree with the policy of the company, I can
dispose of their shares.
But black shareholders can’t do that; they are not empowered. They don’t have any
freedom, they’re locked in for 8 or 10 years. And what we’re saying is let’s give them the
ability to trade these things, but then they sell to other black shareholders. We have
groups of people who through insightful corruption and a corrupt legal system have little
to no capital. So we say to them you can sell your valuable assets only to other people
who don’t own assets. Say if I bought a house and I am restricted to selling the house to
other people who don’t own a house in Bloemfontein, and someone from Bloemfontein
wants it and I want to move to Johannesburg to Sterkpoint to buy a house, I can sell my
house not at fire-sale value and move to Sterkpoint. So I don’t see the answer in locking
black shareholders into ownership of things forevermore.
Another basic principle which flies out the window with the whole way we approach
empowerment is with education. Again, if you’re providing for someone to invest and they
don’t take gearing the guy is not going to buy a single share of a single company. If he
wants to own his own business and enters into a joint venture with a mining company
because they now have equal access to mining rights then he is in a good position as a
shareholder. Or you could gather all your money and invest it in one share exposing
yourself to huge risk. And in an extremely volatile industry in which no matter what you
do, no matter how much you follow growth, there is still exposure to the international
market because of the exchange rate and the same thing for commodities. And as the
market gets reckless there is a flight to safety and gold and all of those things as risk
aversion abates because of foreign policies.
So, I think that it’s very important that we clear about what we aim to achieve with Black
Economic Empowerment. We want to empower black people, create wealth and if that is
what we’re trying to do we should give them the optimal chance to achieve that and the
debate should move away from the arguing about measuring once empowered always
empowered because all of these things miss the point of a true empowerment. Thank
you very much.
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7

DISCUSSION AND RESPONSES

7.1 Comment 1
My comment is on the structuring of mining deals. If you look at Motjoli they have done a
couple of mining deals, but in general everything that is being contributed should be to
restructure the land and the vendor funding and how we can restructure those because
they are currently not connected. If you look at those structures going forward, I think
your children will probably get the NAV in the next 15 to 16 years time. So coming back to
exactly what Duma has said here a lot of them deal in negative territory which affects a
lot of Africa. The most important thing in terms of the national interest, my issue is, and I
think it was mentioned last time an economist was here, could that R533 billion have
been used differently? Why one pocket that moves from a white person to a black person
but then it is completely encumbered? I do get the need to look at the practical basis is
we see our BEE deals within mobility and say fine, we’ve borrowed let’s say R100 million
to do the BEE deal, we are in negative territory. Had we got the R100 million to actually
go and open a mine today, it would be a completely different story today. And I think you
give very good example of ARM, Exxaro; Exxaro was a BEE deal where they were told: “ok
fine”- I don’t know what the figure was-”here is $1 billion, there is a mine, you guys go
and run it”. Sipho Nkosi had no idea about mining, but he put together a team of people;
look at where Exxaro is today. Look at ARM, look Lightcliff, Macau Mining, these are not
BEE deals, these are black people being given funding to go and run a business. In these
structures out here, I am just going to have a 0.00001% share in Anglo or BHP, I have no
say, there will be one black person on the board; I have no say in that business at all. And
if we are trying to talk about growth, lend me the money, have a structure where it is
different for black people, where it is probably less restriction, I wouldn’t say no
restriction; less restriction on how we borrow to go out and create the GDP growth we are
talking about. In terms of BEE deals, black people do not contribute anything towards the
GDP growth in this country; it’s always about redistribution but nothing towards
contribution whatsoever. And that’s why this discourse is not happening; we are talking
about redistribution constantly rather than say: “get them money to help them grow their
economy”.
7.2 Response 1: Rauten Hofmeyr
I fully agree. My idea was finding a model that will succeed, that when we started we say
every company on the JSE should take 5% of their shareholding and put it into a vehicle.
And those vehicles get managed. And from that vehicle how do we create empowerment;
we fund black entrepreneurs. So you have a massive vehicle which you can use. So you
start with a few things. One is someone manages it like the PIC manages pension money.
Then they decide Industry X is not a bad industry, what about diversifying that? We like a
certain industry and we want to create a company that is a grower of X vegetable plants.
Forget about the 20% or 40% or 50%, because we have 100% of management black
because we don’t buy Vodacom, we buy a majority stake in a large company and we
make this our management training school for black people. So we try and effect things
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and we don’t play around with tiny little shareholdings. And we set up an entrepreneurs
fund because we have the funding; now we can do it. I mean to try and find billions is
quite stressful. And we get bursaries to bright kids to good schools. Then we do
something meaningful rather than failing that whatever percentage of the whole country.
Then we don’t get one individual with a lot of money and the rest have failed in the field
that they went into.
7.3 Response 2: Etienne Nell
Duma I think your point is exceptionally well made and I am all for free capitalism.
However, I think to get to that point I think you need to have people who are well
educated that understand business. So if you take a step back, in the rural days when I
was a school boy, Herman Mashaba was my hero. I mean the guy started a black hair
product business. He is now one of the wealthiest men in the country. But I would like to
see that for more people. And I see it in my business on a regular basis where people ask
me simple things like: “What is a dividend? What is a Share?” They don’t know. And I like
the education process because we need to readdress the inequalities of the past as a
first step before we go to your proposal of having an entrepreneurs’ fund. Because I think
we are going to struggle to have entrepreneurs’ if they don’t know what a share is, or how
to run a business or what is a balance sheet, what is an income statement. And I would
like to counter your argument by saying that if you afford the broad masses of the
country equity participation the way where they can actually start understanding what
equity is and how business runs, take for example my favourite global warming stock, SA
Breweries, what price are they at? They perform better the more people drink. We need
to educate people about this. I think we can give a couple of millions a high level of
education.
7.4 Response 3: Duma Qgubule
Thanks a lot everybody for your contribution. There were BEE transactions of R533 billion
instead of investing it in jobs which would have created more jobs. A lot of the
transactions…Transactions involve more monetary intent. So a lot of the transactions are
done that way…there are BEE transactions which involve production. There is one that
took over 18 years, is not a lot of money in the context of the economy…so I do take the
point you made.
7.5 Comment 2
My name is Gavin Hartford and I am from Esop Shop. I absolutely agree with the point
that Etienne made as well as the point that Rauten’s point about economic value. I think
as South Africans we have to look at empowerment debate in the context of the country’s
disadvantaged which are the black people. It’s about the growth of the total economy;
the creation of jobs, creation of stakes for a very poor country. The problem I have seen
within this debate is that we look at BEE as a sort of a separate entity outside of the
economic grounds of the future of this country. So if we start with the mining industry,
the cost structure of mining is incredibly high, the industry is declining in fact, and
investment is running away from this country second to none. We don’t know the reasons
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for this looking at BEE in the context of growing the fiscal trade of the country within an
industry which has a finite life, then we are not considering the basic economics of what
creates a sustainable BEE environment and a sustainable mining environment. And that
seems not to be addressed. The system can’t afford not to do that.
Even if we are not doing BEE in the context of the national project to create 5 million
jobs, what are we doing? What we are doing is trying to pass equity around a small group
of very poor people. Even if we are not doing BEE in the context of confronting as South
Africans the fact that we are the worst country in the world in terms of the Gini coefficient
in terms of the inequality gap between the rich and the poor and we have the vast
majority of our country which is completely excluded from any form of economic activity,
be it the unemployed, be it the marginalised be it the very, very poor.
So my first point is simply to say that we have to confront the issue of ownership within
the context of how to grow the economy, how to create savings and how to close the gap
between the rich and the poor. Otherwise we are in are going nowhere, because so long
as people are in debt, so long as people are poor, we are going to have marches, we are
going to have demonstrations and people are going to try and acquire these assets in
whatever way they can. My second point is to say a 100% of equity rather than take this
sterile debate of how much equity to place in structures and should be in the hands of
black people, and where they should throw it into. I think this is completely false. We
need to look at the net asset value, what value is going to be transferred from
companies. That is the bottom line. What is appropriate in South Africa today? Is it 26%
is it 30%? And rather go for a national fund, threw it into one fund which is a publicprivate fund, which is run between the industry and the public sector so that it is a
development fund; it’s an RDP fund. And people who want to apply, because they are
entrepreneurs, they want to come in they must show how they are going to create jobs to
access this fund.
A lot of it has to go in with the PIC and other entities into the building and savings of this
economy. If we don’t have savings we may not be able to grow a sustainable economy at
all. So that kind of a national effort, which by the way, I mean ironically I have heard that
in 1994 the united captains of industry sat down with Mandela and actually offered 25%
of South Africa’s mining assets genuinely as part of the reconstruction and development
effort. The whole world was taking a knock. But they offered 6 mines, and in the context
of Apartheid what about the destruction of our economy and our people for the last 300
years before that? What we have now is the best of both worlds but it is a moving target
and this structuring that has not delivered the kind of growth and development that the
country so desperately needs and we have people running around saying well let’s just
nationalise the mines and they are driving down the value down even further. So I really
think we need an honest conversation as to what does the country need in respect of
BEE? That must be the starting point of the debate. What does the country need to grow
jobs, to create savings using our national assets and use them for a better life?
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7.6 Comment 3
My name is Ruan from Solidarity. I wouldn’t be too sure Etienne, even though you said so
about what you said about the free market because it sounds like there are a whole lot of
implications to that route. Just when I was getting concerned that this debate is moving
towards freedom from economics, I think Rauten brought back some economic
fundamentals which we just have to take into account. Clearly BEE is a costly to company
that is why there is legislation to make them do it and clearly as a transfer as Duma
yourself has said in terms of liquidity and so on. I don’t think it is morally acceptable to
force companies to transfer value to black shareholders than preserve white
shareholders. Why not put it in a fund with white people contributing which will be fenced
and now more beneficial to black people who now liquid assets and they can use them
for a greater purpose?
7.7 Comment 4
My question is for comrade Duma, just for clarity please. In terms of the global
development model is the information around the level of development demanded for
mining competition a matter of time and secondly is there any link between the level of
confession or level of royalties granted at the time of the Mining Charter? Is that part of
the debriefing mechanism to get companies comfortable?
7.8 Comment 5
Number one I want to talk about the BEE factor and what aspect BEE and the objective
of what BEE is. I don’t agree with creating a share market for BEE number one, because I
think or I believe we need to start looking at the objective in life. BEE is there to facilitate
a change of ownership, or the complexion of ownership in the economy. Now if we are
going to sort of try to create a share market for BEE, I don’t believe that really it will add
value to people’s lives. Because I believe that you mentioned the stock market, now you
seem to be a bit angry, and a lot of people who play on the stock market some of them
don’t rely on the stock market to fund their consumption and I truly believe that because
when you look at those people with ESOPS those are not the people you are going to
educate by giving shares, those are people who are worried about short-term
consumption, how they can improve their lifestyle in the short-term. I am also looking at
how the market works because a lot of people trade on the share price and not on the
net asset value or the book value of the share and the market is quite irrational as has
been said; the market can be irrational far more than we can believe and this is exactly
what is happening because when I look at some of these BEE deals there were R96
billion worth of BEE deals, and I suppose this was in the mining sector alone, and this
was at the peak of the market; where are we today? So I believe first of all that BEE
should not be based on share value because the market is volatile and quite irrational
and we should increasingly look at book value.
My question to Duma is about State ownership of mines. You know I read your document
and you talked a lot on the different models for the different countries and the example
of Botswana for instance, I think you said the direct benefit to the government from

Black Economic Empowerment: How Can We Make it Work?

31

revenues is about 85% from the taxes, royalties and direct ownership compounded. My
question is: have you considered the unintended consequences of Government
involvement in the mining sector particularly in a country like Botswana where
government involvement in the mining sector has sort of created a monopoly and
crowded out the private sector compared to when you look at other sectors of the
economy. And I believe that. I say that because we started with the R2 trillion of reserves
that we have in South Africa in terms of resources and I don’t believe it will last to uplift
our socio-economic conditions with government participation.
7.9 Chairperson Address 4
We have had a number of comments that support the arguments that were put forward
initially one of them being that we cannot look at BEE in isolation; we have to look at it in
terms of the broader economic fundamentals of the country. We have to look at it
broader and ethically; we have to look at job creation, we have to look at the creation of
savings and so on and so forth.
7.10 Response 4: Duma Qgubule
I think royalties without taxes will not work. I think that will be stupid, trust me I am sure.
All I was saying was that government has something that it can take away; we call it
taxes. It has a tax system and it has got different elements including royalties. In the
Chilean example, they instituted new royalties I think in 2004 and 2003 on the mining
companies, but over the next four years, I think government still has to fund the direct
ownership far more with direct ownership than from royalties. So I am saying that you
can’t take on ideological views: either we take ownership or we don’t take ownership.
Because to me, mining belongs to us; it does not belong to Kumba, it does not belong to
Anglo America; it is our asset as South Africans so we deserve the benefits. Not to say
that some must benefit, it belongs to all of us; it belongs to all of us as South Africans.
When I arrived in the resources and mining sector, I was like most South Africans. I said:
why bother? But the more you look at the details, if you look at the stats, if you go before
1996, 2001, 2009, if you take out jobs, everything else grew, some of them they
doubled. So in terms of getting the growth, I do believe that we have to have discussions
in terms of changing our route. We can’t me a mining country and not have a view on the
exchange rate. If you look at a country, we talked about Botswana, Botswana has a
Dutch disease and I am not sure if it is subconsciously. Botswana has a big public sector,
very, very big public sector. Those diamond mines of interests employ 6 000 people and
these guys have been totally hopeless in trying to diversify the economy and reducing
inequality and so forth although the extraction happens. So I agree with you. As for
Botswana, I am not sure.
7.11 Response 5: Rauten Hofmeyr
As I said I think we need to get some vehicles. I think whatever the transfer mechanism
we need to know the value of it that but I wouldn’t go as far as to say that I think it is
inherently inefficient giving ownership. I don’t think that is a good idea for the sake of the
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mechanism, the gearing. Also I think there is a role in policy to force companies, to
regulate the companies to give access to black shareholders that wish to buy into those
companies; because if I am one of those shareholders and I have the funds to do so and
I want to buy a large stake of whatever, say 30%, I might not be accepted or the price
that I have to do it at may be at 50% or 30% premium or whatever it is now. But I do think
policies play a role in giving access to ownership and I think it’s not a fact of pure
economics.
7.12 Response 6: Etienne Nell
Your point is very valid in terms of what value do you transact? But then what drives
value? So you could perceive value gets driven by perception at the end of the day. So do
you look at tangible NAV, do you look at NAV and do you include intellectual capital, do
you include trademarks, goodwill, those sort of things. So that becomes a whole different
discussion.
I do believe that in the long term markets tend to be efficient. Because what you see
happening is human beings by their nature are emotional creatures and as a result their
views drive their emotions. So if you are feeling good about the direction of the country or
anything you tend to have a high risk appetite. The converse is also very true; if you are
feeling very negative you will hide capital under your mattress and not take any chances.
So what I do propose is that by having a transparent market, I think that is critical, by
having a transparent market where willing buyers and willing sellers are able to transact.
So it is one thing to say to me: “well Etienne, I am willing to sell my shares at a R100 a
share”, but the real value as I said earlier is probably lower. You are willing to sell at
R100 but are you able to sell at that price? So that comes in to your comment where I do
believe in capitalism. I mean look what it has done for, let’s use an example, China, look
at what it has done for Russia; it has created massive amounts of wealth. I do also
believe that in South Africa, we do have a bit of a disconnect in terms of education and
that has slightly disadvantage South Africa; we are really going to regret that. So your
point is very well made and I do take your criticism quite constructively in the sense that
it is not the remedy for all evil, but I do believe that this is a very constructive thing where
you can add a transparent place where people can see prices and you can have a choice,
I am really big on choice, to choose if you want to sell at that price or not and if it suits
you then boldly do so.
7.13 Comment 6
I was just thinking of as we were looking back at how you empower people with no money
so you reminded me that the greatest moment of empowerment is at the end of the
month. And our problem of course is the mining industry is paying most people at the end
of the month. That is where the fundamental problem is. Now I want to ask you: don’t you
think we would have less of this debate if the R441 billion is basically running or being
invested in the mining industry every year was being spread equitably? Meaning we work
like MTN which is majority black run people, we work like ABSA which has tried to enrol
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black people there. So what is stopping the mining industry from starting with
empowerment at the end of the month as a fundamental driver for change, as a
fundamental driver for empowerment and if they did so we wouldn’t have none of this
debate. And of the R441 billion from when I last checked, only R78 billion went to black
people and they were labouring. The rest was whoever gave toilet paper, paid to all
engineering consulting. Why don’t we talk about that?
7.14 Comment 7
Look, the comment and the question to Duma, the comments on Botswana and them
having the Dutch disease I don’t think it applies to Botswana because before diamonds
started to be reduced out of Botswana, there was no export coming out of Botswana;
there was only 2km of road in the whole country and there was a very low level of
employment. So I don’t think the Dutch disease is applicable.
Interjection
Just to correct you there. Ok, I am not looking at a development point of view but when it
comes to their economy the government pays salaries and has created employment but
is very dependent on diamond revenue.
Comment continued
I agree that the whole economy is getting vulnerable in the market of diamonds and
there is such a stagnation in the diamond sales. However, I think because of the
diamonds there has been a lot more infrastructure development, a lot more education
and now you are finding coal deposits in certain areas and I think it was cornerstone of
the economy and I think it is almost too early to say whether it is a victim of Dutch
disease. The whole infrastructure, tourism, hotel tourism it actually counter to what are
actually saying. Because of the revenue coming out of the diamonds is what has added
tourism to it.
Duma, your point, I just wanted to ask you have you any more information on the point
that there is very low community ownership. I wanted to know if you have defined
community ownership. Do you have a percentage on your fingertips about how much
value you get in community ownership?
7.15 Comment 8
I am Thulani from Forrard RCS. It seems from your discussions of a common goal so far
that equality hinges on the creation of an asset base where the average person can tap
into so that they could participate effectively in the economy. So for instance can you
Rauten give me an example of using R20 or R80 note to buy a share for R100? My
question to Etienne is how can we effectively create an asset base or transfer assets to
the average South African so that he can be able to essentially participate in the
economy? Thanks.
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7.16 Comment 9
Thank you very much. My view is that I think if I can go through all these figures, we can
argue about methods of research, we can argue about the targets that we set for
ourselves but my issue is the main PR should be directed at the intended beneficiary. So
the fact that, I think we need to ask ourselves: if you go to an average mine, and we
speak to an average mining employee and we say to them : in terms of the mining that is
taking place here which complies with the Mining Charter, does it make a difference in
your life today? What answer will they give me? If you go to Skukuni in the villages, in
Skukuni it has Anglo Platinum, it has got Lonmin in that area, there are investors, they
have got huge programs, they have got SLT, the have mineral development programs
and we ask if it has had any impact on your life, as a human being what do you think is
the answer? And the person will say yes or no. So the fact that an average employee, will
they say that they are benefiting; with all the mining and their programs, have they made
a difference in their lives? My view is that that is daylight robbery.
The second point that I will like to make is that remember that we are working with a
compromise. And the compromise is that the negotiators at CODESA in 1994 had two
options that they could have negotiated. One was to negotiate for a political settlement
and the other one was to negotiate a political settlement with an economic settlement; in
fact a transfer of economic wealth. And I think that a lot of African countries advised
South Africa that look if you have all this political power economic power will follow. And
through all this leadership lost. So it was some kind of compromise. And I remember the
idea of mining changing hands it included our then president, president of the ANC,
Nelson Mandela having gone to the World Economic Forum after a big debate on
nationalisation came back and said there is no such plan. These people in the world are
going to give us trouble. So we are conscious to move away from the thought of
nationalisation. So yes that must to be tackled, but my beef is that this creation of
patriotic interest, some kind of a black business that aligns with government. If we
compromise and compromise and compromise in our current system it is the average
person who is going to be participating next year in the ANC policy committee debate?
I think the debate deals with two things fundamentally. If we as a country move away
from this proposed compliance driven approach because everything comes down to: Are
we compliant with the law? Are we able to come up with yet another scheme that will do
the regulating? Can we defend ourselves in court? That is the main emphasis. The main
emphasis is not the effectiveness of the law; the important thing has become how do you
comply and how do you go around the regulations. And I think, coming back to your point,
a lot of resources are at stake. The sad story is that we are going to be the victims if we
don’t realise it. So let us move away from tripping ourselves with compliance, let us
engage in this debate openly and let us look before we step. We can make this happen
so that the average worker should say: you know what these policies have made a big
difference in my life.
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7.17 Response 7: Duma Qgubule
With the community ownership we did not come up with a figure…it was very difficult to
assess community ownership. With the mines ….in terms of employee share issue…. If I
had to look back at the whole debate and what it is was all about, we took away their
rights and we gave them back and what can we see in return? That is Nchaka’s question
and Eric’s question. We took away the rights and gave them back and we got nothing in
return. And I think the real issue is: how do we use national resources to maximise the
development of our country? And I remember there was a conference on BEE in Zambia,
and the Minister of Finance said: “No, I am interested in the GDP in the pockets of the
average Zambian”; I think that is in line with what you are saying. So I really think that if
we were to do this again and award these rights again there would definitely have been a
target for community ownership, a target for employee ownership and so forth as they
are considering in India.
In terms of assets, assets are property or rather property is an asset …like a share. So I
believe that…the whole issue of property. It all revolves around the average start-up
capital. The strategy you use on the stock market is the same strategy you use to buy
your house. We are going to transfer ownership, not just in shares; we have to have a
lower average cost of capital for the economy. And we have had insanely high cost of
capital in South Africa. I used to live in Poland and if you buy a car in Poland the
interest rate is close to zero. And Poland is the only country which so far did well in the
recession; I used to go there. I can’t see a recession there; no, no, no, no! Poland was the
only European country that didn’t have a recession but I don’t think its future is great.
On the issue of Botswana, at most it’s working for one part and it is not working for the
other. But I agree with you; Botswana is still struggling to diversify from diamonds. It’s a
complete failure, disaster and we can’t beat around the bush.
7.18 Response 8: Rauten Hofmeyr
I think the important thing about empowerment is looking back at what we are trying to
achieve and that is the creation of wealth and the distribution of wealth. I think the
problem here is that too much of this is about the distribution of the wealth because
what we see in stock markets and what we talk about on companies, those are proofs of
productive labour, productive endeavour, and productive entrepreneurial behaviour. And
particularly if we try and solve the problem backwards, you know, we look at how to dish
things out, you are not going to help anyone by dishing out shares. I mean it has not
created wealth. I challenge anyone here to tell me which country in the world that
created wealth for the average man on the street by share ownership. If you look at the
wealthy families in South Africa that own tremendous stakes of companies on our
exchange and internationally which are frankly are the people that…they are people that
built businesses; people that build businesses own their businesses and ultimately
become private venture and then they list; that’s how they do it. I mean the 99% of the
population don’t engage in entrepreneurial activities. Most of them are living by ply and
trade, you know; working in the mines, being a teacher, being a lawyer, being a doctor
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and I don’t think we are going to be this massive country if we don’t do things differently.
We have 99% of the people who make their wealth by ply and trade; how are they going
to ply and trade? They need access to education, they need to have the means to get a
good education, they need access to jobs and you have access to these things. So I don’t
know what…I mean mining…I mean I look round my family, myself, I don’t own any
shares other than through my investments through institution. So the likes of the PIC,
Allan Gray, Old Mutual, these people manage my investments; I don’t own the shares
directly. I don’t think my father knows, nor my brothers do, but they are the ones to
speculate. It is well if you go elsewhere to invest. I think it is misguided to give every
person a few shares. I think it is a waste of time; it doesn’t pay well. I think we should get
through wealth creation.
And then for me the whole debate of nationalisation, again, if we can focus on what it
takes to help grow our economy we can add value in growing our economy and creating
world production. Even the distribution discussion or the production discussion. And I
look around and I see that the problems we have in the education, the problems we have
in health, and I don’t think they are associated with money problems; it’s not as though
there is shortage of money. I mean our revenue service is tremendously more effective
than the old Apartheid system in collecting taxes and efficiently doing so. So we are
failing, deliberately failing in delivery; we are not failing with having enough money. When
we talk about nationalisation well it’s just a matter of grabbing more money; it’s not going
to solve anything. I mean it might give one or two individuals easy access to assets with
which they can enrich themselves but it’s not going to enable our State to better deliver.
So I think for me again the whole nationalisation debate, I mean, one needs to be clear
as to what we are trying to do because ultimately unless we grow the economy, unless
we enable black and every other South African to be able to productively contribute we
will never have empowerment. We will always be talking about shifting the goals and
insisting on watching.
7.19 Comment 10
Before Etienne or Duma commented on what I said number one, the issue of about it’s
not going to change for BEE share. My view is that with BEE being not only to create the
structure of ownership but ensuring that people who were previous excluded from
ownership of the economy are couple of years down the line own this economy. It’s about
letting people know that to create wealth, it’s about what the gentleman said to you over
there, it’s about grave instant gratification knowing that they can own the shares for free
and whether they come upon some unfortunate disaster in life which unfortunately they
don’t have money for they should be able to tap into their resource of funds for their
short-term needs. That is really the point that I believe in, hence, I do not agree that there
should be some form of exchange to create liquidity, because believe you me once you
create liquidity those people out there will need to be educated. Then you can start
discussing what you want to educated them about.

Black Economic Empowerment: How Can We Make it Work?

37

The question about Botswana, I agree with you. But I believe that, to generalise,
Botswana has failed to diversify their economy from different sources. The Dutch disease
is so bad that people generally think that there is an easier way of getting rich on the side
than looking at other sources of wealth. I do agree with the point that it is the resources
of the Botswana government that was used to develop the infrastructure and do other
things but unfortunately that economy has not adjusted to global pressures to develop
other sectors of the economy. And I really fear for the South African economy. If we are
going to go the route of State ownership of the mining sector we could have very little
competitive advantage compared to what we have in the manufacturing sector.
7.20 Comment 11
My name is Kwasi and I am from Forrard Research and Consulting and my point is that
when we spoke about BEE deals and focusing on redistributing shares via the JSE, I feel
that it is a really complicated sorted system to try and impose on South Africa when it is
still not sophisticated in terms of investing. If I have to go back to the basic principles of
the human life and Maslow’s Hierarchy it says you must first try and satisfy your basic
needs which is security and food and as time goes on you become confident until you
reach a point of self-actualisation. And when I look at the South African economy it
seems as though we are trying to reach self-actualisation without dealing with the lower
level. And BEE is being treated as an event as opposed to a process, a very long process
which needs to have the basic building blocks.
Now I look at the world and try and identify which economies are actually thriving and
what are the common factors. We look at China, we look at India and we can look at
Nigeria which has been forecasted as Africa’s fastest and biggest economy by 2014. The
most important thing about those economies is that one they just have a huge
population but secondly that population is very well educated. If you look at China, at
least by the time a child is at the age of eight they are able to build a robot. That to me
shows me that you really need to have a high level of education to build confidence so
that in future you can use that confidence to gain clients that can take your engagement
to a higher level or enhance your participation in entrepreneurship. And when I look at
South Africa’s case it seems as though the government seems to be failing in that areas
of trying to develop skills and facilitating a great economy as well as an environment for
people to participate.
And so we jump to the BEE discussions as if we have forgotten the basic building blocks
and I want to find out what your views on that are with respect to the whole debate on
BEE.
7.21 Response 9: Etienne Nell
I completely disagree with your point because by limiting trade to black people you are
disempowering black people and that is exactly what we are trying to achieve; we are
trying to achieve empowerment. So by standing there you cannot say that because you
go to corporate you will fire BEE up; I think it is mildly apprehensive. So this young
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gentleman’s point is brilliantly made and that is what I have said in my closing argument
is that we need to educate the masses about how to invest, how to save and by that you
need to have liquidity to survive life’s little bumps. One of the greatest businessmen the
country ever created was a man called Antoine Rupert and he postulated that. Give a
man a fish and you have fed him for a day; teach him how to fish and you have fed him
for a life time. So if you teach a man how to invest you will teach by implication his
children and so on and future generations; and that I think is true.
Thank you.
7.22 Response 10: Rauten Hofmeyr
For me, I think for me we have to be very clear about what we are trying to achieve, to be
clear on the fundamental objective. And I think it is quite easy to get it right. You know I
think we move away from the real debate; and the real debate is about what we are
trying to achieve with empowerment and things that coincide with our objectives and
then when we get to the ownership what we look at is really worrying.
7.23 Response 11: Duma Qgubule
I will like to answer the building blocks. You know, China, the educational outcome is not
very high and the accumulation of capital is not spread. But I agree with you, the building
blocks start with education and I will like to challenge anyone. My dad is Chairman of
Convocation in Rhodes and we live in this township called Kwanamuhle which is about
90km away from Rhodes and I once asked him: “In your 20 years at Kwanamuhle, have
you ever seen someone from Kwanamuhle go to Rhodes?” And he said: “No, except your
niece, but she didn’t go to school here, she went to kindergarten”.
So my point is that if you go to a township school and tell me it is not about the money I
will tell you that it is about the money. Money is part of the problem in these schools.
None of those schools in Kwanamuhle have got a urinal, a toilet and other things. And as
a family involved in giving education to the children of Kwanamuhle after hours and I can
tell you that from where we operate from there is not a shred of infrastructure. My last
boy, my kid, he went to a government school because his mother is a socialist. I agreed
reluctantly. And he cried for three weeks in the government school which is one of the
best government schools. But anyway, we took him now to a private school where there
is an average class size of 13. He is guaranteed a proper education. Why can’t we have
class sizes of 13 instead of class sizes of 50? So I think education start there at each
school. Each school must have a certain minimum level of infrastructure, teachers, and
qualified teachers. If it doesn’t have those things it is not a school.

Black Economic Empowerment: How Can We Make it Work?

39

FORR VRD
Research and Consulting Services

Forrard Research and Consulting Services CC
Reg. No. 2010/076125/23

Tel: +27 (0)11 483 3419 | Fax: +27 (0)86 663 9544
Email: info@forrard.com | Website: www.forrard.com
307 North Berwick, 017 Lloys Ellis Avenue,
Houghton, 2198, Johannesburg, South Africa

MINING FOR CHANGE

BLACK ECONOMIC EMPOWERMENT:
HOW CAN WE MAKE IT WORK – FORRARD PAPER

EXECUTIVE SUMMARY
Black Economic Empowerment is a critical element in the transformation of South Africa
from a legally racist nation in which less than 10% of the population lived freely enough
to have access to the economic means of production, to one in which all people have
access to all opportunities and the means to achieve their economic goals.
The 17 years of democracy have proven that political freedom without economic
transformation can lead to some undesirable outcomes within society, including
heightened criminal activity, the abuse of women and children and the increase in HIV
prevalence in the country. Economic Empowerment of historically disadvantaged South
Africans (HDSAs) is an important step in curbing the trend of societal and moral decay.
By looking at the empowerment achievements of the mining industry – which has the
highest black economic empowerment deals by value – can shed some light on how well
the process has gone thus far.
The mining charter with its six objectives and eight stakeholder goals is the guiding tool
for the transformation of the mining industry. It contains in it clear goals which are to be
attained within clear timeframes. The roles and responsibilities of the different
stakeholders are quite well defined at the conceptual level. What the charter does not
have is adequate tools to ensure that the goals are achieved in accordance with what
stakeholders agreed to.
The goals set cover the areas of migrant labour, housing and living conditions,
employment equity, human resources development, beneficiation, procurement, mine
community development and ownership. Each of these goal areas is important for the
meaningful transformation of the industry and the country.
In order for empowerment to be meaningful, it needs to be genuinely about changing the
historically imbalanced economic structure of South Africa and not merely about
compliance. There needs to be “empowerment at the end of the month” for HDSAs if it is
to impact them positively. There must be a flow of income and the development of an
asset base to ensure that they are able to participate in the mainstream economy.
This paper, based on the third of the six Mining For Change seminars hosted in
partnership with AngloGold Ashanti and Motjoli Resources, explores the challenges and
achievements of Black economic empowerment efforts in South Africa. It discusses
some of the bottlenecks to meaningful economic empowerment for HDSAs and what can
be done to bridge the gap between mining companies and HDSAs where transformation
is concerned.
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8 Introduction
Black Economic Empowerment (BEE) is an attempt to redress the historic inequalities
that resulted from the “systematic marginalisation of the majority of South Africans,
facilitated by the exclusionary policies of the apartheid regime, (which) prevented
Historically Disadvantaged South Africans (HDSAs) from owning the means of production
and from meaningful participation in the mainstream economy” (Mining Charter, 2010).
The areas targeted for redress include ownership, procurement, employment equity,
beneficiation, human resources development, mine community development and
housing and living conditions.
BEE is ultimately about ensuring that there is a sufficient transfer of assets to HDSAs to
ensure that they are able to meaningfully participate in the economy, eradicate poverty
and reduce inequality. It is for these reasons that the 2010 version of the mining charter
stipulates that “stakeholders will engage the financing entities in order to structure BEE
financing in a manner that will ensure that a percentage of the cash-flow is used to
service the funding of the structure, while the remaining amount is paid to the BEE
beneficiaries”. This allows BEE entities to leverage their equity in a manner that
facilitates their sustainable growth, instead of putting all their eggs in one basket and
waiting for an extended period of time before finding out if their investment has borne
fruit.
8.1 Structure of the Paper
This paper on Black Economic Empowerment in the mining industry is structured in the
following manner:







Chapter 1 gives the executive summary, presenting the aims of the paper broadly.
Chapter 2 serves to introduce the discussions contained in the paper and the
structure of the paper.
Chapter 3 discusses the key elements of the mining charter, the aims and
objectives contained therein
Chapter 4 looks at how far Black Economic Empowerment has unfolded in the
mining industry since 2002.
Chapter 5 investigates the possible options for the way forward if Black Economic
Empowerment is to work, and
Chapter 6 concludes the paper with a summary of its outcomes.
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9 The Mining Charter
The mining charter was one of the first major empowerment charters drafted, having
been first introduced in the second half of 2002. The mining charter has since been
reviewed and redrafted, and the new version was published in September 2010.
9.1 Charter Objectives
The Mining Charter is defined, within its own pages, as the broad-based socio-economic
empowerment Charter for the South African mining and minerals industry. It is a
Government instrument designed to effect sustainable growth and meaningful
transformation of the mining industry. Its six listed objectives are the following:
1. To promote equitable access to the nation’s mineral resources to all the people of
South Africa;
2. To substantially and meaningfully expand opportunities for HDSAs to enter the
mining and minerals industry and to benefit from the exploitation of the nation’s
mineral resources;
3. To utilise and expand the existing skills base for the empowerment of HDSAs and
to serve the community;
4. To promote employment and advance the social and economic welfare of mine
communities and major labour sending areas;
5. To promote beneficiation of South Africa’s mineral commodities; and
6. Promote sustainable development and growth of the mining industry.
9.2 Charter Commitments
The mining charter aims to achieve its six overarching objectives by ensuring that mining
industry players meet their obligations of achieving a number of pre-agreed upon
commitments in eight areas of the mining industry: ownership, procurement,
employment equity, beneficiation, human resource development, mine community
development, and housing and living conditions. These achievements, in parts, can be
offset by the achievement of other goals so as to make up for the failure to meet the
commitments. The list of goals that stakeholders have committed to achieving includes
the following:
1. A minimum target of 26% HDSA ownership to enable their meaningful economic
participation by 2014 – in the case of ownership, the value of local beneficiation
is considered as an offset
2. Procure a minimum of 40% of capital goods, 50% of consumer goods and 70% of
services from BEE entities by 2014 – exclusive of non-discretionary procurement
expenditure
3. Ensure that multinational suppliers of capital goods annually contribute a
minimum of 0.5% of annual income generated from local mining companies
towards socio-economic development of local communities into a social
development fund from 2010
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4. Every mining company must achieve a minimum of 40% HDSA demographic
representation at executive management (Board) level, senior management
(EXCO) level, core and critical skills, middle management and junior management
level by 2014
5. Invest a percentage of annual payroll in essential skills development activities
reflective of the demographics, but excluding the mandatory skills levy – this can
include support for South African based research and development initiatives
intended to develop solutions in exploration, mining, processing, technology
efficiency (energy and water use in mining), beneficiation and environmental
conservation and rehabilitation
a. The percentages to be invested are 3% for 2010, 3.5% for 2011, 4% for
2012, 4.5% for 2013 and 5% for 2014
6. Mining companies must conduct an assessment to determine the developmental
needs in collaboration with mining communities and identify projects within the
needs analysis for their contribution to community development in line with
Integrated Development Plans (IDPs), the cost of which should be proportionate to
the size of investment
7. Mining companies must convert or upgrade hostels into family units, attain the
occupancy rate of one person per room and facilitate home ownership options for
all mine employees in consultation with organised labour by 2014
8. Every mining company must implement elements of sustainable development
commitments included in the “Stakeholders’ Declaration on Strategy for the
sustainable growth and meaningful transformation of South Africa’s Mining
Industry of 30 June 2010 and in compliance with all relevant legislation
Every mining company must report its level of compliance with the Mining Charter
annually. Failure to comply with the mining charter and the Mineral and Petroleum
Resources Development Act (MPRDA) can lead to the suspension or cancellation of
mining rights and/or permits.
The mining charter is a starting point that can be used by mining industry stakeholders to
begin the process of transforming the industry into one that is truly representative and
contributes to the development of the country. However, it should not be viewed or
treated as an end in itself, merely a means to an end.
10 BEE in the Mining Industry
Black Economic Empowerment as envisioned in the mining charter includes the
transformation of the mining industry by focusing on eight areas of concern. In
determining whether the economic empowerment of HDSAs has occurred in the industry
in accordance with the vision of the mining charter it is necessary to, in turn, look at each
element (area of focus) of the mining charter.
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10.1 Migrant Labour
The apartheid system was bolstered by the labour of men from South Africa’s
neighbouring countries who were migrant labourers in the mining industry. Ensuring that
migrant labourers are treated equally within the industry and experience no
discrimination is a goal all stakeholders agreed to pursue.
As a measure to determine the progress made in this regard, it was agreed that
companies must subscribe to government and industry agreements to ensure nondiscrimination against foreign migrant labour. Judging from the benefits enjoyed by
immigrant workers in terms of skills development, companies have complied with the
government’s and industry’s desire to ensure non-discrimination towards migrants, even
though there is an absence of agreements to promote non-discrimination between
companies and government.
10.2 Housing and Living Conditions
Single sex hostels were the chosen form of housing by mining companies for Black
employees in apartheid South Africa. The type of housing contributed to the appalling
living conditions that miners were subjected to, as did the communal bath and ablution
facilities. Above all other things, the single sex hostels led to a destruction of the social
fabric that is engendered by the structure of family units. They also led to the spread of
various sexually transmitted diseases for a myriad of reasons. It is for these reasons that
housing and living conditions needed to be addressed in order that mine workers would
have more humane living conditions and be better able to live with their families near
their place of work.
Mining companies agreed on the need to improve the standard of housing at their mines
by upgrading hostels, converting hostels into family units and promoting home ownership
options to their employees. The mining companies were required to show a plan to
address housing and living conditions issues over time, showcase what they had done to
improve housing and living conditions and how they aimed to further improve conditions.
As part of improving living conditions, mining companies were also required to indicate
what they had done to improve nutrition for their employees and a plan to increase
progress in this area over time.
The results have not been satisfactory at all. Only 26% of the mining companies have
provided housing for their employees, 29% have improved the existing standards of
living, 29% have offered nutrition to employees or have established plans to effect
improved nutrition and 34% have facilitated employees’ access to home ownership.
Much still needs to be done to improve living conditions for mine workers in South Africa.
The comparatively low productivity of the South African mining industry labour can partly
be attributed to the unacceptable living conditions under which they are housed and the
lack of sufficient and proper nutrition for the workers. Improving this aspect of the mining
industry has the potential to yield higher profits as a result of increased productivity.
Improvement in this area is in every stakeholder’s best interest.
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10.3 Employment Equity
Job reservation for white people was a significant aspect of apartheid which led to the
progression of white employees through the company ranks while Black employees were
barred from progression. Ensuring equity in the workplace and achieving a
demographically representative workforce at all levels is therefore an important aspect of
effective economic empowerment of HDSAs.
The three measures used to facilitate the achievement of a demographically
representative workforce in the mining industry were the following: publishing of an
employment equity plan and annual progress reports, establishment of a plan to achieve
a 40% HDSA participation in management target by identifying a talent pool to be fasttracked and the establishment of a plan to ensure a 10% women participation in mining.
By 2009, only 37% of all mining companies had an employment equity plan developed
and no progress reports had been submitted to the Department of Mineral Resources
(DMR). An average of 26% of mining companies achieved 40% HDSA participation at
management, 10% of whom are white women. Only 26% of the mining companies
achieved the requisite 10% women participation and the majority of them perform
support functions. 83% of mining companies had not identified a talent pool and the
majority of HDSAs still occupy lower levels of employment.
There is a dire lack of investment in the skills development of the HDSAs in the mining
industry which has resulted in the absence of a talent pool to ensure meaningful gender
and racial representation. This is especially perplexing because the majority of the
people employed within the mining and minerals industry is HDSAs with many years of
work experience. The failure to comply with these targets seems to be due to an
unwillingness to develop and make use of the necessary tools to make it possible. There
is no real interest in ensuring meaningful transformation of the mining industry, only
compliance, and only if failure to comply can lead to penalty. The lack of regulatory tools
to ensure compliance in the 2002 version of the mining charter is part of the reason that
even those targets set were not complied with. Compliance has up to now been viewed
as inconsequential.
10.4 Human Resources Development
The mining industry is knowledge based and therefore requires a greater emphasis to be
placed on skills development. The skills shortage in South Africa is more keenly felt by
the mining industry because of this, and it is for this reason that the mining charter made
human resources development a point of focus. Given that the overwhelming majority of
mining sector employees is Black, human resources development in the sector has the
potential to lead to the meaningful empowerment of HDSAs.
Three measures have been used to effect skills development: opportunities provided to
employees to be functionally literate and numerate, implementation of skills
development plans and career paths for HDSAs and the development of systems to

Black Economic Empowerment: How Can We Make it Work?

6

mentor empowerment groups. In the 2009 mining charter impact assessment some
dismal results were found. Only 17.1% of the mining sector employees were functionally
literate, 17.1% had career paths developed for them and only 11.4% of all empowerment
groups had mentorship programs put in place for them.
The reasons for this failure included (but were not limited to) a lack of management
support for staff participation in Adult Basic Education and Training (ABET), a disconnect
between the plans submitted to the DMR and actual implementation and the focus on
the development of senior managers at the exclusion of lower level employees. A lot of
people who were said to be mentors and protégés in the programs submitted to the DMR
did not even know about the existence of the plans.
The main problem with the approach to human resources development taken by the
mining industry is that it has focussed on basic skills development at the expense of
developing the requisite skills to effect meaningful transformation of the industry.
10.5 Beneficiation
As has been extensively discussed in the second seminar paper, though some progress
has been made in beneficiating minerals locally, it’s not enough. As for the involvement
of HDSA companies in beneficiation, the mining charter is silent on the matter.
Beneficiation is viewed as having the potential to accelerate economic growth and job
creation in South Africa. What is not highlighted – given that it is an infant industry – is
its potential to be used as the model of how an integrated South African economy should
operate. In order for this to happen, there needs to be clear Black economic
empowerment imperatives put in place for the industry, with ownership and participation
requirements for companies that beneficiate local minerals to fully comply with from the
first day of operation.
Instead of this approach, beneficiation is being used as an alternative to Black ownership
of mining companies. Mining companies that beneficiate minerals locally are permitted
to offset their beneficiation efforts against the obligation to increase the level of Black
ownership in those companies. Though there are pockets of local beneficiation of the
country’s mineral resources, it occurs in an uncoordinated manner. There is little to no
HDSA participation in the beneficiation industries and there is no pressure to increase
this participation form government. This position needs to be reviewed. The participation
of HDSAs must be a goal for all industries up and down the mining and minerals industry
value chain.
10.6 Procurement
Empowerment is about making a meaningful impact on the material wealth of HDSAs in
the country. Ensuring that they play a meaningful role in the mining value chain and
provide the various outsourced services in a manner that will ensure that they can create
thriving enterprises that have cash-flows and real assets is amongst the best ways to
make this happen. Unfortunately the procurement of capital goods involving huge sums
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of capital funds managed and dispensed by the mining industry continues to be
dominated by non HDSA companies. Ensuring that mining companies procure their
capital and other goods from HDSAs is a potential avenue for HDSA supplier participation
in the mainstream economy.
To get the mining companies to begin the process of including more HDSA suppliers on
their procurement list, companies were asked to determine the current level of
procurement from HDSA companies in terms of capital goods, consumables and
services, give HDSA companies preferred supplier status and commit to a progression of
procurement from HDSA companies over three to five years.
Procurement from HDSA companies averages a mere 37% of the mining industry
suppliers list, although the ownership and management control status of their HDSA
suppliers could not always be ascertained. Those HDSA companies that are mining
industry suppliers tend to be suppliers of consumables and non-core services and
account for less than 3% of total procurement expenditure. Only 11% of the companies
have given HDSA companies preferred supplier status and only 20% have indicated
commitment to the progression of procurement from HDSA companies over a 3 to 5 year
time-frame.
The mining industry has made little progress with respect to procurement. There are
challenges involved in doing this, like finding reliable HDSA companies to procure goods
and services from. If this aspect of the mining charter is to be achieved, more needs to
be done to support the development of HDSA owned companies that can supply the
mining industry with the goods and services they need – consumable and capital – at the
quality they need and with the appropriate level of post-sale support. Transforming the
procurement patterns of the mining and minerals industry requires the transformation of
the industries that form part of its value chain.
10.7 Mine Community Development
Mining operations in South Africa are usually located in remote and under-developed
towns. Contrary to logical expectations, the discovery and exploration of minerals in
towns around the country has not led to their growth and development, instead, it has
often led to the creation of mining ghost towns. This has been attributed to poor mining
practices of the past. To ensure that this does not continue to happen, mining industry
stakeholders agreed to include the active pursuit of community upliftment programmes
as a mining charter objective. These programmes are to be targeted at communities in
mining towns and those in the labour sending areas.
To help meet this objective, companies were required to formulate integrated
development plans and cooperate with government in their implementation in
communities where mining takes place and for major labour sending areas.
There has been some success in this area in the communities where mining takes place,
but this cannot be said for the labour sending areas. 63% of companies engaged in

Black Economic Empowerment: How Can We Make it Work?

8

consultation processes, while 49% of companies participated in the formulation of
Integrated Development Plans (IDP) in mine communities. Only 14% of companies
extended their participation in the development of IDPs for labour-sending areas.
The limited success achieved in this area has been mainly in the consultation of
communities, but there has been little connection between the drafting and execution of
plans so little has in effect happened to make community development a reality. Mining
companies need to find ways to collaborate with local government to ensure that plans
are implemented and executed.
10.8 Ownership
The ownership patterns within the South African economy are largely a result of the
exclusionary apartheid policies that prevented Black people from owning the means of
production in any form. The unfortunate result of this has been the exclusion of the Black
majority from participation in the formal economy, leaving them lodged on the economic
side-lines where very little of the country’s income is generated. Reintroducing Black
people into the formal economy needs as deliberate an effort as their exclusion was if it
is to occur within an acceptable timeframe. Putting policies in place that make law the
participation of Black people in ownership structures is one way to ensure that this
happens.
The uneven ownership structure of South Africa’s economy being a matter that needed
correction, mining sector stakeholders agreed to transfer some ownership of mining
companies to HDSAs. The targets set for the transfer of ownership were for each
company to transfer 15% of equity within five years of the implementation of the first
mining charter (which was implemented in 2004) and 26% within 10 years. When the
charter was first adopted the mining industry agreed to make R100 billion available to
HDSAs to ensure the transfer of equity, however, this amount was later found to only be
sufficient for the transfer of only 5% of equity given the industry’s net asset value.
Black ownership of the mining industry is no more than 9%, nearly nine years after the
adoption of the 2002 mining charter and seven years after its implementation. In
addition to this, a closer investigation of the special purpose vehicles (SPVs) used to
ensure the transfer of ownership to HDSAs shows that some of the benefits of these
schemes are accruing to non HDSAs, thereby nullifying the objectives of having them in
the first place. In many of the cases, the ownership of mining assets by HDSAs is tied up
in loan agreements which don’t allow them to benefit from their ownership. They are
essentially not assets as they produce no income for the HDSAs and they cannot be used
to secure funding in order to develop other businesses that can be income generating
entities for HDSAs.
In the eight year period between 2000 and 2008 there were 190 mining industry BEE
deals with a total value of nearly R125.5 billion. This is only a fraction of the net asset
value of the mining industry. The transfer of ownership has been limited at best, non-
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existent at worst. More needs to be done by mining companies if this is to happen
without the need for the development of a regulatory framework that ensures that it
does. Moreover, there has been no verification of the number of HDSAs that have
benefited from these BEE deals to ensure that they have been broad based, neither is it
clear that they have led to the improvement of the economic conditions of the people
listed as beneficiaries and their dependents.
More inclusive and mutually beneficial BEE deal structures have to be worked out if they
are to benefit individual HDSAs in large numbers and impact their material wellbeing.
11 What Needs to be Done
The mining charter, especially the 2010 version, is a fairly good way to begin the process
of transforming the mining industry with HDSA representation and participation. What is
important is to ensure that stakeholders are given the necessary support to achieve their
stated goals while not remaining unnecessarily locked in cumbersome BEE deals.
11.1 Meaningful Empowerment
As stated before, BEE is ultimately about ensuring that there is sufficient transfer of
assets to HDSAs to ensure that they are able to meaningfully participate in the economy.
The process of economic empowerment for HDSAs must aim to open up opportunities for
them to develop enterprises over whose cash-flows they will have control. There needs to
be a way to include HDSAs in the mining industry value chain (both up and downstream)
to ensure that there is “empowerment at the end of the month”. These need to be
income generating entities that provide meaningful services in the mining industry.
The different elements of the mining charter (especially procurement, beneficiation and
ownership) need to be properly monitored. The set targets must be strictly enforced by
government if they are to produce any meaningful outcomes. The time for thoughtless
compliance and window dressing needs to come to an end. The focus must be on real
transformation that impacts the everyday lives of common South Africans.
There are a number of challenges that need to be addressed that can help make the
process of empowerment easier to implement. One of these challenges is that of
ensuring that once a company is empowered it can at least be certain to remain
empowered for the duration of the empowerment deal years, while BEE shareholders
retain the freedom to buy and sell their shares as they please.
11.2 BEE Share Market
One of the major challenges with the structure of BEE deals currently is that they allow
the participants no freedom to use the market to their advantage or benefit. The reason
for this is that mining companies have tried to structure deals in a way that prevents
them from losing their empowerment status for the period under which the share
ownership is not officially transferred to the BEE shareholders. There are generally
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restrictions on when these shares can be sold and to who they can be sold depending on
the details of the financing plan that is in place.
The creation of a trading platform on which BEE shares can be traded by and between
HDSAs is potentially a mutually acceptable solution to the problem. That way BEE
shareholders are able to enjoy the liquidity benefits of participating in the stock market,
while mining companies retain their empowerment statuses. The Johannesburg
Securities Exchange (JSE) has established a platform on which BEE shares can be
traded, but only one company has listed on it thus far, probably because the listing
requirements remain too cumbersome for smaller schemes to be able to use the
platform. The idea needs to be better developed and set up in such a way that BEE
shareholders in one company can as easily buy shares from BEE shareholders in another
company, but regulation currently does not permit this.
Empowerment must lead to real income generation for HDSAs, it must allow participants
the freedom to buy and sell stocks as they see fit without compromising the aims and
objectives of the charter and it must be done with the view of meaningfully contributing
to the transformation of South Africa’s economic structure, not merely for the sake of
compliance.
12 Conclusion
There are some good policies in place to allow economic transformation to happen in
South Africa. There is an absence of willingness to ensure that the objectives set are
achieved by the very stakeholders who set them. Contrary to what is proclaimed on
public platforms, the mining industry still appears unwilling to ensure that meaningful
transformation of the industry takes place.
There is a long way to go before Black Economic Empowerment can begin to make a
difference in the lives of average South Africans. However, the process has been set in
motion and what remains is the execution of outlined objectives by all stakeholders.
Some key challenges need to be addressed, but their nature does not have to result in
the stalling of the process in any way.
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MODELS FOR THE DEVELOPMENT OF MINING
COMMUNITIES – TRANSCRIPTION
The mining industry has mineral resources valued at R2.6 trillion with about an 80 to 90 year lifespan during which
South Africa’s resources can be used to develop both present and future communities. The challenge in South Africa is
to have mining activities contribute meaningfully to sustainable community development. Communities which
encompass mineral endowed towns, surrounding townships and villages as well as labour sending areas need to benefit
from the country’s mineral wealth. The challenge lies in the co-ordination between government, mining companies and
communities to develop new models which will realise measurable sustainable success. The current models have been
suboptimal if at all successful.
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This document is a transcription. Please be advised that this transcription was done from
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note that the certification is to the "best of our skill and ability".
While it is believed to be current and accurate, it is not warranted to be so. Should any
inaccuracies or omissions be found, please notify Forrard at info@forrard.com for
correction. Divergence from the original in format and pagination are to be expected. As
a transcription, this is not a legal document in itself, and should not be considered
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interested parties and stakeholders to the debate and discussions of the Mining for
Change seminars 2011.
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1

KEY NOTE ADDRESS

1.1 Paul Kapelus (Co-owner and Director of Synergy Global Consulting)
Thanks very much for inviting me to share some thoughts and ideas about issues of
models for community development and nationalization. I very much look forward to the
debate that is going to take place with France, Kgosi, dumela ntate, and Gavin after I
have spoken. I hope that what I say can be ripped apart and opened up and examined
and challenged. My central argument today is that the challenge of ensuring that mining
contributes to meaningful and sustainable development extends far beyond any
consideration of ownership or control over mines. This view is based on 20 years of
working in communities, most of which are hosts to mining companies. I started my
career studying the politics and culture in mine-worker hostels. I worked on platinum
mine shafts and hostels. I have worked in at least 50 exploration mine sites across Africa
and many, many more communities. Across Africa societies are faced with a common
issue of making the demand for African minerals, metals, oil and gas count for future
generations. The next 20 years represents a significant opportunity for African societies
to positively transform on the back of this demand for African resources.
The nationalisation debate is raging across the continent and indeed the world in
different guises and forms. If you read the latest Ernst & Young report on business risk in
the mining and metals industry it ranks nationalization as the number one risk and
maintaining a social license to operate as risk number 4. So my work is really with
companies, it’s with communities and it’s with governments to try to figure that nexus of
development that takes place between the three sets of actors. What I am also saying is
that we need to take a long term view; is that we need to think 20 years, or 30 years or
40 years. If you look at the platinum deposits, it’s 80 years of lives of mines. We’ve got a
chance now in South Africa to take a long-term view. What I really want to warn again is
that quick-fixes will definitely fail. We’ve seen that they have failed in the past and they
will fail going forward whether those quick fixes are driven by companies or by
governments. South Africa needs mining to be a national good; it’s an absolute
imperative. This is quite possible, however, the social, economic and political context of
mining operations demands a new approach to community development. More of the
same is not good enough.
Communities influenced by the mines are demanding greater economic and social
benefits from the extraction and processing of minerals and metals. The issue therefore
is how to translate taxes, royalties, social investments, special purpose community
trusts, the hiring of labour, the securing of goods and services and non-core assets
ownership into development drivers and economic engines for communities. Much of the
solution relies on process as opposed to just content. And this is at the heart of the
challenge. Now for the first time in my career, I witness governments, communities and
companies wanting the same thing: The spreading of benefits. If benefits aren’t spread
governments will collapse, companies will fail and communities will sink into conflict.
This might sound alarmist, but it is a reality faced by both the sector and countries
endowed with minerals and metals but there is certainly an opportunity in RSA. If we face
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up to this challenge in SA we can transform the sector into a more productive,
competitive and favourable investment destination. So any decision we take about
spreading the benefits must contribute to making the South Africa mining sector a lot
more valuable. Hopefully useful lessons will be taken from countries such as Bolivia,
Zambia, Chile, Norway, Botswana and many others. But surely the R2.6 trillion value of
the mining sector can be unlocked for current and importantly future generations. The
development of new mines, more efficient mines, globally competitive mines has to
support the South African project of communities that can really thrive in this world and
are socially and economically resilient. But there is no silver bullet to this; it needs a
whole business approach, it needs a whole government approach and it needs a whole
community approach. It is not about social development; it is about the whole.
If you look at the history of community development in South Africa, apologies if you all
know about the history of South Africa but I think it is important to just reflect a little bit,
it tells us that communities wait for development to be delivered to them. Colonialism,
Apartheid, and democracy have all perpetuated a community development model that
those in power will deliver. You must wait patiently for this to happen and observe all
rules and protocols along the way. But this myth of development is as flawed as the stalk
delivering a baby. What South Africa needs are communities that can derive their own
development, that have economic engines that create jobs and enable the trading of
goods and services between communities and the market. And where better than those
communities in South Africa that are hosts to mines?
It is clear that benefits do not necessary trickle down from the national fiscus to the
mining communities. With what I see in development administration I am not convinced
that simply getting more money into the fiscus will deliver greater benefit to mining
communities. There are just too many blockages in the development delivery system.
Arrangements between local government and mining communities need to become a lot
more productive and a lot more creative.
What do I mean when we talk about communities? This includes both settlements in the
area of mining operations and from labour sending areas. Examples of some settlements
are Kathu in the Northern Cape, Mokgoasi in the North West or Burgersfort in Limpopo.
These mineral endowed towns are the fasted growing urban environments in South
Africa facing growing pains that risk placing even more local municipalities under
administration. There is massive demand for all forms of development goods: transport,
infrastructure, housing, education, health, sports and recreation, water and sanitation.
Then there are the villages consisting of everything from mud-huts to brick houses and
most of these are on what we call tribal or traditional lands with land being held in trust
by the government or in some cases having being restored through a land claim and held
by a community trust. And to date there is little possibility of unlocking the value of the
land held under trust where title deeds are not available. A lot more work needs to be
done on thinking through how to maintain traditional land ownership but unlock value.

MODELS FOR THE DEVELOPMENT OF MINING COMMUNITIES

17

The politics of land ownership in South Africa, I still believe, is a ticking time bomb and is
also linked to the development of communities around mines.
And finally there are the high-density townships around mines made up of informal
settlements, RDP housing settlements and mining housing. Working in many of these
settlements I realize that the economics of these settlements are not working very well.
Across the country we see municipalities under administration, service delivery protests,
the collapse of municipal infrastructure, and a politicization of development that is a s
significant as what we saw under Apartheid. Many of the municipalities that are
struggling to deliver services and manage their affairs are also hosts to all bodies. In fact
they are situated in some of the world’s most valuable mining areas. I know that some
municipalities are still of the view that the corporate social investment of mining
companies, their social and labour plans and their contributions to local economic
development give the municipalities the excuse to take a hands-off approach. I also
know that mining companies cannot afford to have poorly run municipalities so they take
over key functions or subsidize budgets. This further exacerbates dependency on the
company and creates a dysfunctional relationship and ultimately undermines the
benefits to be derived from mining. We have to find a balance.
We need functioning municipalities, we need companies that can rely on the
municipalities and we need municipalities that can deliver development. Even now there
are many municipalities which are still supported by the private sector. This problematic
relationship with municipalities is causing a lot of anxiety for mining companies. There
was a time when companies were fine with simply replacing local government, seeing it
as a cost of doing business. But local government is now democratically elected and has
constitutional powers that cannot simply be surrendered to mining companies. So mines
in South Africa find themselves in a difficult position, unable to create models for
community development that relies on the municipalities to deliver the services. What is
to be done within this reality? No amount of corporate social investment or social labour
plan contributions will ever replace a functioning government. And as I would argue,
neither should it.
The Mining Charter was never designed to replace government. So how is value created
at the community level? The policy of broad –based empowerment forces companies to
enter into a lot of commercial deals with community-based organisations such as
women’s sewing association, disability groups or youth clubs. This has been an
interesting space over the last ten years. As a consequence those community structures
had to suddenly respond to this need. Those that could respond or were well connected
got the rewards and were a lot more competitive than those who didn’t. Another
interesting dynamic in this space has been the corporatization of traditional authorities.
Those traditional authorities that own mineral rights such as the Bafokeng have
commanded incredible financial power through their dealings with Anglo Platinum and
Impala Platinum and have been translating this wealth into other forms of economic
development such as investments and infrastructure. Other traditional authorities such
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as the Bakgatla-Ba-Kgafela have secured equity in Anglo Platinum and have also secured
the mineral rights for other deposits giving them the opportunity to bring on board
operating partners. So those who have managed to create financial value from minerals
have also managed to finance their own community infrastructure including
administration buildings, sports stadiums, and schools of excellence, bulk infrastructure,
roads, game farms and even polo tournaments.
The challenge for these high-flying corporate tribes is the same challenge facing the
government of South Africa: it’s the poverty gap and the need to spread the benefits. This
has also, however, led to some conflict in some communities. The numerous challenges
of chieftaincy that take place in court room battles have impacted on the ability of mining
companies to enter into agreements with communities. The risks are seen as too high.
The representation and governance of many communities is pretty unstable at the
moment that has placed companies in difficult situations and community leadership in
difficult situations especially because they need to secure the consent of communities as
part of the granting of the mine license. So as long as communities are tearing
themselves apart to secure the direct financial benefits from mining deals, there will be
very little meaningful development. And so there is a great need for the government to
provide the leadership to ensure that these internal battles are well contained and
resolved effectively.
It is funny to think that in the very early days of explorers in Africa, the mining companies
got away with giving a bottle of whisky to the Chief or the Kgosi, then they needed to give
them a house and now it’s equity. The goods must come; the benefits need to be seen to
come. The situation has increased in complexity a hundred fold in the last 30 years. The
question is we have got a lot more room to go in South Africa and we have got another
50, 80, 100 years in mining in this country and we need to figure these things out, now!
Generally speaking, driving compliance with BEE regulations in my opinion has not
empowered communities to build capacity and get on with improving their lives. In fact in
the years before the CSI box on the score card there was a lot more innovation, risk
taking and quality analysis than what is demonstrated currently. I do see some
companies are beginning to realize that they are tenants and not landlords. And this
subtle change in attitude is resulting in new and exciting changes to policies and
practices that support really good business, healthy relationships and societal wellbeing.
I am convinced that new attitudes, subtle as they, are poised to deliver value and as
South Africa we are not far off, I believe, from being able to create a lot more value. I
think we’ve got what it takes in this country to actually turn things into a very positive
outcome.
But the nature of South African capitalism is that it is the concentration of the wealth;
this was the situation before and during Apartheid and is largely the situation today. A
colleague of mine said to me the other day: “there was a time when you could put all the
heads of the South African families who controlled the JSE into one minibus and drive
them around the countryside”. Well either the families have changed or the minibus has
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been recapitalized and has got a whole lot more seats. But there are still no airbags and
there are no ABS brakes. So what I am saying is that the risk to this country of this wealth
concentration has not yet changed and there are no greater safety nets. And it is in
everyone’s interest that new models for community upliftment are created, not just for
those communities affected by mining or influenced by mining, but all communities. But
luckily, and this is the way I see it, there is recognition by the government, by the Youth
League, by companies, by communities that there are too many blockages to the value of
the mining sector being unlocked and truly unlocked. There is also general consensus
that more money won’t solve the problem under the current models of government
decentralization.
There’s serious concern about community equity ownership; you can’t eat a share
certificate. The current thinking around community equity trust models is that dividends
deliver development to communities. So far though, there is no real evidence that these
trusts create long-term benefits. But let’s not discount their value. They can deliver if
structured properly and well governed. I saw this morning on the news in Zimbabwe, the
Zimbabwean government is pushing for community trusts around mines and suddenly
the Zimbabwean politicians are climbing in and wanting to control the trusts. As I said in
the beginning, these quick-fixes are surely to fail and the communities that are around
the mines will be the last in line to actually benefit from any of the quick fixes. After-all
many of these trusts are actually being setup at the moment to outlive the life of the
mine which is a really important consideration for post-mining sustainable community
development but they will never replace government and if the environment in which
these investments must be made is corrupt and inefficient then it will undermine their
effectiveness.
I am amazed that there can be such little coordination in one municipal area between
mining companies and an inherent inability to leverage partnerships between mining
companies in the same area. The inability on a whole, for the municipal five year
development plans to provide a really good enabling framework for companies to make
investment is also causing problems. However, there is definitely an emerging
recognition that greater coordination between companies and with the municipalities can
go a long way in solving common problems. We have got to get some of the basics right
to solve these problems. And entities like the producer’s forums, they need to be
leveraged for community development.
So the central argument that I have made earlier on in this talk is that we need to create
economic engines in communities. And one way of doing this is to transfer non-core
assets of mining companies into viable community trusts. This is a hugely exciting
prospect for South Africa and certainly what keeps me motivated to keep working in this
space. Well I don’t really know what else I would do. But these management trusts need
to be run by effective management companies. So what are these assets that I am talk
about that I see when I drive around the landscape, and I drive around the countryside
and I drive around mines? I see golf courses, I see housing estates, I see game reserves,
I see hospitals, and I see water works. These could be sold or gifted to trusts owned by
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communities and the mine can become the anchor tenant for the utilization of these
assets. Because the mine no longer owns these assets they can take them off their
balance sheets; everyone is happy. It is incredible that mines have hospitals that are
severely underutilized in an environment where access to government health facilities is
terrible. So there are definite rational economic arguments to build sustainable models
for community development.
What about the hiring of local people into the mine? On the whole we see that local hire
is mainly low-skilled workers. The excuse is that there are few skilled people in
communities. It is amazing, and I am going to generalise now, that if you ask the average
company if they can guarantee that a child born today, what I would call under the
shadow of the head gear, can become a mine manager? And the answer is generally no.
The reality in South Africa is that there are no apprentice technical training facilities;
there are no mining training facilities in the areas that count apart from company training
facilities. And I have just done an investigation in company training facilities and it seems
to me that they are so busy they cannot take on any more students. There is a critical
need to establish apprentice training facilities and technical high-schools that can
services the mining sector. I am amazed that the country we got rid of the technical
training, and the apprentice training facilities. It was, you know, crazy!
Another worrying trend, and I saw it in the newspapers a few weeks ago, is that there are
a fewer social science graduates coming out of universities. I am an anthropologist and
the likes of social sciences, they provide the skills for dealing with community
development models, stakeholder relationships and conflict resolution.
Let’s turn to the labour sending areas. Take the Eastern Cape as an example. The only
way a mining company can truly make a difference in the Eastern Cape in the lives of
people that they have depended on is through effective partnership with local authorities.
It is impossible for a Goldfields or an AngloGold Ashanti to try to do development in the
Eastern Cape from the Witwatersrand; it is impossible. I was completely astounded two
years ago when I was on holiday in the Eastern Cape and I saw a gold-mining company
ambulance right down in the Eastern Cape collecting a sick miner to transport him back
to the reef for treatment. If companies can’t rely on state hospitals to take care of their X
employees then the scenario are terribly bleak. What I am seeing though is that new
initiatives in labour sending areas in agricultural development in partnership with mining
companies and governments are unique in the approach as they are taking a holistic
view of community development models. I am particularly keen to see how, for example,
the first hemp production facility in the Eastern Cape where they will have a contract with
BMW’s linked with mining companies and how this might provide an engine, an
economic engine for that community even though it is a BMW engine; I don’t mind.
The migrant labour system is what I want to turn to next and in particular its relationship
with models for community development and the fact that this really has to be rethought.
We’re resting on a model and using a model that has been around for a hundred years.
But based on research and analysis there are very good socio-economic and governance
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arguments that migrant workers should rotate between the labour sending areas and the
mining environment a whole lot more frequently otherwise the problems of migrant
labour system will continue to curse both urban and rural areas. The argument is that
more money must flow to the labour sending areas instead of the money being spent on
the mines, on a second wife, and their fridge, and their cellphone and a top-up accounts
etcetera. Migrant worker’s families, in actual fact from what I have heard, are some of
the poorest. Mine worker skills must become a feature of the labour sending areas a lot
more frequently than when the workers go home to retire or if they are sick with AIDS or
TB. Local authorities will have access to these skills and will be held a lot more
accountable.
Creating a more modern migrant labour system will enable greater efficiency and
competitiveness of the mining sector. I am actually beginning to wonder if the new airline
of the taxi industry is actually a signal that migrant workers need to go home a lot more
frequently. And it’s our job as government, as industry to respond to that need to change
the way things are done. I understand that feasibility studies have shown that changing
the rotation schedule, transporting the workers home every eight weeks is actually
economically viable. This highlights the fact that community development is not the
preserve of social development departments but it’s actually connected to the core
business model of mining companies. And this is where the real value lies: it’s how mines
are structured, how the businesses are structured, that’s where development is
delivered; not in CSI. That’s great to have CSI, but it is a drop in the ocean compared to
when you master the power of a whole business.
But let us not kid ourselves about the fundamental operating model of mining. Mines
want to extract value as fast as possible and this won’t change just because the
government of South Africa has a significant stake in the mine. To remain competitive
today demands greater levels of efficiency and this is driven by shareholders and the
governments which need cash flows. Today a mine can take the top of a mountain and
mine it in a few years where previously it took 20 years. And this has a significant impact
on how community development can intercept with the mine’s life-cycle. The old model of
“we are here for good” has reached its sell-by date and we’ve just got to live with the fact.
Economic cycles, mergers, takeovers, shut-downs and operational efficiency have
changed the way companies interact with society and the value that they can deliver into
communities. And of course there is no point trying to off-set negative impacts that the
mines might have through community development. All arguments about good models
for community development need to be supported by the absolute prevention of any
damage to the livelihoods of communities to protect communities’ environmental assets
such as land, water and air the people that communities rely on, the economies that
support them and the infrastructure that provides water or health or education. If
companies simply focused on preventing damage to these vital assets of communities
they would actually go a long way in supporting community development, but it off course
is not enough. The inter-link, and this is very interesting and very exciting for me,
between mine design and mine business models and community development is as
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apparent as ever. It is an imperative that effort is placed on understanding how mine
designs will deliver on social value.
Finally the capacity that companies deploy at the mines sites to manage social
development issues needs to be improved with utmost urgency. However, we know that
social sciences are on the decline and in fact if we look at the Ernst and Young Risk
Report, it says that the skills shortage in the mining sector is the number two risk. I am
not sure if they included social science type or development or economic skills. The
unfortunate reality is that companies think because they have to simply get their score
cards done, they only need junior and middle level people on the mines. It keeps me
busy but that is not good enough.
People are needed that can hold the goals of business in one hand and in the other deal
with intense politics, be able to lobby local government and design effective
partnerships, predict, manage and resolve conflict situations often with alternative
dispute resolution methods. And these skills are way beyond the average CSI or
community relations manager skills on site. The challenge is equal for local
municipalities. They need to employ people who have the process skills to manage
complex relationships and do not settle for ticking the five year local economic
development plan box.
We need a cadre of professionals who can help build the capacity of communities from
the bottom up and to harness their own powerful development. And it is the younger
generations, I don’t think any of us would even qualify, who are most frustrated but in
actual fact they will also provide us with the answers.
In conclusion, the problems that we face, that face mining companies and mining
communities and the government will not be solved simply by transferring mine
ownership to the state. Though the dynamics will undoubtedly change, many of the
central and underlying challenges will remain. We will not overcome poverty,
underdevelopment and social instability if we continue with the same topology of
development that has characterized South Africa. New models of community
development are required that need far greater levels of innovation. This can no longer
be business as usual. The risks are simply far too high for all concerned and we must
take a long term view and realize that things take time to change, time to turn around
and that quick fixes might cause more problems. And finally we will not create the
prosperous thriving communities we all seek until we recognize that the most valuable
resource in these areas is not the metal under the ground but in fact the people that live
above it. Thank you.
2

PANELLISTS

2.1 Panellist 1: Frans Baleni (General Secretary - National Union of Mineworkers)
Good morning. Sanibonani. Avusheni.
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Thank you programme director and Kgosi and the audience and a special thanks to the
organisers for this seminar. Paul, I noticed that you have copied the tradition of
television. They would normally have a conclusion, then they have finally and then the
last one.
I think this is an interesting topic. I’ll just highlight a few areas linking up to what Paul has
said and they are common from where we started. You correctly defined communities in
in the first instance in three categories. Firstly: the host communities where the mineral
deposits and operations take place. Secondly: the labour sending areas. Now, before
coming back to the second one just on the host communities, this includes your
municipalities as well as your tribal authorities. And when we have a healthy environment
between mining operations as well as communities, you see the wealth that is being
generated would include smooth running of communities and infrastructure
development.
I have seen this happen in Sweden, in a place called Kiruna in the Northern parts of
Sweden, were having a problem when the mines there wanted to move their entire
suburb because of their mining development. Only three families objected, the rest
agreed because they said we know the benefits and we’ll be benefiting over a period
time. The labour-sending areas include the labour supply centres, unfortunately, these
areas have been neglected and these are the areas which merely provided labour at the
time when it was not fashionable. Some of us when we started to work in the mine, we
had to hide ourselves that we are going to the mining industries because no potential
girlfriend, you’d never even get a girlfriend; in fact if you were in the mining industry ; you
were seen as illiterate and so on. Those labour sending areas are an important subset of
communities and therefore whatever we do in terms community development, it has to
be the whole community, it has to be labour it has to be labour sending areas.
The third category is workers; now these workers who, either through migration or local
workers, they are a very important part of community and a stakeholder in the mining
industry. And therefore, in various forms like ESSOPs, which we have in place, as we
speak today, we are on strike just to persuade a company, XSTRATA, to say can you give
workers ESSOPs and distribute equally. And XSTRATA says, yes we agree but we will
distribute it according to grade because we cannot pay equally, workers who are illiterate
and uneducated. That is naked racism and prejudice!
The second part of wealth development in terms of this community category is living
conditions. The fact that the miners are still staying in single-sex hostels on double beds,
Alan you know these double beds, another bed on top of another one, it means that we
have not really realised our development in terms of our community concerned.
The social support is sub-standard. The mining industry use to have social workers,
especially to provide various forms of support to the workers. And because of cutting
costs exercise, those social workers have been eliminated. In every hostel there were
social workers when I worked in the mining industry.
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Training and development is part of community development and the self-training and
development has failed to deal with this aspect of community development. I am trying to
wrap up chairman since I have got only ten minutes.
The second point around community development is policy and statutory provisions. Here
we have a Freedom Charter on wealth distribution. You have the Freedom Charter
begging us to ensure that people benefit from mineral resources which are in the States
hands. The Mining Charter makes provision for community development. The series and
the objective of MPRDA, clearly stands out in this debate of nationalisation. I could go
back and I am convinced that if we are to comply fully with MPRDA, we won’t be talking
about the current problem.
To my conclusion, challenges and risks; the biggest challenge is corporate greed where
corporates want to continue to maximise profit accumulation regardless of stakeholders
like communities and workers.
Secondly, the challenge of private taxation, I’m being very polite here; private taxation
refers to corruption. It gives the government problems in all sorts of areas be it
development, be it entrepreneurship and so on.
The third area is tribal authority. If you go to Limpopo, there’s an area where you’ve got
74 Chiefs in one community. Now, they have different views and expectations so you’ll
never come to a point where there can be consensus among the 74 Chiefs.
The other critical challenge confronting us is local employment or what we call bana
batho where they do a campaign and we employ local people only. It has become so
severe that they’ve become violent, that people who are coming from outside a particular
village are being attacked, South Africans, nogal; let alone Africans, foreigners, it’s worse.
If you are coming from another village, not even about tribalism, from another village;
they say: No you are not allowed to work in this village because this is for us. So that is a
serious problem and if it is not attended to, we might face serious challenges because
these criminals are actually now entering through the community and misleading the
community for their own interests, including those who have an abridged encounter of
politics. They actually try and influence communities in order to advance their political
agendas.
BEE is another challenge. We were confronted by an investor who said we want to
operate in the Northern Cape but we want to give 15% to the community and 15% to
workers, that makes 30% and then we’ll get BEE and 51% being with us. The BEE said
no, don’t give 15% to workers and communities, we must get that because we are
entrepreneurs. And that is what has been happening.
The sixth point is politics. Politics has bedevilled community development and the real
opportunity to deal with the current problems facing our society. Be it nationalisation, be
it mining investment, we think that politics in the manner today they are advancing, can
create serious problems. I learnt this English word in my previous life, discombobulating:
to throw things into confusion.
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The seventh point, chairperson before I step down, is doing nothing. That is a risk and a
serious challenge that if we do nothing, there will be serious consequences.
I’m concluding, just to emphasise this point about the importance of community
development by referring to what John Mathimang said: “if you want to make an impact,
give yourself a legacy that will last by improving the lives of others”. I thank you very
much.
2.2 Panellist 2: Gavin Hartford (CEO - Esop Shop)
Thanks very much and thank you for the invite. I will just say a few words from my mind
with my work in the industry over the last few years. For me the first thing to say about
this industry is that it’s absolutely insulated from the national debate. If you go and read
the Mining Charter, the first Mining Charter, the revised Mining Charter etcetera, it
operated in an environment which is insulated. When I say that, I mean that prior to
Polokwane, there were five areas that the ANC government wanted sorted by
government; and they were jobs, education, fuel, health, rural development and security.
The government took that process forward and put it into a growth plan and the growth
plan targeted 5 million jobs amongst various other things. Yet the entire debate around
the transformation of the mining industry seems to happen outside of the national
discourse until a Julius Malema comes along and says we should nationalise this
industry, as a sort of spontaneous reaction to the capacity of the industry, to actual
deliver results, the capacity to create jobs, growth for the masses.
I just want to say, probably four things. The first thing is, I think we should understand
beforehand that we’re dealing with an industry that probably has about 80 to 100 of life
ahead of it and the decisions we take today will have a long term impact on the future of
our country over the next 100 years. What that means is we’re also dealing with an
industry which is in decline in certain sectors and from an investment point of view that
is in decline, globally.
It is not attractive investment; it is investment that is dying. Investors are not coming
through to this country the way they use to and that sends a clear signal that there’s
something is actually wrong in the industry, in terms of its capacity to manage effective
labour standards, its capacity to be competitive from a constructive point of view and
return on investment point of view. It’s capacity to retain transparency in terms of how
licenses are issued and so on and the governance of the industry itself, the regulatory
environment around the industry is not sufficiently transparent and its capacity to
conduct its industry and mine the mineral resources of our country safely and in a
healthy way. We have failed in all of those areas as an industry and we need to fix that.
It’s amazing when you read the Mining Charter in terms of how little is said about the
problems that the industry is facing; that’s the first point.
The second point is how to integrate the resources and the growth and developmental
goals, and returns from the industry. How do we integrate those into the national priority
of the country? So, if we have a manufacturing sector, we talking about beneficiation,
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which is creation of new beneficiating products, but we’re sitting with a manufacturing
sector in the local industry which has died where there’s de-industrialisation coming;
where the poor of South Africa has capacity to build and manufacture a product which
creates the basis for a competitive nation, not a nation of consumers driven by Walmart.
There’s nothing that this industry does to speak to its very own supply chain; its very own
supply chain. So whether we have to develop, what we do in this industry has to be linked
to how to grow the manufacturing sector of our country, how to grow jobs, how to reach
that 5 million target, how to improve the governance of the industry in a transparent way;
how to deal with the debt crises of consumers; how to deal with the environmental
issues, the safety issues etcetera. There should be a list of priorities which integrate to
the national desire of our country to become a competitive player globally because we
are not that and we are going down. So I don’t believe that integration is happening with
the national desires and the national priorities of the country and that is the second thing
that we need to look at.
In relation to our communities directly and Frans put it very nicely, there is the host
community under the head gear of the mine and there is the labour-sending area. Paul
also mentioned this and I’m a great believer in the migrant labour system and the fact is
that if you look at the resources industry worldwide, show me resources industry that is
not based on migrant workers, anywhere in the world. Australia, Russia, Canada,
migrancy and resources go hand in hand.
The problem that happened in South Africa is that we overlaid this political oppressive
structure which was called Apartheid and now we’re trying to move away from mining to
build family units around the mine. But the effect of that history, as we see it today, is
affecting the mining areas. The efforts of mining houses to build family units has resulted
in migrancy, migrant workers have matlabane or skelem; my skelem is the one I have,
the woman I have in my shack. They don’t go into the house. They rent the house out
and they build a shack. If you go to the areas now, you’ll see that it’s all filled up, all the
corrugated iron is new corrugated iron and when you see new corrugated iron, you know
that worker is better off than the one who’s still scratching in mine dumps and whatever
for old corrugated iron. And that’s because his house is now rented out, that the
company gave him, so his skelem is in his shack and the first thing he does with his
wages is that he pays for the skelem, he pays for the fridge and then the trickle through
into the rural areas is declining.
If you go into the Transkei, as I do every year and live with miners, you will see that
there’s less and less money. If [Bantu] Holomisa was here he would testify to the fact
that in Lusikisiki area which we call the labour sending areas, that the miners’ houses
have actually gone down and if you measure them against the public servants who have
their employ in the Eastern Cape, you’ll find that the public servants’ houses are going up
and miners houses are going down. There is less and less money.
I’m a great believer in migrant labour. You can call me a criminal but I think that
migrancy would drive money into the rural areas. The problem is the way it’s structured,
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there needs to be short life spans, it needs to be modernised, people need to fly in and
out or bus in Greyhound busses in and out. There needs to be much more rotation of skill
back into the rural areas. We need to locate training institutions etcetera. All the noncore stuff that we have here should be in Lusikisiki. It should be developed there as a
core part of developing this industry and sharing the resources of this industry back into
the communities from labour sending areas.
In relation to the host communities, what’s around mines, the more I go around and walk
around the mining industry and look at the resources, they are the most ridiculous thing.
There are transport resources, there are educational resources, there a health resources
setup by your own company AngoGold. They are operating at about 40% of the resource.
If you go and ask people at AngloGold, how much of this hospital is actually used in
operation, they will tell you it’s about 40%. Only 20km away the community’s struggling
to get into a public hospital and with no right to access the Anglo hospital. So, we’ve got
to look at ways to integrate these non-core assets into the national priority, build the
capacity of communities so the communities can take over some of these resources.
I’d rather see a community owning a health facility, developing management capacity
where the supply agreement to AngloGold Ashanti are the same costs and even reducing
those costs for AngloGold Ashanti but learning to manage an entity, learning to manage
an entity with a cash flow. Cash flow is the basis for building competitive business, not
ownership of equity. If we could get communities to own cash flows, whether they were
doing the garden, whether they were doing the pavement, whether they were doing the
health services, the education services. The educational facilities as a fact, I walk around
and I look at them and they are empty, all of them are empty! Nobody’s using them; this
has been a country with a massive problem in skills and in education.
So I really believe there’s a big opportunity outside of these projects, community price
deals the latest one on the program which is an equity deal between Anglo Platinum and
the community. I’m not trashing it, I think it’s got cracks, but it’s not the only place
around which we can build capacity of communities to manage viable entities. Manage
those entities and grow those entities into services into the community so that we use
that as the basis, the core basis to create what we need to create in communities which
is long term viable communities as competitive entities in their own right, capable of
trading amongst themselves, capable of trading in the sub region, capable of trading in
the region and ultimately nationally. Trading communities providing goods, services.
That’s what we need to strive for because that is what is going survive post the mine, is a
trading community with its own services, its own goods capable of entering into the
market and earning a living by trading. If we can achieve that and out of a dependency
right then we have achieved something as South Africans.
Lastly, let me just say, maybe the older I get, the more brutal I become about the reality
of our country. But we have a great discourse going on in South Africa, we have endless
rapport, we have endless motherhood and apple pie and statements of how much we
love each other. What we’re not good at as South Africans in the social accord process
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with companies, governments and communities is saying what we will give up. What will
we give up in order to create that future? If you ask the social partners what their
prepared to give up, if you ask the companies what they would put on the table in value
in order to create that future, government what will you put on the table in tax in input
costs, admin prices, whatever, on the table to create that future, labour what will you
bring to the table, communities what will you bring.
I think if we can create a culture of some sort of not just I want but I am prepared to put
this in, for my portion I am prepared to put this in, in order to build a genuine social
conscience, a genuine cradle. That is the foundation I believe of creating competitive
community involvement and that means mining houses have to co-operate with each
other. The other thing is with the Chamber [of Mines] and with all due respect to the
people here from the Chamber [of Mines], you know it’s just an association of employers.
Each mining house has its own government relation, this relation, dogging the president,
do this, do that. There is no co-operation of the industry to come together. What can we
put on the table as an industry? Labour operates as a very powerful single entity and can
do that. I believe that the architecture of industry social partners is fantastic. In order to
be able to create a fantastic social contract, which can be used in the communities, the
only thing absent is the will to do it.
2.3 Panellist 3: Kgosi Nyoko Motlhabane (Chief of Ba Ga Maidi people in the Greater
Taung local municipality in North West)
Thank you very much for giving me this opportunity to come and share our experiences
with you in this terrible mining business. I was actually requested by Holomisa to be here
today and I was only told at 8 o’clock in the evening. I had to drive from Taung from 2
o’clock, I’ve been driving the whole night, but this is a topic I like very much.
I would like to share our brief history about what mining did to our lives, especially to the
people of Taung, and what these minerals did. I will start by saying when one politician,
when defining politics, he says it’s about trying to accumulate scarce resources, and I
agree with that. Because in 1976 when these bantustans started, remember it started at
Mafikeng and the second one was at Bophuthatswana here… and Taung was one of the
areas that was identified to be rich in diamond deposits; 1978, the then President of
Bophuthatswana, started digging in our land, diamonds for himself and his family without
consulting with the community without even giving them anything as a form of royalties.
Remember, at that time we were in a state of police. We were in a police or a military
state, where if you complain, you are dead.
When we were still growing up we knew that when you see a military helicopter landing,
then we know a big diamond was found but we never benefitted anything. Towards the
80’s, when the then Nationalist Party started negotiating with the ANC and other
liberation movements for this free political dispensation, the area where this mining was
happening because it was along the Hart River, a dam was built. This dam is there today,
having more than 30 years, keeping water there. People don’t have water but there’s a
dam in Taung; because its purpose was to cover what was happening inside.
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After 1994, we thought maybe things are going to change but vicious Manyane Mangope
came into play. As a community we knew that our land is very rich and we applied for
such mineral rights from the Department of Minerals but our application was always set
aside until 2005 after my father’s death. Big machinery came into our land and that was
my baptismal as a new chief. I remember going to such people and most of them
couldn’t speak English. They were Russian and I told them this is our land and you never
consulted with us. They told me, we’ve got papers, you can go to hell. The people got
excited and wanted to fight. I told to the people, when you fight, you will be faced with
either the police or the military. Let’s take this matter to court.
Remember I’m asking people who don’t even have anything to eat at home, talking about
going to court. Where are we going to get the money? Let’s start from households to get
something and they contributed a lot. We managed to take the company to court. And I
want you to understand this; these people when they came first they formed a
consortium of our own children making them permit holders. Our own people formed a
consortium so that they become permit holders, at the back where the elite and the
Ministers, some of them are still on duty today.
They did not believe that a community like ourselves can take them to court because
they had money. We did not have money but when they started receiving affidavits it
wasn’t good...because most of the diamonds are alluvial. I remember two weeks before
we went for the final hearing in court, some people were sent to me with a bag full of
money to say: “Kgosi take this with your family and keep quiet...” I don’t have money like
the one I saw in the bag but I can’t sell the peoples land for R2 million. When I asked
them: ok you say this is for me, what about the people because this land belongs to
them. It’s not my land, I’m only administrating as a Kgosi.
Then we went to court, their permit was withdrawn by the High Court. After that we tried
to get an audience from the Minister, the Minister of Mining and Energy. They were
preparing another permit, for the same people again. We remember one of the days
when the elderly people were coming from pensions, they were sitting under the trees, so
these people, the so called permit holders who are a consortium and our own children,
that’s divide and rule. They came to these elderly people to say : “Mama, we are going to
give you some food parcels, what is your name?” They gave them their names, they were
about 20, and they wanted to say that was the consultation. The community of 150 000
people, being consulted by 20 people who were from the pensions. That is exactly what
is happening in this country and the people upfront are the people running this country.
And I am telling it as things are. I listened to you Paul when you said before Apartheid
and after Apartheid and even now, people are just sitting and waiting to be given food
but also you must remember that the ones who are given access to the mineral wealth of
this country are few who are in government at the expense of the entire people.
The only time when the Minister started to listen to me when I spoke to her was when I
presented my case at the portfolio committee, that was in 2009, in mineral portfolio
committee in Cape Town because she was called out. That was when the whole thing
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was changed. They said go and find out, investigate how you issued their permit, their
prospecting permit. August this year, the Minister, Miss Shabangu, our premier, came to
visit where she promised the people, minerals from this area will be given to you.
I‘m holding a letter, a letter from this week that says: “I decided in compliance with
MPRDA to cancel the prospective rights of the Taung Giant Diamond Miners Limited. It
has also been brought to my attention that Taung Giant Diamond Miners Limited has
taken the matter to court for amongst others for a review of my decision and therefore
warrants my attention.” So these people also decided to take the matter to court for
review by the Minister; maybe we are going to wait for another year for the mineral to
come to our hands.
People, we must always remember, especially we the Africans, where we come from.
During the times of slavery, during the times of Apartheid; we all come under the
leadership of the community. And these are the people who provided leadership during
those times. Politicians today find organised societies, where there are BaSotho,
BaTswana, BaPedi, MaZulu, Xhosa and these people were looked after by the same
people back then. With no budget during that time, with the community we managed to
build schools and most of the people there who are highly educated, they attended those
schools. But I’m asking myself today when it is known that there are resources in an
area, then you say Kgosi’s should not touch the land. And these are the people who
manage save the 30% that we have in this country, of the land.
Most of the people who are in big business, are in government, they come from our
village and most of these people are keen to go back and plough back to their homes.
Well if, and only if the resources will be given back to them.
Paul was talking about the growing areas in Mogwase that is in Rustenburg; it is because
of the mines that are controlled by the Bakgosi, the Bafokeng, Bakgatla Ba Kgafela.
Look, we are not saying individuals must be billionaires when the majority of the people
go hungry. They’ve been looking after the people and still looking after them today. I also
talked about family members fighting for this Kingship but I want to tell him, it is the very
same businessmen who come into families to divide them and say “keep the money, this
one is not the right one” so that there is confusion: divide and rule. That is what is being
made by these people.
Africa is very rich in minerals but very, very poor because people want positions of power,
one for his own and not there for others. And at the community we are saying let’s share
what is in our land. If you go to Bafokeng today, students in Bafokeng are not educated
by their parents; they are educated by the money from the tribe. If children are deserving,
they are given free bursaries to go and study; that’s what we want to see.
We also want to engage in other businesses, like agriculture, but we don’t have money.
We can’t be so stupid when our great grandparents managed to fight for their land and
we today leave other people to come into our land and extract minerals and leave big
holes and run away because they’ve got friends in China and in whatever country.
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I agree with Paul that we need to come together and look at how best we can turn
around. As long as there are people who feel like they are entitled to some other things
at the expense of others, we are heading for what is worse than we saw in Iraq, Libya,
what we saw in DRC. People can be poor but they are not stupid...
We live in rural areas but we are not stupid and we know we are entitled to what is in our
land. Thank you very much.
3

DISCUSSION AND RESPONSES

3.1 Comment 1:
The name is Nkosi, Morley Nkosi…I want to speak to both of you because my wife and I
work with a small mine in Taung. Now Paul, mine design, mine managing, the life of a
mine and communities, I’m tempted to ask you, do you have a specific example in mind
of this contractual model of how things could work out given the fact that the mining
sector is in decline?
3.2 Comment 2:
My question is to Frans. Firstly I am very impressed when I saw you in London and now
you have a session here and I think you stole the show in front of the crew from
AngloGold Ashanti. But more importantly, you mentioned the issue of corporate greed,
you assumed corporate as greedy whereas corporates see you as a problem. I am
prepared to accept your side that corporates are greedy that is my compromise. For me
in the discussions we are talking about the workers’ lives. Ultimately the
accomplishments of the Union of Mine Workers, it is the workers who are supposed to be
the greatest asset within the business who are suffering. You mentioned the Swedish
model, where there’s a lot of collectiveness; people get together draw up a table, have a
discourse and end up with an agreement. Now moving onto the German example as well
where the unions are part of the directorship, the board are part of the investors and
corporate issues are managed to be resolved without being compromised. What I’m
missing here is that I don’t I don’t have enough discourse in the union leadership, to try
bridge the gap between mines and workers.
3.3 Comment 3:
Thank you very much. I just want to touch on the issue of mine compounds and all that. I
grew up in the Rustenburg area and Kgosi Motlhabane knows this very well. I was just a
boy and I grew up in the township. The backyard dwellings were populated by guys from
the Eastern Cape and these were guys who did not want to stay in the mining compound
so they prefer to stay in the backyard and bring their families with. Now a special
problem was for example the education policies were such that the Xhosa kids did not go
to school, this was disempowering the growing areas. These people became targets and
it is not that they didn’t want to go to school.
These people who were trained in this mining compound were being prepared to take up
ventures and bring them up accordingly and now what we realised is the Xhosa backyard
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dwellers were being attacked by people mainly from Taung and this has resulted in
multiple collision courses between the people; the kids can’t go to school, the people
can’t get integrated into society and what has happened now is they go into the
township, these people are not from the township, there’s an informal settlement now
they encroach on people’s land and there is no development taking place there because
most of these people who are active, only a few work for the mine and the mine is not
prepared to develop the area and all that. My question to you as well is how are we going
to deal with this issue?
At the signing of the MPRDA, I’m so surprised that even today they haven’t dealt the
insight to make it mandatory for communities in areas where mines are situated have to
be compensated because I believe there is no mine in South Africa which is not situated
on mineral rich land. I am surprised that this is the same situation.
3.4 Response 1: Paul Kapelus
Thanks Nkosi for the question.
It isn’t contextual. There are a bunch of mines both in South Africa as well as other
countries, where the mine design, the footprint of the mine has recognised the social
condition. I looked at the place where Kloof works mine design, near Mogwase, was one
of the first mine designs that I thought that took on more social issues. Richards Bay
Minerals is another good example of how land is rehabilitated although it’s opposed to
geographical setting .We currently involved in the mining a mine near Musina which and
for one of the first times in my career, you’ve got the engineers around the table to say
design a mine that is going to reduce the social impact. And when they run the numbers
they realise that it’s actually very feasible and when you reduce those impacts you
reduce liability for the mine.
Unfortunately though, there are not enough mines doing that because a lot of the mines
that are running in South Africa were designed in the 1800 or the 1900 with those on
the East and West rand most of them are still open-pit mines and they look kind of old
model. The key issue is reducing the footprint of the mine so it impacts less on
productive land in order to resettle people you don’t have to destroy crops on productive
soil and the water table etcetera and I think the engineers are now realising that the
more they do that in mine designing phase, the less problems that the operation of the
mine will face. I know gold is struggling, but certainly coal, platinum, chrome, nickel, lead.
I think there’s still a lot left in those industries. Now when I look at the whole industry, in
fact, I think there’s room to breathe life into the whole industry and to really make it in
South Africa, to become a whole lot more competitive, but we needs to respond to the
needs of South Africa in order to become a whole lot more competitive. Otherwise it will
be constrained.
3.5 Response 2: Frans Beleni
I just want to also add on the issue of gold and diamond. The issue on the moral in the
first instance we should not attempt to eliminate the contribution between organised
labour and mining companies. That is the harmony that we strive for. What is important
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is to remove the sharpness of the contradiction, without eliminating the contradiction.
What prevents us to get in the German model approach, is the current mine development
gaps between the top and the lower end, I mean for the lowest paid mine worker to catch
up with the salaries of the CEO, it means that worker must work for 159 years. Now in
the Bible it’s 70 years; so the gap is too huge but when we try to ensure that we work
together as much as we can.
The issue which government deals with all the time is the issue, on the one hand it’s a
good thing. I mean there is one company that sometime in May workers are going to be
paid out half a million on top of what they are getting; half a million. So we have a
different problem than when the money is huge there might be unintended
consequences. Our fear in the long term is the development of that type of skill that
workers start to really get involved in the share price monitoring and so on, we might not
have any strikes; we will be worried about the share price. But that are some of the
unintended consequences.
Just on the issue of the mining compound and so on, the social labour plan development
which deals with issues like community issues, infrastructure development, housing; the
problem with the previous arrangements contained in the Mining Charter is that there
was no... it was a gun, there was no enforcement in the country but now there is that
enforcement which can result in the license being withdrawn. We also tried to put in
place an effective system where we can monitor and evaluate annually. We are not going
to do the evaluation after five years which was a weakness on our side.
3.6 Comment 4:
I have a philosophical dilemma, if you like, community development and other associated
topics have been spoken about since the pre 1994 July and we can’t look at it in
isolation, we have to look at it in the context of the GDP growth and savings, the broader
economic fundamentals, so that’s one.
So what I worry about is some sort of an idealistic approach to community development
but then again I get stuck in that there needs to be a level of co-ordination within the and
at the beginning of co-ordination at the government level, community level because all
the stakeholders do understand the issues but they don’t have control over the other
stakeholders that I have said should be coming together; so that’s the second one.
The third one is that, because we started talking and debating about these issues so
many years ago, mineral resources are not a non-depletable resource. Mining is
happening, and we are digging the stuff out and they are depleting. Now if there is hope
that there would be co-ordination with regards to resolving the issues anything that’s left
in the ground, by the time consensus or somebody comes and digs holes that is what I
worry about. I don’t know if any of the panellists would attempt to answer that.
3.7 Response 3: Frans Beleni
Let me attempt, indirectly to talk about co-ordination, but just to touch on the
complication regarding the challenge you are raising. Assuming that you take the
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nationalisation route at a national level, government takes over the operations and so
on. Our experience is that if you look at South Sudan, if you look at Nigeria, if you look at
DRC and so on, communities have never benefitted, because that co-ordination was
done centrally and the mine is underperforming in terms of fiscal and also development
of private taxation. But where there is a different arrangement with Bafokeng is a
practical example, where you can see a sort of different community development and we
know in this land where there’s a totally different pursuit where annually at the time
when AngloGold was getting a bonus at the end of the year at the national level took a
different co-ordination.
My fear is that central co-ordination has always been dynamic and that is why we are
struggling at a Chamber level in terms of that co-ordination, it has caused complication.
I’m not sure if I attempted to answer your question properly.
3.8 Response 4: Paul Kapelus
I think there is a lot to be said for the municipal level. The government put a huge focus
on the role of the municipality and constitutional power etcetera, and I think there needs
to be a whole lot more co-ordination happening at the municipal level. Not discounting
the fact that at the national level, there needs to be a consensus about how things need
to get done, but how to get them done can only be processed from there. We still have
NEDLAC and NEDALC has a role for a tripartite establishment to include the whole
community element and I still think that model that came out of the social contract and I
think there’s a lot to be said before driving the social contract at a national level that can
really inspire and provide leadership for municipalities, communities, mining companies
to use those resources well.
3.9 Comment 5:
I think Gavin’s speech answered my question for me, which is I’m quite sure that
spending the R441 billion operational expenditure with communities, are we empowering
them i.e. they pick the flowers, they tend the garden, they clean the fish so you actually
force them to hire in the community where they are mining, that’s the one way to go
about it.
Kgosi, I just wanted to ask something. It might be quite a process for your community to
get to the brink of maybe doing what the Bafokeng are doing, do you think this process
has given you more faith in this democracy, maybe the community members are pushing
for what you really have. Would it be better valued without the process? What’s your
feeling around what has happened up to where you are now?
3.10 Comment 6:
I’m not sure if mines can have a comment, but having been in the mining industry for 17
years, being involved in the social labour plan, to some extent I think government has to
assist in getting some things right, for example, if you look at some of the projects that
mining companies are expected to commit to in developing communities a lot of them
are currently failing projects for example piggeries and vegetable farms.
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My question is why can’t we drive the most sustainable projects that speak to the core of
the business? In that way I think we’d create enterprises that are sustainable over the
long term. And to some extent I think business and government has to come to some
sort of agreement as to what are the projects that are truly sustainable and that actually
empower communities, rather than looking at short term fixes that don’t have long term
benefits.
3.11 Comment 7:
Mine, Zandi, is not a question it’s on the importance of what Gavin said. It’s going to be
very important going forward, regardless of which particular mineral we’re mining and
which others are continuing. It will take the entire mining sector and contextualised in the
discussion of our national economic development plan going forward, that is my biggest
frustration with our economy and I don’t understand how you could isolate such dynamic
industry from the plan that the government needs to put in place going forward. I just
want to emphasise that.
3.12 Response 5: Paul Kapelus
I think there needs to be an effort at the level of municipalities to really understand the
scenario, the social economic, the government scenario and build plans that respond to
the scenarios. I’ve never seen a scenario planning process that has happened with the
municipalities, with the mining companies, with Kgosi’s, with communities. There seems
to be an inability for people in an area could get together and construct scenarios and to
use those scenarios to make plans. That’s one thing and I think that the NEDLAC issue,
the fact that the community element, nothing’s going down from that social contract
democracy that we have at the provincial level and how did it slow down at the national
level.
The result is what our colleague said about: Oh we are just going to throw a pig across
the fence and maybe we will throw a cow and he will sort itself out. It’s because of that
the whole project happened in isolation of the development agenda in a bigger context
and so unless we do that we will still stay with piggery, the small vegetable growing
activity. We can do all kinds of things in the social development course of mining
companies saying you are doing a great job and they have failed; and it’s not a failure of
mining companies, it’s a failure of the system at producing these short term communitytype models and so I think my conclusion is that we’ve really got to learn to work
together, because right now, we’re not working together effectively.
3.13 Response 6: Frans Beleni
I think Zandi, you’ve raised an important point. The issue is, is there a way? Because I
think in the absence of a way, we will have all those mini projects. Let’s give an example
about black economic empowerment on the procurement side, the introduction of BEE
ended up being services like toilet papers, cleaning facilities and that’s not real
empowerment, it’s an insult that we’re specialising in cleaning the process of delivering
waste.
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The other one is on transformation; someone was seriously angry complaining to me
about the remarks of the CEO, who said government wants numbers on employment
equity; give them numbers. So, that is not empowerment! That is you are actually failing if
it’s about giving numbers and not training and developing. So, it’s that challenge that we
must get transformed people who are in positions of power to an extent that they can
choose to work with us and not be stumbling blocks.
The last point I want to make, is that even where there are initiatives around community
development, it’s so difficult for us to get consent on completing. On Monday, I was with
a trust in Mpumalanga sitting with 30 million, poor, small communities but they can’t
agree on how to spend that 30 million. And that has been for the past two years, so we
have those challenges as well. Thank you very much.
3.14 Response 7: Kgosi Nyoko Motlhabane
Thank you. Before I answer let me also add on what Paul has said. Until such time, we
come together, the municipality, traditional council and sit around the table and begin to
plan I agree with you. But I would like to make you aware, even in government office,
most of them sit people who are not honest. People who want to do things for what they
are going to catch and maybe that’s because they think you are stupid.
We have been here and we know what’s best for our own people. Until such time that
these people are honest we will find it difficult to sit with them. Coming to your question
Mr Miyeni, it has taken time for the mind sets of the people in Taung changed and it was
not an easy thing. You see history has shown us that there are rich families who know
nothing about poverty around their lives, generations after generations, but after you
show that family that you can be somebody tomorrow if you are doing one, two three
things, people change and there is hope.
In Taung right now, we have established business structures that will back all these
mining issues, development strategy committee with members who come from the very
same villages who will say I will try and go back to help my family. They are the ones who
are taking charge of the development and the only thing that they do, they need to report
to us as a committee. There’s a lot of enthusiasm in Taung. As you rightly said about the
Bafokeng, they have set the standard that African people can also achieve something. A
lot of our own children work in those mines, most of them are going back to plough back
into their homes. I have acquired these skills from working in the platinum mine, give me
a job so that I can put something back into the community.
The only thing is that the wheel of government is running very slowly, tomorrow people
will say, many people will say: “What happened?” and all hell breaks loose then tomorrow
you will say...so I have been talking to people trying to say, let’s get this thing done! Now!
When the people have got this confidence in you the government. Thank you
chairperson.
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3.15 Response 8: Gavin Hartford
I’m not aware, in fact there’s a lot of debate in parliament at the moment as to how
much equity actually vested in black hands and how much this and that; there is an
obsession on that kind of note. I don’t think that there is or I’m not aware of audited
reports as to what progress is made just on the transformation scorecard, charter,
Mining Charter and so on. There seems to be a lot of disagreement on that issue to
answer your question. But I think what the thrust of my input is simply to say that we
seem to have a very broken conversation as South Africans we have massive problems
of co-ordination of creating a single identity as a nation around the set of goals. So you
have projects that are launched, from RDP to GEAR to growth plans for the government
and for our nation as a whole and the parallel to that of DTI, you have a series of charters
for every sector of the country which are essentially around transformation issues and
there’s no connection between growth and transformation. You have an industry like the
mining industry, which is probably still the jewel of our country, the gem, but yet it’s
developing a country as the most unequal country in the world in terms of the Gini coefficient; that’s between the rich and the poor, the most unequal and it’s getting worse
since 1994.
And as South Africans, we cannot get together around a table and say all this bad must
end and say we have to get up for us all to grow better together. By the way what I find
with NEDLAC is the only time the mining industry engages in anything in NEDLAC, is when
there’s a Section 77 application, but generally it happens all the time. And we need to
put the industry at the heart of the future of our country, it is the heart of the future of
our country. And either we side with Juju and nationalise in his way or we find ways as
South Africans to make this grow in the interest of the broader nation of our country and
the development strategy of our country.
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1 Executive Summary
South Africa and the rest of Africa are well endowed with minerals. For centuries mining
communities have been denied the right to engage in mining activities. As a result mining
communities have not had the opportunity to share in sustainable and competitive
economic growth. South Africa needs to use its mineral resources to further national
interests. National interest is but the union of a variety of local interests. Mining
communities which include mineral rich areas, surrounding villages and townships and
labour-sending areas need to benefit from the country’s mineral wealth.
Corporate mining South Africa is in denial that its efforts to drive sustainable mining
community development are insufficient. In some communities mining companies have
been known to adopt unethical practices to acquire mining rights without having to deal
with the responsibilities that accompany those rights. They sow division and cause
conflict amongst the community leaders so as to gunner support for their operations.
These conflicts, sowed by the mining companies, are responsible for slowing down the
development of solutions. Tribal conflict has been no different. Fighting between chiefs
and traditional leaders has brought little consensus as to how the communities should
proceed to maximise their benefit from South Africa’s mineral wealth. Leadership has
been appalling.
Various mining industry regulation including the charter requiring certain minimum levels
of participation in the community development agenda of government by mining
companies have only led to their becoming more creative about compliance. Mining
companies seem to target only the minimum compliance requirements.
An alternate vehicle for community development is the use of community trusts, but
these trusts tend to not be flexible enough and not really economically empowered
enough to make financing and investment decisions on behalf of the communities. Only
the Royal Bafokeng Nation has achieved admirable levels of success in deploying its
resources for the benefit of the community. Though admired it still raises the question of
what benefits accrue to the other components of the definition of a community.
Individuals in search of personal enrichment try to use BEE deals for their personal
wealth creation, even at a significant cost to their communities. South Africa’s mining
BEE deals spectrum is marred with many cases of extreme personal enrichment with
communities receiving residual interests.
Though the problems hindering progress are many, the solutions are few. The transfer of
non-core mining assets is one such proposed solution. The proposal advocates that golfcourses, housing estates, game reserves, hospitals and water treatments be transferred
to communities to operate with the mines as the key client. This is not a sustainable
solution in the absence of real community development and wealth creation. Once the
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mines close down amenities such as golf-courses will have no patrons if people within
the community have not collectively been economically empowered.
With all the problems and solutions that have been identified, none is quite as important
and powerful as joint-effort, co-ordination and co-operation between stakeholders.
Sustainable mining community development requires that we have the right solutions
and the right people to lead and see through the implementation of solutions. In current
day South Africa, only problems have been identified. Fewer solutions have been
developed. The country has worked for 17 years trying to rectify the legacy of Apartheid
on mining communities. Sadly though solutions are still being discussed and no one
knows when a solution that works will be agreed on and implemented. In all likelihood, a
solution that works will require that every stakeholder give something up.
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2 Introduction
There has been increased demand for African minerals over the last decade. Chinese,
Indian and German industry and manufacturing are critically reliant on African resources.
Include resource demand from the rest of the European Union and it becomes clear how
important Africa is as a source of mineral resources. This demand for resources has not
been converted into sustainable development for the African economies.
To get a clear picture of mining community development challenges we need not look
further than South African mining communities. Mining communities remain
impoverished without any development to sustain communities in the present or in the
future when mining activities cease. How does the country translate taxes, royalties,
social investments, community trusts, securing of goods and services and non-core asset
ownership into development drivers and economic engines for communities? In light of
South Africa’s 80 to 90 year mining lifespan, the country needs to adopt a long-term view
to sustainable development of mining communities.
The mining community expands beyond the mineral endowed areas, which are the
fastest growing urban areas, to villages and townships around the mines. Furthermore,
the community includes labour sending areas such as the Eastern Cape. Neglecting any
component of the definition of community in the mining context could widen the
inequality gap.
Current community development programmes are ineffective; infrastructure is
inadequate, communities experience internal conflicts and government is not well
aligned to ensure that development takes place. These challenges have led to suboptimal and unsuccessful development of mining communities. Suggestions have been
made to examine and draw lessons from other countries such as Bolivia, Zambia, Chile,
Norway and Botswana. But do these different countries exhibit the unique socioeconomic and political landscape that South Africa has to allow for adoption of their
models to solve the country’s mining community developmental concerns?
Discussions and debates are necessary to identify the current problems and possible
new solutions to enhance the effectiveness and efficiency of environments and initiatives
to drive sustainable community development.
2.1 Structure of the Paper
This paper, based on the key note address, responses from a panel and discussions with
the audience at the fourth Mining For Change seminar hosted in partnership with
AngloGold Ashanti and Motjoli resources, and additional research into the common
challenges facing mining communities all around South Africa, is structured in the
following manner:
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Chapter 1 is the executive summary giving the overview of what discussions
unfolded and key conclusions throughout the paper
Chapter 2 introduces the discussions contained in the paper and the structure
which is followed in exploring those discussions
Chapter 3 looks at community development challenges
Chapter 4 discusses some of the proposed solutions to mining community
development.
Chapter 5 is a conclusion of the paper, presenting the final position arrived at on
the major issues addressed in the paper

3 Community Development Challenges
Community development is happening at a slow pace. At a high level the reasons are
based on ineffective and inefficient plans and relationships setup between stakeholders
of South Africa’s mining debate. A deeper study of the failure to spread South Africa’s
mineral wealth across the affected communities indicates the presence of pervasive
issues both within and between stakeholder groups.
The main concern regarding identification of these problems is some level of fingerpointing; each stakeholder easily identifies the problem with the other without identifying
and solving the issues that are more immediate to them. All parties would agree that they
are dependent on each other for survival. The dependencies, however, are maximised if
each party plays their role optimally in the context of developing communities.
The challenges identified are discussed in some detail below.
3.1 Corporate Greed
It is undeniable that the mining industry has a lot of bargaining power. The mining
houses have sufficient resources to see through effective development of mining
communities. What goes unmentioned in the discussion of community development is
the fact that mining companies continuously want to maximise their profits without
appropriately addressing the problems faced by other stakeholders and its major
resource: the mining communities.
A case cited by Kgosi Nyoko Motlhabane, a chief of a mine community at Taung in the
North West province, involved companies engaging in dubious activity to avoid a
thorough engagement process with the community. They approached a number of elderly
people in the village, provided them with groceries and asked them to sign consent forms
that they presented as acknowledgement letters for the groceries they received. This
highly unethical strategy was the company’s version of consultation with the community
and their evidence that they had the backing of the community.
In addition to this, in an effort to silence the Kgosi’s efforts to ensure that the entire
community would benefit from the mining activities, R2 million was presented to him.
This not only undermines the integrity of community leaders, but it is a clear indication
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that the company had no concern for the interests and development of the Taung
community. They were only interested in their own profit-maximising goals.
3.2 Dependency
Colonisation, Apartheid and current day democracy have created the impression that
those in power will deliver. This has been far from them case as inefficient administration
of the national fiscus has resulted in little benefit trickling down to the mining
communities. Communities are made to wait for government through pre-election
promises. Hence communities do not develop a sense of driving their own development.
They do not consider developing themselves to have economic engines that create jobs
and enable trading of goods and services between communities and the market. The
recent out-cries are a result of dissatisfaction with years of mistreatment and neglect
rather than visionary effort to transform mining communities.
3.3 Poor Municipal Administration
A great plan can lead to poor results if poorly executed and the necessary resources are
not provided or are inefficiently and ineffectively deployed. Mining companies have been
quick to point a finger at poorly performing municipalities, some of which have been
placed under administration. The argument against nationalisation includes one which
says that due to the bad administration of government entities, a larger cash base for the
national fiscus will not necessarily develop into benefits for the community.
In 2009, eight municipalities in the North West province alone were placed under
administration. This includes the municipalities of Tswaing, Moses Kotane, Madibeng,
Ventersdorp, Taung, Naledi, Ngaka Modiri Molema, Ditsobotla and Mafikeng.
Administration was imposed on these municipalities due to mismanagement and
corruption. These are a few examples of troubled municipalities, some of which are
service mining areas.
There is a massive demand for development goods such as transport, infrastructure,
housing, education, health, sports and recreation, water and sanitation and others.
Mines are dependent on these goods and services to run efficiently; the same applies to
communities.
This argument is more a problem faced by mines than one that would prevent effective
implementation of community development programmes.
3.4 Municipal Holidays
Most municipalities use the Corporate Social Investment (CSI) initiatives of mines as an
excuse to adopt a hands-off approach. In this case they expect mining companies to
provide some of the services entrusted to them. Though service delivery to communities
is the responsibility of the democratically elected government, mining companies out of
need take over key functions which are poorly run. They further subsidise municipal
budgets and this creates dependency on mining companies.
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3.5 Land ownership
Critics have identified that though the ownership of land has been transferred to
communities and are either entrusted by government or community trusts, this has not
led to the unlocking of value. This relates to the low productivity of land once it has been
transferred to communities. The development of communities is highly linked to
maximising the value that can be derived from such land once the ownership has been
transferred.
3.6 Spreading of benefits
The policy of broad-based economic empowerment has realised some success with a lot
of commercial deals being concluded with communities and community-based
organisations. Furthermore, traditional authorities have become corporates. The Royal
Bafokeng, through their dealings with Anglo-Platinum and Impala Platinum, has
generated significant financial power. This financial power has been translated into
wealth through the provision of infrastructure, schools, health and other forms of
economic development. Furthermore, it has allowed the community to diversify their
interests in the economy.
Another successful community is the Bakgatla-Ba-Kgafela. The community has secured
equity in Anglo-Platinum; they have a 15% interest in the Rustenberg Platinum mines,
26% in Magazynkraal and 55% in Rooderand. In addition to this they have secured the
mineral rights for mineral deposits which give them the opportunity to bring on operating
partners.
These successes, however, present a problem: the poverty gap and the need to spread
the benefits. In these models only communities with immediate rights and access to the
mineral deposits have benefited. In the case of the Royal Bafokeng, the financial wealth
is meant to benefit the members of the Bafokeng tribe. The villages, townships and
labour providing areas have not benefited from the successes of the above mentioned
communities. Looking forward, such models will only increase the inequality gap and the
country’s mineral wealth will not serve its national interests.
3.7 Tribal Authority and Internal Conflict
Mining communities haves seen numerous challenges of chieftaincy taken to the court
rooms. Mining companies perceive this as a risk of; the instability has placed companies
and community leadership in difficult situations. In most mining communities there are a
lot of chiefs who all want a prominent position when it comes to dealing with the mines.
For instance, one area in the Limpopo has 74 chiefs who all have to agree as to how they
should proceed with the community’s interests with respect to mining. Reaching
consensus is difficult.
Mining companies need the consent of communities as part of the granting of a mining
licence. Though this may be an acceptable argument, companies like Central Rand Gold
have not set a good example. Once they received the consent of communities they failed
to deliver on all their promises of community development. Hence it is difficult to assess
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whether mining communities see the internal conflict as a hindrance to community
development or a hindrance to their own mining objectives.
Territorialism is also a key problem. Most mining villages, who feel entitled to the land in
which mining takes place, feel as though they have an exclusive right to get the jobs in
the mines within their area. This has resulted in attacks on individuals who are not from
those villages, with no consideration for the nationality of those persons. This problem
unfortunately is sometimes due to other individuals who want to advance their own
political agendas. In so doing they influence villages to adopt the policy of “Locals Only”
giving a false sense of their support for local communities in order to garner political
support.
There is a role for government to play in this case and that is to provide the necessary
leadership to ensure that internal battles are resolved effectively.
3.8 Moral Hazard
The introduction of the BEE policies and the Mining Charter has created a rigid
compliance driven mining industry. The renewal of mining licences based on compliance
with the charter has inherently transmitted a message to mining companies that they are
tenants rather than landlords of the mines on which they operate.
This has created a moral hazard in that companies are doing the minimum to meet the
requirements of the policies and regulations. Companies focus on getting just their
scorecard done by only employing junior and middle management people on the mines.
3.9 Community Trusts
Community trusts have been structured to be the custodian of mining community
interests in resources. The trusts depend on dividends as a source of financing their
development. There has been little evidence that these structures have delivered any
real benefits.
The problems with the community trusts take a little scrutiny to identify. The first problem
is the size of ownership. In order to have significant influence over the financial or
economic decisions made in a company an investor must hold more than 20% of the
exercisable voting rights. When we look at most of the community trusts, their interests
are less than this benchmark. The benefits are accruing to other BEE partners who are
but a few. If we look at Impala Platinum as an example, the Marula Community Trust
indirectly holds only 6.57% and the Bakwena Ba Mogopa traditional community indirectly
holds 5.75%. These interests have got very little significance when having a say on the
issues pertaining to the major mining companies. With the holdings distributed thinly and
widely it reduces the effectiveness of the voting powers of communities. When
compared to the indirect interest of 10.27% held by Patrice Motsepe this is a poor
attempt to develop communities.
A second problem with the structures is the fact that the holdings are indirect. The
communities are seldom given direct participation in the equity of the major mining

MODELS FOR THE DEVELOPMENT OF MINING COMMUNITIES

7

companies. Their interests are fragmented and removed from the core mining
companies. Once again the economic power of communities is insignificant.
The Royal Bafokeng on the other hand have direct participation in the large mining
companies and their interests are more significant for them to have meaningful
economic participation in the financing and investment decisions of the major mining
houses. This greatly accounts for the differences in the success rates between the
Bafokeng nation and other communities.
A third are of focus is one relating to dividends. Dividends may be declared once a year
or twice a year. In addition to that dividends can take any form besides cash and hence
the benefits are not immediate. Furthermore, the dividends are not necessarily paid
immediately. If we consider Assore mining as an example we see that they have
generated accumulated revenues and profits between 2005 and 2010 of R32 billion
and 9 billion respectively. Of this the Bokamoso Trust which holds only 3.26% (compare
this to the holding by the Ramaphosa Family Trust of 3.5%) has earned dividends of R90
million and has been paid only R76 million. This represents an average amount of R15
million per annum earned and R12.7 million received. It is difficult to advocate that these
amounts are sufficient to develop a community sustainably. The amount and the timing
of the payments are not sufficient. The communities need more cash resources more
directly and timely to fund their development.
The fourth factor affecting Community Trusts is that through their equity participation
they have to bear the investment risks associated with mining. That is to say if the mine
does not manage itself well then the community must bear part of that risk.
Hence the deals structured with community trusts are not flexible. A more flexible
approach for instance would have been to give the trusts entitlement to royalties. This
ensures that rewards are based on sales and payment are not conditioned by the
company’s board’s decision to pay a dividend, but rather through the contract concluded
between the company and the trust. If this was the case with the Bokamoso Trust and
they held as little as a 1% royalty, then their total 6 year accumulated earnings would
have been R358 million, 4 times higher than their 3.26% equity participation.
The existence of the community trusts is not the issue but rather the extent, significance,
structure and nature of economic participation of community trusts has to be revised to
align them with the long-term objectives of the communities.
With new and empowering structures the governance of the trusts becomes important.
Zimbabwe has embarked on community trusts. However, this has resulted in politicians
rushing to be trustees on these boards so that they can direct the resources of the trusts
to enrich themselves. Good governance and accountability are crucial as they create
appropriate environments for the execution of the trust’s objectives.
According to Paul Kapelus, the real value in mining is the structure of mines; this is the
basis of development. Cash, liquidity, and flexibility are the basis of building competitive
business.
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3.10 CSI and Co-ordination between mining companies
There is a lack of co-ordinated effort between the mining companies. Very few
partnerships have been forged to solve the development problem.
CSI cannot be a replacement for mining community development. Mining companies
boast about the amounts of cash they have pumped into social development. In the
2009 year, Anglo Platinum boasted about its R245 million investments into social
initiatives. The first problem is that Anglo Platinum‘s revenue and profits were R37 and
R4 billion respectively. Hence at the level of CSI of which they proudly report makes up
0.66% of revenue and 6.13% of profits. Secondly the Anglo Platinum report indicates that
of the R245 million investment in social development R100 million was classified as
“other” expenditure. This represents 41% of the total spent on CSI and not disclosing
what these other expenditures relate to is a failure on the mining company to be more
transparent.
3.11 Mine living conditions
As mentioned, a component of the definition of community includes the employees: the
actual mining themselves. In order to perform at an optimal level they need the
appropriate living conditions. Mines still use the old system of hostels with double beds
to accommodate workers. This is another indication that mines are not realising the need
to develop communities.
There have been efforts to enhance the living conditions of miners by building houses for
miners in mining compounds. The result has been that the miners move out of their
houses and rent it out or they sell them and take residency in poorer accommodations
such as shacks. Some bring their families from their home towns to come and reside
with them. The mining compounds become over-populated. In addition, the laboursending areas remain impoverished because no cash is being injected into their local
economy and the private property and infrastructure are being run down.
Migrating as discussed in Section 4.4 below is a proposed solution for this problem.
3.12 Corruption
Sadly, the individuals who are to be the leaders of the country, who are to be flag bearers
for wealth redistribution are the same individuals that are hindering the achievement of
goals through behind-closed-door operations. Some individuals hoping for kick-backs
turn a blind eye to protocol and community interests.
In the case of the mining community in Taung, their efforts to reclaim their land and be
given the right to mine it themselves was frustrated by government officials and
departments. There was no communication with the community. Even though the case to
reclaim the land was under review, companies from Russia and other countries kept
coming into the community to prepare the land for mining. All these companies
presented “valid” permits to mine in the community. The local community presented its
case to the parliamentary minerals portfolio committee in 2009. After a visit from the
Mineral Resources Minister Susan Shabangu in August 2009, the prospecting rights
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were cancelled. This has only fuelled the previous holders to request a review of the
cancellation of the rights.
So the question is why are the interests of the community being ceded to these
companies when the officials and departments are aware that matter of land
reclamation was still under deliberation by courts? At a high-level government is
committed to community development, but on the ground there aren’t enough controls to
ensure that everyone involved in executing this vision is playing their role and to be in
harmony with national interests which starts at the local level.
3.13 BEE Partners
Most BEE deals include BEE partners, employees and communities. BEE partners,
however, want to accumulate wealth for themselves at the expense of employees and
communities. An example, narrated by National Union of Mineworkers general secretary
Frans Baleni, involved a mining company who had the intention of structuring a BEE deal
where employees and communities would each get 15% making a total of 30%. The BEE
partners tried to negotiate on their own behalf stating that the employees and
communities should not be given that 30% but rather it should be given to the BEE
entrepreneurs.
Across the spectrum of BEE mining deals in South Africa you can see the results of these
selfish undertakings. Most of the value in BEE deals is to the benefit of a few individuals
with the larger population of employees and communities left with residual interests.
Individual greed is throwing South Africa’s mining community development goals into
disarray.
4

SUGGESTED SOLUTIONS

4.1 Transfer of non-core mining assets
The transfer of non-core mining assets to community management trusts has been
suggested as a solution. The idea is to transfer non-core assets to effective management
companies. The non-core assets include golf course, housing estates, game reserves,
hospitals and water treatments etc. The mine then becomes the anchor tenant for the
utilisation of these assets.
The transfer of non-core mining assets cannot be considered as sustainable if the mine
is the only customer. What happens once the mines close down? This solution, though
noble, immediately excludes communities from direct participation in the mines. There is
greater value to be realised from the mines which then can be used to acquire the noncore assets if the communities see them as worthwhile and complement the long-term
development objectives of the communities.
4.2 Local Hire
Low-skilled workers are hired from mining communities to perform low-skill work. The
local hire is low because of the lack of training facilities to groom individuals for roles in
the mines at a higher level. Hence external training facilities, such as apprentice facilities
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and technical high schools separate from in-house training facilities are essential to
increase the capacity of resources to train people and provide skills to the mining
industry. These once operating institutions were closed down resulting in the lack of
skilled labourers for hire.
4.3 Social Science Decline
Another argument to enhance community development is the throughput of social
science students. Companies argue that the social science students could assist with
community development, stakeholder relations and conflict resolution. Companies argue
that the number of social science graduates from tertiary institutions has been
decreasing.
Table 1 below, however, indicates that there is a growing base of social science
graduates.
Table 1 : Growth in Graduates from Social Sciences and Social Studies (Data obtained
from Council on Higher Education)

Social Sciences and Social Studies

2008

2009

% Change

7 392

8 274

12%

Social science skilled individuals have an important role to place and must be actively
sought to partake in the development of mining communities. However, due to cost
cutting exercises by mining companies, social workers and been retrenched and laid off.
Mining should have a more holistic approach and their designs should incorporate the
deployment of social workers to enhance the living conditions of mineworkers. The
availability and access to social workers forms part of the training and development of
mine workers.
4.4 Labour Sending Areas
The labour sending areas are critical for the success for the success of the mining
industries. Admittedly it is difficult for mining companies to implement and co-ordinate
programmes to benefit labour sending areas such as the Eastern Cape. Though valid a
point, the potential of co-ordinated efforts between mining companies has not been
explored to attack the development issues in labour-sending areas.
Government and other stakeholders believe that the migrant labour system, which has
been around for more than 100 years, should be maintained but labourers should rotate
between the mining areas and labour-sending areas more frequently. A major problem
with the current migrant labour system is that when miners leave their homes to go to
the mines they tend to forget about their families at home. Hence migrant worker’s
families are some of the poorest in the country. They spend their earnings on the mineral
rich areas usually financing a second family. This means that cash earned does not
circulate to the labour-sending areas. The solution is to increase the flow of cash to these
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areas and hence the need for a lot more frequent rotation between the mines and the
labour-sending areas and not forced rotation due to retirement or sickness.
Feasibility studies have indicated that changing the rotation schedules, transporting
miners every 8 weeks has been known to be economically feasible. Migrating, to be
success however, has to have a short lifespan and modernised. The new SANTACO
Airline is said to be a medium to resolve the migration concern. This will only be
successful if it is cheaper than the current available transportation systems.
4.5 Employee stock options
Employee stock options (ESOPS) can be used to give direct ownership to mine workers.
Though there are some employee-stock-options the concern is whether they have been
setup to benefit the more disadvantaged mine workers.
As a case in point Xstrata is willing to implement an ESOP but indicates that they have to
distribute them across the company based on pay grades as they feel they cannot give
benefits to illiterate mineworkers. Firstly this is tantamount to lack of interest and
commitment to uplift the lives of the poor mineworkers and reduce the poverty gap.
Seeing that black people form the bulk of the lower grades it would imply that they would
benefit less than other individuals in higher pay grades. The objective of the ESOP has
been completely missed. There is an element of racism which suggests that illiterate
people are not worthy of ownership of mines. This is but an example of how certain
solutions are undermined by mining lords who are reluctant to give an opportunity to and
allow the greater communities of impoverished black people to benefit from the fruits of
mining.
4.6 Long-term viable communities as competitive entities
Giving communities the right resources to manage and grow entities will ensure future
sustainability. Creating the environment for communities to trade amongst themselves
and with other entities will provide long-term skills that are necessary to build
sustainable communities.
4.7 Joint co-ordinated effort
It is important to note that even with all the solutions that have been proposed, the lack
of co-ordination within the industry, lack of co-operation between mining companies,
government and communities will bear little from the solutions. Every stakeholder must
be willing to give something to the process of development instead of always pointing
fingers. They must be willing to come together with other stakeholders and be willing to
play their role effectively to facilitate the realisation of South Africa’s vision.
5 Conclusion
The factors that are slowing down the progress with regards to community development
are not difficult to identify. There are a number of issues which have been identified
through critical analysis of the roles of stakeholders. Each stakeholder is able to identify
the flaws of the stakeholder and by collecting the sets of flaws one can build a picture of
the problems.
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At the top of all the problems is the lack of introspection. Each stakeholder implicitly
argues that they are not responsible for the lack of progress. The stakeholders are
focusing their energy in the wrong areas. As such there are more identified problems
than solutions. Continuous deliberation over the problems postpones the development of
real solutions and the implementation thereof. This seems to be the reason for the lack
of progress post 1994; post 18 years of democracy.
This report has presented solutions proposed by stakeholders. Some of the solutions like
the transfer of non-core mining assets do not address direct community participation in
the resource wealth of mines. More frequent mineworker migration, though plausible, is
still in a feasibility stage. The details of this framework were not discussed
comprehensively and are not publicly available for further scrutiny. With poor relations
between mines and the unions the implementation of the plan could take longer than
expected. In this case, strong and decisive leadership needs to be taken; lack of
leadership and poor leadership has however been one of the factors slowing down the
progress in the community development initiatives.
In the end, whatever route that is chosen, the solutions should lead to the development
of long-term viable communities as competitive entities. To achieve this requires a great
joint effort, co-ordination and co-operation; principles that South Africa to-date has failed
to achieve. The longer joint effort eludes South Africa, the longer the discussions as to
who is right or wrong and which solution to adopt to develop the mining communities will
be.
While these debates continue without arriving at real implementable solutions, mining
communities will continue to suffer recessive development, underperforming other
mining communities around the world.
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KEY NOTE ADDRESS
10.1 SPEAKER: Bobby Godsell (Chairman of Business Leadership South Africa)
Thanks very much.
I’ve chosen a title for my thoughts, which is beyond the dialog of the deaf [laughs], and I
want to make an argument or a proposition in a more South African spirit. The
proposition is like this; the proposal to nationalise the mines, I argue is an unhelpful
answer to an urgent and vital group of questions and in the interest of all South Africans,
we need to recast this debate in more constructive terms.
So, that’s the proposal and I’m going to talk about it in this order; firstly, I want to
indicate why I think the debate around nationalisation arises out of a vital set of
questions. So, I’m starting with the questions, which seems to me to be a sensible thing
to do. Then, I will try to outline why I think the proposal to nationalise is an unhelpful
answer to these questions. And thirdly, and briefly at the end, I’ll make a few suggestions
about how we might recast this debate in a way that will better serve the future
generations of South Africans.
Now, the proposal by the ANC Youth League; that our government should nationalise the
South African mining industry arises from the reality, to use youth league language of
economic un-freedom of millions of South Africans today and the challenge they pose is
how to change this un-freedom to freedom. Now, the youth league is not alone in posing
this challenge. Let me quote from the diagnostic report of the national planning
commission released on the 9th of June of this year and I quote, “the continued, social
and economic exclusion of millions of South Africans reflected in the high levels of
poverty and inequality is our biggest challenge”, it’s the very first statement made by the
planning commission.
The commission went on to note that currently only 41 out of 100 adult South Africans,
and by the way adult is defined as 15 and 65, so that certainly includes I think everybody
in this room. Only 41 out of 100, are economically active, not have jobs but economically
active. The commission notes that in 2005, the poorest 20% of the population earned
2.3% of the national income and the richest 20% earned 70%. Giving our country, in the
commonly measure of inequality; the Gini co-efficient, a Gini co-efficient of around 0.7,
which is amongst the highest in the world. I mean just in the spirit of debate by the way,
Namibia and Botswana have a higher Gini co-efficient than South Africa so we’re not
entirely alone but certainly it’s a pretty uncomfortable place to be.
Now, South Africans need neither the ANC youth league nor the national planning
commission to convince them of the social economic and political crises; the evidence of
our eyes each day tells us, this is so. If you turn out of Louie Botha into what becomes Ivy
road, I think it’s 11th Street, you see tens of men waiting forlornly for any kind of work
and all of us in the City in our daily commute, I think, well I speak for myself, face this
sort of existential dilemma of which beggar to give to and which beggar to ignore. That’s
the evidence of our eyes.
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The desperation of so many black parents to find work for sons, daughters, brothers,
sisters; The lack of nutrition, that stunts early brain development, the first three years if
you miss that, it’s gone! Surely there can be very few, very few South Africans of any race
across genders who do not understand the urgent need to address poverty and
inequality in our society.
So, that’s why the questions are important. Now, why is this answer unhelpful and
please, I’m choosing my language quite carefully. Here, I would argue that it’s unhelpful
because it is based, in my view, on out-dated notions of how capital is formed in what
Yogan Yakamastu would describe as late capitalist society or let’s call it advanced
industrial capitalist society. And secondly, in my view, it’s also based on an out-dated
notion of what government is and how government works.
So, let’s deal with capitalism. In the early stages of industrial capitalism, capitalism was
accumulated by a handful of rich individuals, concentrated into individually owned
corporations and banks often family owned corporations and banks. These individuals
and individually owned corporations and banks dominated both the ownership and
control of national economies.
In mature industrial and post-industrial societies, the accumulation of capital has a quite
different character. By far, the greatest source of capital accumulation; north and south,
east and west, developing and developed is the pool contractual savings of working men
and women. What the Japanese would call salary men and women, their pensions and
their provident funds and their life insurance policies; this is the capital that has funded
growth in the global economy over the last half century.
Part, often as much as 20%, desirably, incidentally as much as 20% of current earnings
of working men and women around the world, also in South Africa, is set aside to meet
future needs. These savings are invested in new and expanded economic activity in order
to ensure that this wealth grows at least at the rate of inflation. This is the people’s
capitalism, nice Afrikaans expression, forks capitalista. That provides simultaneously, for
individual future needs, my needs as a pensioner and for the immediate growth of our
productive economy.
Now, in contrast, virtually all of the 200 or so national governments in the world operate;
firstly a form of cashbook accounting, money in and money out in a year. They don’t have
an asset register and they don’t amortise their assets. Their accounts consist essentially
of revenue collected in the year and expenditure incurred and then at least 90%, I think
it’s much more I didn’t do the work to check, of cases, the annual or current year of
expenditure exceeds current revenue. To put it in simple language, their operating on an
overdraft.
For example, in our country’s current financial year, expenditure is set to exceed revenue,
this year by R142 billion. That is, the government needs to borrow R142 billion to pay its
bills and to make sure that its cheques in 2011, 2012 financial year don’t bounce.
Governments also accumulate large amounts of public debt because this shortfall
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between expenditure and revenue happens every year and of course that debt needs to
be serviced. In 2009, the debt of the South African government was 23% of our gross
domestic product. I’m very keen for you to focus on these numbers and these concepts.
The gross domestic product measures all economic activity by everybody in a year, so
it’s not the government’s revenue. I mean most companies would measure their debt to
equity, debt to assets, debt to revenue ratios, how much do we make and how much do
we owe? Governments measure their debt in terms of the total wealth creation of the
society. So, 23% of your gross domestic product is a large number. Last week our
Minister of Finance indicated that it was anticipated this would rise from 23% in 2009 to
40% in 2015. I mean just for contrast, the current European Union, “to save Greece,
plans to reduce Greece’s public debt by 2020 to 120% of GDP”. So, we’re not doing that
badly, of course all that comes at a cost and this year the South African government will
spent R76 billion on interest on its international debt. By way of situating this, this is
larger than the police budget this year.
Governments therefore, do not accumulate capital and are not able to invest long term,
and the point is anything but academic. In 2009, the South African, unfortunately today
it’s the chambers AGM and today they will release their annual report and they’ll give us
figures for 2010. I only can use the 2009 because it’s the only figures that are publicly
available, but in 2009, the mining industry invested R51 billion in capital expenditure,
that is to sustain existing levels of mining and to plan for future levels of mining. In the
same year they paid R25 billion to their shareholders in the form of dividends, so had
they been owned by the South African government in 2009, the treasury have to find the
difference, R26 billion from taxpayers revenue.
So, taxpayers would have had to inject, assuming the same level of investment in the
industry and an additional R21 billion. So, what I’m saying is the treasury would have lost
R26 billion, not gained from their ownership and I’m assuming in youth league term by
the way, nationalisation without compensation for this purpose. I’m not talking about
buying anything, I’m just talking about funding continuing growth.
The difficulty that government has in funding new infrastructure and the effects of
maintenance or replacement of existing infrastructure in regard to electricity, ports,
airports, road and rail transport illustrates this point; the toll tariff debate illustrates this
point because the tariffs are set in order to repay the capital cost of building or
maintaining a road. So, this is my view about, I just think we need to get with forks
capitalista, with peoples capitalism, with pension fund capitalism in order to understand
how capital is formed in a modern society.
My second point is that the proposal to nationalise underestimates or in my view gets
wrong, the role of the state in modern terms. So, if the growth of advance in even post
capitalism society has produced new sources of capital, it’s also produced government,
much more able to regulate most aspects of modern life, including the economy.
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The ANC Youth League march for economic freedom last Thursday, delivered to the
Chamber of Mines, a memorandum that made 12 demands. Eight of these demands, in
my view can be and should be and already are effected through government regulation
and certainly do not require ownership. These 8 demands deal with beneficiation, skills
and education, better safety, better salaries and working conditions, mining company
investment in local communities, local procurement, social and labour plans, and
occupational disease compensation. These actually are, 7 of the 8 are already regulated
in law and in regulation; the missing eighth is on beneficiation and the legislation is
imminently in place in that regard.
What about the other 4 out of the 12? Now 3, deal with the act of nationalisation itself,
the first demand is that the mines should be nationalised to at least 60%. The second,
that the constitution should be amended to not require compensation and thirdly, and I
mean this is not a moment for anybody to take cheap shots at anybody else but I must
say to the youth league that to include a demand that the mine owners should stop
threatening to disinvest, when your proposal is to nationalise them is naive. So those are
the 3 that are not covered by regulation.
There’s a final one, which is interesting, and by the way I would identify myself strongly
with all of the demands except the 3 that I’ve just mentioned. So, the last one, talks
about the need to re align industrial policy so as to guide beneficiation and
industrialisation in the mining industry and I would argue that whoever owns the mines,
that requires legislation.
So, what I’m saying to the youth league and I’m saying this respectfully actually because
I think we need respectful debate, that I believe 9 out of your 12 demands can be met
with regulation. Now, an immediate retort might be that existing regulation has not
worked. In fact I don’t believe the evidence indicates this, for example the mining charter
sets out targets for the mining companies in regard to the racial diversity of ownership,
the procurement of goods, services and consumables, race and gender diversity in
senior, middle and junior management as well as amongst employees with core and
critical skills, expenditure levels on training, employee accommodation levels.
Concrete targets are set in each of these areas and companies are required to report to
the department of mineral resources on a regular basis. It’s actually my belief that most
large mining companies are well on track to meet these targets and it certainly would
assist the public debate about progress in the mining sector if these companies would
include in their now integrated annual report, following King 3, the concrete progress
they have made in terms of the mining charter. That is, tell the public how this document
is actually working; the concrete targets, the concrete response. It also then allows
people to challenge, whether you’ve got the numbers right and we can move to a
common database about the progress that is being made.
Now, the debate around nationalising the mines, banks and other parts of our economy
has so far generated more heat than light, can it be recast? Why doesn’t our very robust
nation get into conversation about crafting a different future? Can South Africans agree?
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Targets, for much lower levels of economic exclusion in 10 or 20 years’ time. If only 41
out of 100 adult South Africans are economically active today, what should that number
be in 2021 or 2031? Can we debate and agree a target that to reduce levels of poverty?
Which using the poverty line that the treasury uses, R524 per month is at 48% of the
population currently, can we agree a target for 2021 or 2031? And can we target much
better equality, reducing the 0.7 Gini co-efficient by as much as Brazil has reduced it,
somewhere to the 0.4 area.
It seems to me that it’s vital to set and then meet these targets, it’s equally vital that
government, business and labour and indeed the citizenry at large understand that we
will not come close to meeting these targets without sustained and vigorous rates of
economic growth. Indeed to increase, inclusion and cohesion in the way that I am
suggesting, we will have to at least double the size of the South African economy over the
next 20 years at least.
If we were to sustain an annual growth rate of around 5.5% for the period, that’s
possible. Inclusive growth will need both new leadership and new relationships, business
and labour need to negotiate, not only about the annual wage increase but also about
real plans to double the size of their company or industrial sector over the long term.
Greater efficiency, more employment, better service, better products; that is
developmental industrial relations. In the end, one rather simple mind set is needed, no
economic freedom without dramatic economic growth, no sustained economic growth
without much greater economic freedom. It’s not either or it’s both, it’s as simple as that.
Now, South Africans often think they are unique; both uniquely good and uniquely bad,
we’re always either the best or the worst in everything, especially sport. In fact the
problems of social cohesion and economic prosperity, are not in any way confined to
these shores. And I mean ready to illustrate, if business needs to embrace social
cohesion as a business goal, it needs to do it. Afrikaans has a nice expression,...from
inward conviction not as a public relations exercise but because they really understand,
without cohesion we won’t get growth and the society will fall apart.
On the other hand labour, and if I might say so in this context, the youth league need to
embrace the need for economic growth, not as an inconvenient limitation to other things
but as a profoundly good, profoundly necessary thing.
So, it’s that inward conviction that I’m looking for in our leaders and I want to end with a
quote from an American journalist writing about America and the quote firstly has got
beautiful English language and it illustrates for me, what inner conviction means. It
comes from the US journal, foreign affairs from its most recent edition, November,
December edition and the journalist is George Parker. The title of the article which I
strongly recommend to everybody in the room, it’s available on their website, is The
Broken Contract: inequality and American decline and it’s a fairly long quote but I’m
going to sit down at the end of the quote so be encouraged.
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“In the meantime”, says George Parker, “inequality will continue to mock the American
promise of opportunity for all. Inequality creates a lopsided economy which leaves the
rich with so much money that they can binge on speculation and leaves the middle class
without enough to buy the things they think they deserve, which leads then to borrow and
go into debt. These were among the long term causes of the financial crises and great
recession of 2008. Inequality hardens a society into a class system, imprisoning people
in the circumstances of their birth, a rebuke to the very idea of their American dream.
Inequality divides us from one another, in schools, in neighbourhoods, at work, on
airplanes with the cabinet Minister being put in seat 1A at the last moment.
In hospitals, in what we eat, in the conditions of our bodies, in what we think, in our
children’s futures, in how we die. Inequality make it harder to imagine the lives of others,
which is one reason why the fact of over 14 million, more or less permanently
unemployed Americans leave so little impression in our country’s political and media
capitals. Inequality corrodes trust among fellow citizens, making it seem as if the game is
rigged. Inequality creates a generalised anger that finds targets where it can, immigrants,
foreign countries, American elites, government in all forms and it rewards demigods,
while discrediting reformers. Inequality saps the will to conceive of ambitious solutions to
large and collective problems because those problems no longer seem very collective.
Inequality undermines democracy”.
I think South Africans can and must do better than that. Thanks very much.
11 PANELLIST 1
11.1 SPEAKER: Duma Nkosi
Good morning. Maybe ideally I was put here with Godsell and the Youth League leaders,
because I think that I had occasions of interacting with the sector. As a member of
parliament, the first committee in 1994 which I belonged to was Minerals and Energy. I
later chaired the same committee. I was actually out of the parliamentary process for
some time. I think it was only in April this year (2011) that I was able to go back to the
office of the DG (Deputy-General for Department of Minerals and Energy), Sandile
Nogxina, as the chief director in his office. But I think I can say that the month ending of
October (2011), I actually have a new job, within the economic development department,
the new one, and there are actually interesting and challenging issues that are being
debated.
Yesterday, I think we agreed with Bobby Godsell that the discussion that took place
yesterday, which was a signing if their report, we do have a number of people in that
report which are helping to give us building blocks of what we might see as the structure
of the national growth path. I think one would like to say that there is an initiative that
one would like to suggest, that maybe for most of the people that are interested in
mining, we should actually be able to encourage you to look at what we’ve got even
before the process of the national growth path. It was an issue relating to the mining
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industry growth and development and employment, particularly, across the abridged
MIGDETT.
We actually have different stakeholders within the sector, who are actually working
together and attempt to get a collaborative problem solving. I think it did actually work to
some extent from the previous stakeholders in terms of feedback, we would find that
they have found the process to be quite helpful because everyone came in to make their
own contribution. Obviously the document or what they had actually ended up agreeing
or developing was an issue relating to the strategy for sustainable growth and meaningful
transformation but obviously there were challenges in terms of our economy.
They were forced to actually go back and relook in terms of what is it that makes the
mining industry. They did find as well that in terms of the mining that we’ve done in the
country, which is actually in the past 100 years, we were almost on 50% of what we can
still do. So, we’ve done half because they say it’s over 50% of what we have done in the
100 years that we can actually seem to be moving forward.
Obviously we did actually pick up as well that there were regulatory issues in terms of
dealing with the sector. Obviously you would find that due to the change of the
democracy process in the country, there wasn’t actually a lot of support in the industry.
I’ll put it like that because if you actually present regulatory frameworks it sounds like
you’re not actually doing it for industry. You’re doing it for industry, you’re doing it for
government, you are actually are even doing it for different communities and the
economy of the country.
We did actually pick up that there may be issues of regulations that may have to be
simplified or classified or even strengthened, they also actually agree in terms of that
process that they should actually be a level of monitoring and oversight that we need to
be focus on. Because at the end of the day, you do find that without effective monitoring
and oversight, there might be serious challenges. On the other side, there was an issue
of enforcement that actually came though as a strong issue in terms of the industry.
The big issue outside the regulatory issue was another issue relating to the unblocking
of the infrastructure constraints. Obviously, for someone to mine there will be issues that
will be important to look at, the issue actually is getting those products to operation and
there will be issues of water and energy that might be primary for you to have a great
success to be able to do your business.
Moving your product, road and rail, will be quite strategic. As we stand right now, we do
have a situation which is not quite balanced. Roads are actually carrying too much than
what they should, so there is actually a big problem to be able to look at how we balance
and create more space to be able to move products safer and less expensive, in terms of
looking at the processes.
Also, if you look at the mining, there are issues that we have to look at in terms of social
infrastructure because obviously I think, in the big debate of nationalisation is the whole
balance relating to mining because it is an economic activity. It is profitable to some
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extent, because I’m sure for anyone if ever there is actually a deposit and you want to
actually extract it, what you will do is to make sure that you can do that profitably.
And if you can’t do it profitably, the advice would be not to do it because the environment
and all related issues are going to be undermined completely and we are hoping that by
extracting those products, you will be able to do that profitably and there will be a
balance of ensuring that the environment is actually not damaged or rehabilitated to the
correct extent.
The other part is that those who work to extract are fairly compensated and if ever they
affect communities, they should actually, seek people who own the land where you’re
actually digging the ore underneath, should actually be your partners. So, all those things
are quite important, there is actually a process relating to what you may say, strategic
issues relating to health, education and housing. Those are most of the time factor
issues but there is actually social labour plans which are issues relating to agreements
because we’re hoping that when you start to mine, you must have a closing plan at the
time you start to mine and in fact it should make complete sense. You should be able to
make the copies available or invest in a way that you are going to be able to get that
mine rehabilitated properly when you finish your business.
Well, I think there will be a number of challenges all the same that may not actually be
accounted for fully or maybe the price of gold or other products might have impact. In the
sense of looking at the whole issue we think social infrastructure is a must but in terms
of a social labour effect, we think there may not be enough done to alleviate that. But the
general point as well is that skills in the mining sector are a big issue that needs
continuous attention, it’s not something we need to look at because we want to do a
particular job in the overall in terms of starting your production continuously while you
work skilling and reskilling company products. Skilling too late and it gets very difficult
because there might be negative impact.
We think there is actually a strategic issue picked up from that strategy as well which
relates to exploration. In terms of what we have geologically as a country, it is termed as
something that is bigger than what you can find anywhere in the world. And based on
that we think we may have to get accurate and good information to be able to do proper
work, in terms of other South Africans and those who may want to benefit from what we
are mining from the ground, because obviously previously we did say, what you don’t
mine for economic function you give up so that’s the big balance of the things that really
balance the whole economy.
So, I would say the investment on exploration is a huge opportunity, if taken care of
properly with good information, you can work much better. Well obviously in terms of the
department you would find that the mining pedestrian system, in terms of knowing what
you have, how you manage what you have, it’s actually quite important. There are things
which relate to mining that have taken place before.
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In my past life I actually was fortunate to work in the City of Ekurhuleni. A big issue, very
exciting issue which we have picked up is acid mine water drainage because obviously as
it was indicated, although it may pass from the west in Johannesburg to the east but the
main challenge is when the water is not pumped but also having minerals that come out
of the water coming from the underground.
So, I think that we did have a number of issues which we considered at the municipality
and I think in the issues that we may have to look at, the issue of rehabilitation of the
relic and ownerless mine is a big issue. I am talking about the mine dumps that are being
reprocessed. You can see that there’s more land being freed up. In all the challenges
there are actually also opportunities, it does go with the English saying, there’s a silver
lining in every dark cloud. If it was possible that we could manage processes better, the
water coming from underground, being pumped and cleaned to some level, there can be
drain water.
With the manufacturing industry and the people who actually use water in the region of
Ekurhuleni, you might find that we could be in water business that is not possible.
Possible water from running water can actually continue going to people who really need
water but for business and industry we think grey water can be appropriate for some of
the businesses. We do actually have big users of electricity and water. And we see that
as an opportunity to look at what might be a problem, because obviously it’s a river and it
is water, it’s a resource that is quite important that will carry heavy minerals. There can
be a possibility of another opportunity to actually extract those minerals and put them to
good use.
So, we‘re hoping to actually looking at some of the challenges that we have in a way that
they will become positively. So, I would say for the industry, if you look at different
sectors. In the mining sector, I think that there was a lot of work that was done, for those
of you who have managed to look at the mining charter, there is actually a lot of
engagement between the key stakeholders and in terms of the mining charter and the
review that has taken place. It does show that the term is there in terms of where we
need to go.
It may be on a few cases where we are not brave enough or confident to move and get
things done. So, I think the point one would like to raise is that there are so many things
to do. It’s quite important that we don’t actually get side-tracked completely; we actually
have what is very important taking place in terms of engagement on various issues,
because I think on my part I do take the view that there should be rights but there should
be a balance of rights and responsibilities.
In all of us in terms of what we do, we come from all the different stakeholders. So, I
think the issue beneficiation strategy, I remember when I was actually a member of
parliament in 1996 and 1997, we had a discussion raising the same issue. The problem
that we were looking at was the diamonds, value-add on those diamonds but the
opportunity to be able to add value to those products that we actually mining in this
country was challenging but I think at this point with the cabinet having actually agreed
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on the beneficiation strategy, we think this will create even more opportunities for those
who can actually take that and actually participate in a gainful kind of engagement
because there is an opportunity to be able to engage on that.
So, I will say, in terms of the national growth plan there is actually another project that
has started recently because I think we have proper processes that we are literally
engaging in. I’m sure you’ve heard about the Presidential Infrastructure Commission and
when you actually look at that there are actually very important issues that are coming up
but for mining there are a few interesting projects. For coal in the Waterberg area it
sounded like if there can ever be a sense of a mode of moving commodity in terms of
coal. I just started looking at the rates, Waterberg can actually be unlocked, there can be
a lot of opportunity.
So, for infrastructure which we actually have, catalytic in terms of contributing to the
economy, development and growth. That’s one of the issues in the discussions that is
taking place. Further there would be the issue relating to Manganese, I’m sure you know
that for the whole world we do have about 80% deposit in this country of Manganese. So,
if we’re able to actually move that by rail it creates a huge opportunity as well, so one is
actually raising a point where even on the rail there is a point where in terms of stat what
we have or what we can be able to develop it to.
You can move a lot of products and people from roads to rails, make our roads safer. We
actually had huge issues about death in the mines but if you look at those deaths in the
mines and you look at our roads now, we are losing too many people on our roads, it’s
very unsafe and I think some of the issues relating to infrastructure has to do with heavy
carrying lots of stuff that we have an alternative to move it to rail to the freeways and big
roads.
So, I think maybe to conclude [Nchaka] Moloi, one was actually hoping that we do all
have a role to play and we also have lots of resources because the belong to private and
public and also for the different spheres of government but, I think the final point which I
would like to raise is for the mining industry, we actually can be able to reach our
targets... so with half the time on the line and a bit more we can say it’s a timeline and
it’s not bad.
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12 PANELLIST 2
12.1 SPEAKER: Pule Mabe (Treasurer General of the ANCYL)
My hopes are that I will not be long like my comrade. Thanks once more for affirming that
our perspective is not farfetched. I would like to first give a little bit of personal
experience because we come from mining towns, and being born in a mining town in
Phalaborwa one would have experienced what happens when mines operate and this
was the point that I raised. And I think to a large extent Comrade Zuma tried to speak to
us. We’ve got a problem that once the investment in these mines happens without a
serious recovery strategy you are left with a number of things like TB and communities
that become troubled. You know the Phalaborwa mining company during its 5 years
when copper was found they had big clubs in the community. You can go and see what
Phalaborwa is and what it was back then. The few who come from those areas... go and
look at what Phalaborwa is...and you know what happens when mines decide
to......when.....Boksburg closed some of its plant, when...Rio Tinto took on a different
strategy.....all it meant was that jobs were lost.
I remember that most of the kids who were born there, know no other area except that
mining dump. Schools were established as soon as there was life from 1965. When a bit
of a decline for those who are supposed to be driving the investment of those mines feel
that they can no longer be those areas, they will not do vast briefings to tell communities
that tomorrow they are going to leave this area and go. These issues are then left with
government to deal with.
It is Government which must develop this rehabilitation strategies, it is government that
must look at developing the beneficiation strategies and then say what can become of
this mine? What can become of the Central Rand Gold in Johannesburg? The
government must do all of that. Now when you focus ownership solely in the hands of
government, you make this work even more possible, you make it part of a national
development and part of the moral of the country which is very important for what we are
trying to do.
The contributions that mines do to national fiscus could be much greater if there is focus.
This focus would mean that we’d be able to say because of the state of the government
of the people of South Africa, the kind of ownership that we’ve taken in this possible
mine what would have been our shareholder benefits would be invested back into those
communities because what we still lack when I look at the mining houses is a social
development strategy.
Some mines believe that by doing Christmas parties for communities next to mining
houses, they’ve closed the chapter; by buying toys for people who are staying they’ve
closed the chapter; by buying some books and publications and putting them in a
community library, they’ve closed the chapter. It doesn’t work like that! We need to make
sure and we ourselves when we went to the National Development Council with the
African National Congress, last year in Durban and ultimately won the mind of the
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general council; make sure that the issue of nationalisation is placed on the agenda of
the African National Congress.
We said that should be done, we should be able to visit countries where nationalisation
has taken place. Look at the models of the Scandinavian countries, go to Botswana and
all the countries. Look at the purpose of nationalisation; also look at its own success
story. We then come back and say what is the best model to implement in South Africa?
And based on that we will know that this is what we want to do. What Godsell said was
that altering parts of the constitution, would mean that we expropriate with or without
compensation but we need to look at that to say: okay, this mine was owned by Bobby
Godsell, this is the kind of investment that was involved into making sure that life is
brought into this community but, we believe is that this investment is so much over time.
So, we can then work out a strategy to begin compensation, and which would have to be
a very progressive strategy because you Bobby Godsell have indicated that we do not
have enough money to meet our day to day social demands. So it means that we might
have to find a way of compensating you out of that which we make year on year, which
will be a benefit accruing out of that because you would believe that because you are
already investing confidence. Now I told some comrades who came to me about a
problem the other time of a debt issue they were dealing with because they have never
dealt with such an issue before. They were asking that: we want to know if this man is
going to be giving us a lump sum or a different payment structure. I mean you are
indicating that what is owed is money so he must pay you from what you owe through his
labour so he doesn’t necessarily need to pay money because Pravin [Gordhan] has
already said that we are short. That man is giving 23 billion [Rand] to try and curtail and
bring life to manufacturing. That is what Pravin [Gordon] said, if we were to take money
and put it back into the railway scheme, which will cost just over 20 billion [Rand], it
would mean that we’ve got to do some tests. We’ve got to either increase our tax base or
it means we must cut on the provision of education elsewhere.
So, we’ve got to find each other as well. I mean mine themselves have been free loaders
in this country for a very long time. The legislation has allowed them to amass wealth.
They’ve been able to go to Phalaborwa and extract that copper, in fact there is even a bit
of manganese that can be found there. With your help and other social partners we will
be able to see and even agree on how to use some of those resources. And even if we
can be able to determine the price of steel. And if we can be able to determine the price
of steel in this country, we’ll be able to then drive the world’s economy; we’ll be able to
determine what comes out of the G20 and all other important gatherings that are taking
place with a view of making sure that our world is safe.
So, I thought that we needed to deal with the problem of this department’s problem. It’s
a very big problem so that the free honeymoon that mines have enjoyed must not
necessarily come to an end because we appreciate that we need steel; we need the
metallurgist; we need mining engineers; we need people who know how to market those
commodities. But if we put Pule Mabe in Phalaborwa and say: okay here’s copper, mine. I
will mine, take out the copper and not know where to take it. But if you’ve brought people
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who are equipped with mining experience, they will know that out of some of those things
that they extracted from Phalaborwa, we could be able to help our railway. We could be
able to contribute towards the provision of power and all of that.
Now, in an environment where mines are nationalised, an environment could exists that
you would be able to lessen the price of important services like electricity…if there is coal
in Waterberg, if you create a railway line there, what it would be able to...we’d also be
able to reduce the traffic that goes to Moria in April because you’ll put it in a commuter
rail and you use the same commuter rail to carry the commodity…so you would also be
able to respond to those things.
We are supposed to look at what comes out of nationalised mines, what comes out of
nationalised mines is our ability and will as a people in the country, to be able to
diversify. To be able to lessen the cost of the electricity that mines use because mines
use electricity 24/7. It’s quite a lot! None of us have ever given ourselves time to quantify
the electricity that is used at all Anglo mines, how many houses could be electrified. Now,
the problem is by electrifying these houses and closing these mines, you are not helping
these families that stay in this house because they won’t eat electricity so they must be a
balance. Electrify them at a lesser cost and make sure that the parents who stay in those
houses work in the nearby mine.
I thought that we should simplify what the Youth League is talking about. I’ve seen a
number of economists, even Trevor Manuel was saying that it might be difficult to realise
the nationalisation in this lifetime but none of your famous industry players have sought
to provide a solution, they’ve sought to say we think that what the Youth League is
suggesting, because of your own experiences empower ......then say that we think that
this could be achieved but along with......look we don’t only have labour plans, part of our
beneficiation strategy is to make sure that we help these communities to be able to do
the following, out of some of the by-products that come with the things that are being
produced at the mines.
I mean most of the municipalities that are in the outskirts still buy most of their things in
Johannesburg and they buy the things that come out of commodities that can be mined.
But why is it that those things are not produced there. If Phalaborwa for instance,
produces copper, copper does a lot of plumbing utility. Those pipes could be produced
there and then we could make Phalaborwa a hub of those pipes and then we transform
all over the country then we know that at that hub we actually created a significant
amount of jobs.
Why do we need to advertise the Mineral and Petroleum Resource Development Act to
make sure that we create nationalised mines? But in an environment where the existing
stakeholders of the mines will effectively co-exist in the interim and ultimately make sure
that there is a way to monitoring if there is progress. I mean our mines are not completely
community led to tell those communities how much they’ve made that year. In fact, if left
to the shareholders like you’ve said. You said there’s an AGM of the Chamber of Mines
which are not where the mining activities are taking place.
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You know what the government of the ANC has done when it took over, it introduced
something called Imbizo, Batho Pele, and we went to the communities to speak to them.
So, mines should do the same; why don’t mines do Imbizos, look at how few we are,
talking about a very important and big industry. We are not going to those communities,
there has never been a community meeting in Phalaborwa convened by Rio Tino and the
Phalaborwa Mining Company, just to tell my grandmother and those people who stay
there how much these mines are making and then say to them, this year we built 7
schools, we employed 70 people from this community.
That is left to government, if you expect Zuma and his cabinet to go all over the country,
telling people that they are working, all is well...they have to go around to try and show
whether government is working or not. Government has established what is called
Thusamong centre. Mines must do the same. Mines are a very important industry in this
country, they must convene community symposiums, they must tell communities what
they are doing because they are mining and digging the soil of those communities.
So, this Mining for Change seminar in the next life when mines are nationalised, should
take place in a community hall and Bobby Godsell should pick up a microphone and tell
the community of Sekhukhune and say you know what this year out of the platinum that
we got from this community of Sekhukhune, we were able to do the following, these are
the kind of jobs we did and mines should also say that we are creating partnerships.
You know, we want to nationalise, there is an appreciation...so we’ll be able to work
together as social partners and then create partnerships to be able to fund people in
those communities who want to start mining. I was actually happy when Zuma spoke
about railways because both rail and mining combined together can create huge jobs,
just imagine how many people you save if you just lay down 1000 railway slippers or to
just lay out 10km worth of rail line. Just imagine, I mean all of you were there, with your
age, when Gautrain was being done, you saw how many years it took, from when
Mbhazima [Shilowa] was still valued; because you were there.
Those of us who were not born in 1976 might not have been there to see what happened
in Pretoria, but those of us who led the Youth League in 2011, saw what happened on
the 27th of October. Because initially, people thought that it is just the Youth League
people who will sing. I’m just about to conclude, I’m reminded by the MC. We took over
25 000 people to Pretoria, the media got it wrong, because all of them kept on saying
that there were 5 000 or 8 000, there were over 10 000. Now I can tell you this open
secret, there were over 24 000 and how we know this is because we had 1 400, 15
seater taxis just as a start.
So, now if 1 400, 15 seater taxis, if you calculate it it’s about 24 500 and all of them
were full. Just before we started, they just came from Gauteng and we have all the other
9 provinces happening. You have to understand that we had a lot of serious doubt
coming into the march; nobody’s house was touched. The youth of this country marched
peacefully to the Union Buildings; we delivered the memorandum to the Chamber of
Mines peacefully; we marched to the Johannesburg Stock Exchange to demand
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transformation peacefully and we ultimately went to our Union Buildings peacefully. Over
25 000 young people in this country did so, so if the youth of this country can stand like
that, unlike the youth of Egypt, Libya, and all other countries and say to you, we want
jobs, we want mines to be nationalised. Why are you not listening to the youth of this
country, because this youth constitute the future of this country?
We can best nationalise the mines if we work with this youth in this way. Let’s meet each
other halfway. But to say it can’t happen is to rob the youth of this country of its future. If
over 25 000 of them, who have got kids, who have got jobs, who are jobless, who are
students, who are looking for jobs would go out and march to Pretoria to look for jobs
and then identify mines as one critical industry that would contribute towards resolving
their problems. The little that they are given is that this mining engine here, I mean all of
you who have seen the wealth of this engine should come together and say, how can we
best empower the Youth League’s view to nationalise the mines.
But to say it’s a farfetched feat without necessarily providing alternatives, in itself is to
still stand in the park and not want to drive the car when we all appreciate the kind of
problems that exist. Thank you, I’ll come back again because right now I don’t want to
stop.
13 COMMENTS, QUESTIONS AND RESPONSES
13.1 Comment 1
This is posed I think to both of you as well as to Bobby, in fact the whole panel. I want to
make a proposition that we’ve failed as South Africans, we have failed in the last 15
years, well since the political transition because we got poorer and the wage cuts have
gotten bigger and got worse, the exclusion of people has gotten worse in our economy.
And whatever we say about the accords that we write, the laws that we pass, the
regulatory environment, it has failed ordinary South Africans.
It has failed ordinary South Africans. I think the big advantage of what the youth league is
doing is it’s placing at the centre of the debate our national resources, which frankly
have been excluded from our debate for the past number of years and I say this mindful
of the effects.
If you look at the major social institutions to social dialogue and we start with NEDLAC,
the mining industry basically does not participate in that at all. Where the primary
institution for social dialogue is established by statute, so there’s an institutional failure
where the mining industry, regulated by the minerals department under MRPDA and their
MIGDETT processes happens outside of the industrialisation debate in the country.
If you read most of the IPAC documents coming out of the DTI in respect of how to
industrialise this country, the starting point is how to get out of the mining industry. And
this is an industry, let us remind ourselves of $2.5 trillion, with another 100 years of life
in front of us; but the transition between mining and agriculture for that matter as the
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centre of our economy and how to transition that into the industrialisation process, we’ve
failed to grasp that relationship.
We talk about beneficiation but we’ve not built that into trade policies, we haven’t built it
into real on the ground beneficiation, we can’t really talk of beneficiation happening; as
well as the input side into mining which is a great competitive advantage into Africa.
Where Africa leading those things, we haven’t really developed the upstream and
downstream activity around mining.
So, my first point is that we have an institutional failure in respect of where mining is
located in the national debate and the second point I want to make is that frankly, and I
know I’m speaking to people who sit in social dialogue, if we were a country that could
export social dialogue, we’d be a very rich nation. You know if people could buy social
dialogue, we’d be a hugely rich nation.
But the problem I’m seeing happening in the social dialogue process and in indeed in
this very process this morning, is that the conversation is broken. Why am I saying it’s
broken? Because nobody in the social dialogue process is coming forward and saying
what they are prepared to give up to create a new South Africa.
Every single social accord coming out and even this conversation now, nobody is saying,
this is what I am prepared to do in order, be you labour, be you government, be you
business. In order to create a mix of policy and processes that can drive the growth path
to create jobs in our country. So, that’s the second point. It’s very, very visible after 14
years of democracy to see how little, people are giving up and how much the
conversation is really about keeping the fire burning as it’s so to speak.
Thirdly: management of the process. There seems to be very little capacity, I mean these
accords they get signed every day. If you go to an average mine or a manufacturing plant,
they know nothing of these accords. For them, there’s a conversation happening where
accords are being generated but nobody in the social partners is looking at what is our
capacity to implement even clause 1 of this accord. It is not happening.
It’s like there’s two conversations; there’s the conversation on the ground of miners, of
local communities desperate for their piece of the mine and there’s a conversation up
here in Chambers and Millennium Labour Councils and NEDLAC and wherever else and
these things are not connected, in terms of the management of the implementation of
the quality coming out of that conversation.
And lastly, let me say this. I don’t see co-ordination within government in respect of the
relationship between the Treasury, the ECD, DTI, minerals, all of the economic trusts and
public enterprises in respect of the policies coming out. We have a set of policies going
on one direction in respect of monetary policy and another set of policies going in
another direction in terms of industrial policy. So, the capacity to have a co-ordinated and
alternative future for our country is being minimised by an insufficient centralisation of
policy instruments within government to take those to the future as well. I’d like the
panel to comment on that.
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13.2 Comment 2
I want to touch on the previous point about ownership of the mines. You [Pule Mabe]
mentioned that central government should own the mines in South Africa. You talked a
lot about Phalaborwa and I also come from a mining town…At the moment there is a lot
happening but this is only after 1994. The benchmark as everybody knows has been the
ownership of the Royal Bafokeng of the mine. Now with the Youth League approach that
national government should own the mines, what’s your attitude towards local
communities owning the mine?
Because if local communities can take care or look after themselves like the Bafokeng
then that will release central government resources to provide services or development
services in other areas that don’t have mines. I don’t at all believe that central
government must control the mines in South Africa. It’s all about ownership at local
levels. Like my grandmother has died but my mother goes to non-government operations
at Anglo Platinum and Impala Platinum back in our areas because we are owners of
those mines.
Sometimes I question the attitude of the entire protector because I remember last year
with the emergence of the Royal Bafokeng Platinum, if Anglo Platinum had not brokered
a deal between Impala Platinum and Anglo Platinum, Royal Bafokeng Platinum would
have listed or not listed or rather had a bigger stake in the mine in that area and my
question is to the private sector, what is the private sector willing to contribute in order
for local communities to have a bigger share in local mines?
13.3 Response 1 – Bobby Godsell
I want to give an absolutely typical South African response. I want to say ja, née...post
democracy in the year 2011, South Africa isn’t moving on. I worry about an overdose of
pessimism in this society and I hear people, strange people by the way, people with a
darker skin colour than my own starting to say schools were better under Apartheid,
hospitals were better under Apartheid, this is rubbish. We are a very much better society
in 2011 than we were in 1994, morally. Actually the material conditions of ordinary
people, there are a couple of million houses that we built, there is water that has been
connected, there is electricity.
And the problem is with an overdose of pessimism that you want to ask, do we commit
suicide collectively before or after the tea break? I’m tired of those conferences, let’s
indeed identify gaps and let’s close those gaps. Again, and I’m being quite tough, I’m
making tough comments he’s a tough guy and he can have tough responses. You’re right
and you’re wrong about social accords.
In February 2009, there was an accord signed for framework agreements, how South
Africans should respond to the economic crises of 2008.Oversight of that accord that
failed magnificently. There was a very good idea about training, that instead of
retrenching people, we mobilise money, we mobilise about R2.4 billion to say to
companies, put the workers on halftime and we’ll pay their salaries for 6 months and
hopefully if this is just a cycle then the business will come back and you won’t have to
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retrench the people. That agreement has failed dismally. Sixty-three billion Rands has
been used and I think 8 000 people have participated and I think it’s 8 companies that
participated, that’s a failure.
On the other hand, the IDC mobilised R8 billion for distressed industries and it’s invested
80% of that money and 48 000 jobs have been secured. This year from the debate of the
skills report; this year some 30 000 young people, that’s the same number of people, I’m
being generous about. Thirty- thousand young people will be enrolled in apprenticeship
schemes, more than otherwise would have happened because of a skills report and
actually because a group of businesses and industrial sectors said we will enrol these
number of apprentices, in particular trades.
So, again, you know we say has structural dialogue taken us to paradise? No. Would it be
better without social dialogue? Hell no. The challenge is to make social dialogue work
more. And you know I do agree. I think everybody should have public monitoring,
everybody should have cabinet Ministers and ex cabinet Ministers handful with a set of
targets that they are meant to meet and there should be public reporting; I entirely agree
on that.
And then, it’s true that the social contract that we all see requires shared sacrifice, that’s
true. And I think it is also true that, particularly business and labour have done the easy
thing. They’ve focused on the third partner, government; and they’ve said you guys must
do X and you must do Y and you must pay for A, B and C and you are not. So, I think
there’s been too much emphasis in demands on government and too little introspection.
There are some ideas out there, there’s a really famous document that sort of was in the
media for about 35 seconds, maybe 35,5 seconds for the Bobby Godsell proposals about
retrenchment. In those proposals, we proposed limited retrenchment pay, no bonuses in
a year when you’re retrenching, no dividends in a year when you’re retrenching and
before you retrench the trade unions will think about taking a wage freeze or a wage cut;
now those are sacrificial.
I’m pleased to say yesterday, the structural partners agreed to return to this document
and ask can we do this? But please let us not lose hope, we’ve created a very exciting
country and it can be an example to the world. We just have to finish our sentences and
South Africans aren’t so good at finishing their sentences.
13.4 Response 2 – Pule Mabe
Thanks, there was a question on why aren’t we saying local communities should be the
ones holding the mines. You know the state is effectively the people of South Africa,
when you say mines must be nationalised and held by the state, we’ve effectively said
the people of South Africa, the communities of this country must own those mines. That’s
what we mean, we’re not just reducing it to one community in Rustenburg because
mines are not everywhere in this country but mines have got the potential to take care of
communities even where they are not existing.

Mining for Change 2011 – What South Africa’s mining industry needs to grow

21

Soweto has got the Central Rand Gold mine, I’m sure they are depleting mines in
Mohlakeng. If you go to Mohlakeng, there are no mines in Mohlakeng for instance. And
we said that part of the research, remember that we are now talking about a view that
reflects changes in the ANC. When we won this thing on nationalisation in our national
council, we said that part of what the research should do, should be to look at greater
community participation in those mines in the restructured of ownership where the
majority of the stake is held by a community. We said, you’ll also know what has
happened to a number of things that were given to our community, I mean agriculture is
one such industry. Look at what happened when we started giving land to communities,
most of the chicken farms in Limpopo have closed down.
Most of the farms that were producing tomatoes and oranges in that province, no longer
have production because it is not a problem to increase ownership by communities, what
is critical is make sure that those communities are empowered to be able to maximise on
the return.
The current legislations are such that, they will not be able to extend your mining license
if you do not show that there is either local participation in the ownership or BEE and you
know that BEE is not always about the communities from around. BEE deals are complex
when it involves a lot of money. So, they may not be necessarily staying there, so it’s
always sad that when people come to a mine and say that they want BEE stake, let’s also
check.
You know in our communities when we grew up in the park, we use to have something
called POMED so POMED would be a register of dwellers that was kept by the
municipality which would have a house number. We’d write; Bobby Godsell, house
number 1644, zone 1, main road. So, when you start saying you want to own a stake in
this mine, we first also need to check in the POMED if you are appearing. To also avoid
people who do not stay in those communities, coming and owning a stake in those
communities. They only come with helicopters, to come and check that things are
happening, even ask what’s running down there. Those are cows next to that mine.
So, it is actually important that when you talk about community ownership, we also
increase a sense of moral by those communities. Communities do not sell what they are
supposed to own to people who have got money to the capital that Bobby tried to define,
because if I’ve got money I go to Brits in the North West we’ve got a lot of mines there in
Brits in the North West. I go to Brits, get a community and then buy a community there
and get the community to even hope that this mine must belong to Bobby. They’ve never
even seen Bobby, but whoever came to them told them that the person who needs this
mine is Bobby, the R5 came from Bobby. So, this mine must go to Bobby, they even go to
the municipality; we want Bobby to take over the mine. So we need to increase the moral
of our people, so that they too understand what community ownership means.
You know when we did research as the ANC youth league, we also went as far as looking
at the models used by the Royal Bafokeng. We looked at a number of models including
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where communities themselves own and we then said if communities own the mines, do
we have a strong tool to measure if the benefits are accruing to the people?
Now, the only institution in the country that would be able to give out to a majority of the
people is the government. We might disagree but that is the Youth League’s view, so you
are welcome to come and join the youth league if age is still on your side... but we will
move forward because we would have done our own research.
Just to argue this point further because it looks like it’s a very hot issue and we need to
labour on it. It is only government, even mines, Bobby Godsell with his experience will tell
you even mines will not afford to pay social grants, it is only the government which can
afford to pay social grants to the majority of South Africans. Even mines cannot afford to
count people the way that census, through STATS SA and the government of South Africa
has done. Mines can’t do that, it is only the government that can count and tell you that
in South Africa this is your total number in your country. It is only government which can
pay out social grants, it is only government that can build kilometres of roads like we are
doing.
What has happened between 1994 to now, which has been drive by the government and
the people of South Africa led by the ANC? A lot more still needs to happen, now this
dialogue must not subside and we must not burn on our issues. All we must do, I’ve
charged all of us to try and work towards empowering the view that the youth league has
put forward. Because if the Youth League can take 30 000 young people to the streets,
then it means nationalisation might also happen or is going to happen.
So you need to think of how do we manage that when it happens. I’m just saying; we
need to all start thinking like that, that this Youth League that can take half of
Thembelihle to the streets, how do we help it to be able to sharpen the mines and make
sure that these things are ultimately achieved.
14 COMMENTS, QUESTIONS AND RESPONSES 2
14.1 Comment 1
I didn’t want this discussion to go in this direction but your question around Phalaborwa, I
am from Rio Tinto and I feel like I need to say something. You can go and speak to Mr
Letsola who is the managing director of the community trust fund of Phalaborwa, he can
tell you how many times they’ve met with the community. Perhaps, you were here in
Johannesburg so you didn’t participate or your mother was not able to make it but I
would really like to encourage you to go and exchange with him so you get better
information on that.
Also, Phalaborwa had a smelter and refining in Phalaborwa, we do not ship the copper
out as you suggested. So, I would really like you to engage with the mining companies
and I really think that this is showing that we really need to better engage with each other
so we go beyond the perception that we have of the industry and the perception the
industry has of the Youth League because we are clouting this debate.
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I feel that what we are taking out is that still we are not doing enough for the
communities, so what the discussion should be about is, what it is that is expected of the
mining companies and how can we improve the business model of our intervention
because if mining companies were not investing in communities, there wouldn’t be
mining today. There would have been wars, there would have been disruption of the
mines right now.
You may believe that it’s crazy but I’m sorry. If I live in a community and you are abusing
me, I’m not just going to sit there and look at you take the mines out. I will do something,
we have seen a lot of examples in different countries where communities block the
trucks from coming into the mine. So, I really think that we need to engage better and
have better discussions around what are the expectations of the communities of the
mining companies and how can we work together to improve the delivery mechanism of
our services.
As an example, we have in Phalaborwa a programme to assist students from grade 0 to
grade12, especially from grade 10 to grade12 to improve their maths and science. It’s
called PROTEC. It’s supported by the community, in partnership with the government and
the Phalaborwa mining company and the result that they’ve achieved has been amazing.
14.2 Comment 2
The mining industry does a lot of issues but they keep saying: “We are doing good” and I
think that it is a big mistake. The mining industry is doing very little and it can’t be more
apparent than the fact that as much as Booby Godsell says in a much better world,
maybe that is in his neighbourhood. People are poorer than they’ve ever been before and
the fact that they are disciplined and they are not breaking things, things are likely to stay
that way. And you can go on about Rio Tinto, I just think people need to take it extremely
seriously.
You are not doing enough and that is a fact, you can treat it anyway you want but the
point is that you are not and you need to say that, admit it and start doing something
about it.
14.3 Comment 3
I think what we’ve been talking about...the issue is an economic issue, currently we have
high unemployment and we are not the only country to go through that. The developing
economies are also struggling. So, we are coming in here and saying, what is the
competitive advantage that we have over any other country with our commodities and
currently they are in some demand. We need to look at that goal and see how we can use
that opportunity to turn around our economic situation at the grass-root level. That is
basically my point.
And secondly, when we look at the issue of nationalisation, for me it really doesn’t
matter. One party buying the other is not an issue. Who buys who, who owns who is not
an issue. If the government comes with its own mine, their participation does not mean
much. Basically what we are saying is that we cannot be sitting here arguing, is it right for
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the government to own or is it not right for the government to own. Can you show that
this cannot happen?
What I’m saying is let us refocus on the issue that we should talk about. What are the
risks facing the country today? What is the risk of nationalisation? What is the issue?
Funding, how are we going to fund? Those are the key issue that we have to be talking
about. What are the complaints in a company run by a government? That’s the issue that
we should be talking about and trying to deal with.
The whole issue of whether nationalisation is good or bad, I think for me is a good idea. I
believe that South Africa is like any other country in society which has a problem at hand.
If it is good for any investor to invest in a mine then it’s good for the government to invest
in. So what’s the big deal? So the key is let’s focus on what we need to talk about.
14.4 Comment 4
I want to focus on what Bobby said on the mining industry but on where you started. Very
fundamentally, you differentiated between capital in terms of the past and current
capital. You termed current capitalism as people’s capitalism. I guess what you were
implying is that, nationalisation is actually going to nationalise the assets of the people
because of the pension funds’ investments in the stock market etcetera, am I right?
[Answer from Bobby Godsell]: No.
Then I must have misunderstood you; I thought you were straddling there. But I still find
the context of people’s capitalism a little cynical. It kind of reminds me of what happened
in Venezuela 30 years ago, long before Hugo Chavez when the petroleum industry was
nationalised and the oil companies were up in arms that this was happening.
After a few years of running the management contracts for those petroleum industry in
Venezuela, they found that hey, it’s much more profitable actually for us as a company to
be working on a management contract and let the Venezuelan government own the
petroleum industry and it was in the past that we don’t have some of the headache.
In people’s capitalism as you’ve termed it today, the pension fund, it’s not the people
who own and control capital in the, whether it’s in South Africa or in the United States.
It’s the funds, the banks, the various financial institutions that invest those funds, that
determine; and it is the management of those financial houses that actually control what
happens with capital of the nation.
14.5 Response 1 – Bobby Godsell
I’m going to leave Phalaborwa to my colleagues. I will just be brief on the second
question…The mining industry isn’t doing nearly enough, it needs to do a lot more; I
agree.
With regard to the third question, let’s go back to what the first respondent said. If we
have another 100 years of mining, if there is another 40 000 tons of gold to be taken out
of the ground, what do we need to do it? Well we need money, we need skills, we need
communities that support mining and we need to make sure that the benefits of the next
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40 000 tons of gold go to the nation as a whole. That’s the agenda for talking about
mining.
I didn’t actually talk about new capitalism, I talked about capital formation: Who saves
how? In my view the vast majority of savings now comes from contractual savings of
working people, I agree, that’s control. Not even by pension funds, by fund managers. I
mean if you want to look at that I’d talk about fund manager capitalism bit what I am
arguing is that we would be a crazy nation to turn our backs on the savings stream of
employees and so actually what the government owns mainly in the market economy
comes from what the PIC owns.
If you actually look at the major companies of South Africa, in most companies the
largest single shareholder is the PIC, often with 8 to 15% of the shares. Now, they bought
the shares with the pension fund savings of 1.3 million state employees. So, what I ‘m
focusing on is how we find the money because you know ESKOM is battling to fund an
expansion again from 40 000 megawatts to 120 000 megawatts. I’m talking about being
sensitive to where savings are actually made, it’s an analytical point not an ideological
point. Thanks you.
14.6 Response 2 – Pule Mabe
I just got worried when my friends got agitated when I spoke about my place of birth,
where I was born and bred. But we didn’t try to help Rio Tinto just for the record, We tried
to help Rio Tinto because you mentioned names of people I might also do the same,
through a fellow called Lloyd there at Rio Tinto. Those meetings that you tried to put up in
communities, we tried to say to them that there should be a structured way of trying to
talk to our community. You don’t go and talk to only a village and leave people in the
township and think that you talking to a community. So, we did educate them because
we come from there.
So, the claim that you are trying to do is unfounded because we still go there, we work in
Johannesburg; we sleep there. So, our bones are there we still go home, every time and
Eric is right mines are not doing enough, they should do enough. We are telling you about
our communities where we come from and you stand up and take a PR stunt. People are
not going to eat public relations; it doesn’t work like that.
There should be acknowledgement of problems, we are telling you because we come
from there. You know my grandmother, I mean you can start mentioning it if it’s not a
problem. Rio Tinto has still have not paid my grandmother her money, she has even past
away. She appears on the list of the people who started working, she was effectively the
first woman to start working there in 1956.
If you go to your archives, City Press has even written an article of this solid side of Rio
Tinto. Your Rio Tinto people came and wanted to engage with us. So we did engage. The
same things that we are raising here, are the same things that we were also raising to
the owners of Rio Tinto and even if they were to come here again we’d repeat them in the
same way that Rio Tinto does report in parliament. They do these reports about EAP,
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Employee Assistance Programmes; that’s what they do. PROTEC is a programme that
was initially master mind, it was started by us. It was started by us when we were still
using COSAS, we handed it over to the mines because we did not have the resources to
run with it.
So, you are running on our ground. I’m just saying that there should never be a mistake
of thinking that the Youth League reads things in headlines. We come from communities,
we know what is happening in those communities; we sleep there. So, when we come
and raise issues it is because we know that there are a lot of people who stand on the
streets and ask us for money when we go home because our people in our communities
believe that if they see you on television, you are paid. So, when you go home they say
“oooh I saw you on TV don’t you have R5 for cigarettes”.
So they don’t know, which is the reality that Eric is speaking about and I think he’s also
raising. We’ve got the real problem of high unemployment in this country and the Youth
League has put forward a critical issue that we believe that out of our natural resources,
we could be able to address the situation extensively. Now we are appealing to captains
of industry to meet us halfway. To then say, this is how we are working...What most
mines do is that when they get into a community, the first thing, I don’t know who told
them this but somebody must have said to them that the best way to talk to a community
is to talk to a village. So, when they go to a community they first go to a Chief.
Now, where I was born in Namakgale in Phalaborwa, I’m also the rightful custodian of the
minerals in that community and when you talk to the Chief only, the Chief only
remembers the villagers he saw last night and forgets about people who stay in the
nearby surroundings and all of that. It’s just that I use Phalaborwa as a classical example
and we use them to run through the Youth League to effectively represent the problem
that exists in the country. So Rio Tinto has fallen into a PR trend but effectively
Phalaborwa would have been a mining town getting into the whole country and
approaching the whole stage.
Problems that exist in mining communities are the same and what we should all be doing
is, and I’ll repeat this point over and over again, and I’m sure that when the President of
the Youth League comes; he will still repeat it, that as we nationalise we want to work
with the industry itself to find solutions, because nationalising the mines and just placing
them in the hands of the state and not working with the industry and being threatened by
the media on the flight of capital in itself does not provide solutions.
Well, we’ve got abundance of mineral resources in this country that you will not be able
to run away and go to Britain and find the same amount of platinum and the same
amount of manganese that we mine here. So if you run away, the problem is that when
you finish eating what is at the top market then you are bound to be poor. So you rather
stay here so that you continue to improve your conditions.
We’ve got enabling legislation in this country that allows for people to do business. Now
we recommend the ANC led government to have done that, we should commend the first
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President of the country to have done that. When Mandela took over the first state
Presidency, the ANC assumed the reigns of the state we introduced the concept of the
government of national unity. We sought to ensure that which is available in the country
is shared equally amongst the people who live in the country.
But in 2011,there’s a greater appreciation that we must activate the matter of
democratic revolution. To make sure that it’s not just blacks in general, it is Africans in
particular. We are doing so because there is a growing inequalities between blacks and
whites, between the haves and the have not’s. This is not a random statement, this is a
reality. A white person, Bobby [Godsell], who stays in Sandton does not eat the same as a
black person who stays in Diepsloot but all of them have one common address, they are
South Africans.
So, now these are the true struggles that the Youth League…[He is asked to conclude on
his point as there is no more time] Let me conclude my point. There is a problem of
colour, attitude and arrogance in this country which we need to work towards resolving. It
is a wide problem; we must resolve it and the Youth League… [interruption].
Because the person who was speaking was introduced to me as a journalist of Mining
Weekly. He is supposed to tell the mining community about the views of the Youth
League. He is going to report in a dangerous way with attitude if he keeps on responding
like the way you are doing. Maybe he also needs to include himself in the article, that in
the process of him speaking I also started being disrespectful, showing dishonour while
people were on the platform. I’m just saying, just as my contribution to your story.
There is a problem of unemployment in this country which we need to resolve as I
conclude. The Youth League has, overtime, for as long as and Bobby Godsell has also
spoken about the point that we need to make sure that there is equitable distribution of
these resources as well. We don’t need to leave people behind and all of us become a
social responsibility case.
We need to grow in a country where everybody will support, where everybody has a job
and all of that and all the Youth League is saying is that using the natural resources and
placing them in the hands of the state is one way of not only resolving racial inequality
and the purchase of ownership in the company, it is one way of solving our problems of
unemployment in the country.
15 COMMENTS, QUESTIONS AND RESPONSES 3
15.1 Comment 1
I just got worried when my friends got agitated when I spoke about my place of birth,
where I was born and bred. But we didn’t try to help Rio Tinto just for the record, We tried
to help Rio Tinto because you mentioned names of people I might also do the same,
through a fellow called Lloyd there at Rio Tinto. Those meetings that you tried to put up in
communities, we tried to say to them that there should be a structured way of trying to
talk to our community. You don’t go and talk to only a village and leave people in the
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township and think that you talking to a community. So, we did educate them because
we come from there.
So, the claim that you are trying to do is unfounded because we still go there, we work in
Johannesburg; we sleep there. So, our bones are there we still go home, every time and
Eric is right mines are not doing enough, they should do enough. We are telling you about
our communities where we come from and you stand up and take a PR stunt. People are
not going to eat public relations; it doesn’t work like that.
There should be acknowledgement of problems, we are telling you because we come
from there. You know my grandmother, I mean you can start mentioning it if it’s not a
problem. Rio Tinto has still have not paid my grandmother her money, she has even past
away. She appears on the list of the people who started working, she was effectively the
first woman to start working there in 1956.
If you go to your archives, City Press has even written an article of this solid side of Rio
Tinto. Your Rio Tinto people came and wanted to engage with us. So we did engage. The
same things that we are raising here, are the same things that we were also raising to
the owners of Rio Tinto and even if they were to come here again we’d repeat them in the
same way that Rio Tinto does report in parliament. They do these reports about EAP,
Employee Assistance Programmes; that’s what they do. PROTEC is a programme that
was initially master mind, it was started by us. It was started by us when we were still
using COSAS, we handed it over to the mines because we did not have the resources to
run with it.
So, you are running on our ground. I’m just saying that there should never be a mistake
of thinking that the Youth League reads things in headlines. We come from communities,
we know what is happening in those communities; we sleep there. So, when we come
and raise issues it is because we know that there are a lot of people who stand on the
streets and ask us for money when we go home because our people in our communities
believe that if they see you on television, you are paid. So, when you go home they say
“oooh I saw you on TV don’t you have R5 for cigarettes”.
So they don’t know, which is the reality that Eric is speaking about and I think he’s also
raising. We’ve got the real problem of high unemployment in this country and the Youth
League has put forward a critical issue that we believe that out of our natural resources,
we could be able to address the situation extensively. Now we are appealing to captains
of industry to meet us halfway. To then say, this is how we are working...What most
mines do is that when they get into a community, the first thing, I don’t know who told
them this but somebody must have said to them that the best way to talk to a community
is to talk to a village. So, when they go to a community they first go to a Chief.
Now, where I was born in Namakgale in Phalaborwa, I’m also the rightful custodian of the
minerals in that community and when you talk to the Chief only, the Chief only
remembers the villagers he saw last night and forgets about people who stay in the
nearby surroundings and all of that. It’s just that I use Phalaborwa as a classical example
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and we use them to run through the Youth League to effectively represent the problem
that exists in the country. So Rio Tinto has fallen into a PR trend but effectively
Phalaborwa would have been a mining town getting into the whole country and
approaching the whole stage.
Problems that exist in mining communities are the same and what we should all be doing
is, and I’ll repeat this point over and over again, and I’m sure that when the President of
the Youth League comes; he will still repeat it, that as we nationalise we want to work
with the industry itself to find solutions, because nationalising the mines and just placing
them in the hands of the state and not working with the industry and being threatened by
the media on the flight of capital in itself does not provide solutions.
Well, we’ve got abundance of mineral resources in this country that you will not be able
to run away and go to Britain and find the same amount of platinum and the same
amount of manganese that we mine here. So if you run away, the problem is that when
you finish eating what is at the top market then you are bound to be poor. So you rather
stay here so that you continue to improve your conditions.
We’ve got enabling legislation in this country that allows for people to do business. Now
we recommend the ANC led government to have done that, we should commend the first
President of the country to have done that. When Mandela took over the first state
Presidency, the ANC assumed the reigns of the state we introduced the concept of the
government of national unity. We sought to ensure that which is available in the country
is shared equally amongst the people who live in the country.
But in 2011, there’s a greater appreciation that we must activate the matter of
democratic revolution. To make sure that it’s not just blacks in general, it is Africans in
particular. We are doing so because there is a growing inequalities between blacks and
whites, between the haves and the have not’s. This is not a random statement, this is a
reality. A white person, Bobby [Godsell], who stays in Sandton does not eat the same as a
black person who stays in Diepsloot but all of them have one common address, they are
South Africans.
So, now these are the true struggles that the Youth League…[He is asked to conclude on
his point as there is no more time] Let me conclude my point. There is a problem of
colour, attitude and arrogance in this country which we need to work towards resolving. It
is a wide problem; we must resolve it and the Youth League… [interruption].
Because the person who was speaking was introduced to me as a journalist of Mining
Weekly. He is supposed to tell the mining community about the views of the Youth
League. He is going to report in a dangerous way with attitude if he keeps on responding
like the way you are doing. Maybe he also needs to include himself in the article, that in
the process of him speaking I also started being disrespectful, showing dishonour while
people were on the platform. I’m just saying, just as my contribution to your story.
There is a problem of unemployment in this country which we need to resolve as I
conclude. The Youth League has, overtime, for as long as and Bobby Godsell has also
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spoken about the point that we need to make sure that there is equitable distribution of
these resources as well. We don’t need to leave people behind and all of us become a
social responsibility case.
We need to grow in a country where everybody will support, where everybody has a job
and all of that and all the Youth League is saying is that using the natural resources and
placing them in the hands of the state is one way of not only resolving racial inequality
and the purchase of ownership in the company, it is one way of solving our problems of
unemployment in the country.
15.2 Comment 2
Thanks, my name’s Chris. Perhaps that demonstrates the unhealthiness of our nation,
marching from Johannesburg to Pretoria and it’s very hot, extra heat; that is why it was
probably 24 000 and not more but also other things.
I think my point is that I‘m like comrade Pule, a migrant labourer and fortunately I’m
from......it has not yet been exploited, and perhaps that is why I was part of that march
and I’m happy. I couldn’t go to Pretoria and I’m the former Youth Leader.
One thing that the Youth League succeeded, is to alleviate the issue of the national
crater, the economic transformation, and by and large I agree with the community...in
relation to how much we have not succeeded in addressing some of the pressing
problems. Now as to whether, and I’m from a branch which unfortunately, debated
extensively the issue of economic transformation, including nationalisation, a branch of
the ANC and concluded at the end that nationalisation unfortunately is not the way to go.
Now I hope I won’t be disturbed by
that for some time. Now, one of the
that sometimes we don’t have to
happened next to FNB stadium,
[interruption]…You are disturbing
Johannesburg.

interruptions and so on, division, now let me leave
things that I think arises, and I’m capturing here, is
mine for the sake of mining. Looking into what
I’m told that those people who mined there…
my point. No I am told about this reality in

Now I am not from Waterberg but I am told that there is coal. I’m told there’s coal, I’m
tempted to actually mobilise the community that perhaps we need to weigh the options
of whether after mining if the community will be better off, as comrade Pule mentioned
the different diseases, infections, TB and so on and so forth and that’s one element
which I think we need to make sure that as we will be debating the issue in the policy
conference, should not be necessarily limited to nationalisation or not but rather what is
it in the event of the degradation of the environment; and I think that’s one element we
must actually raise within the structures, within our own communities and so forth.
And mining houses must just take on the responsibility of making sure that they play
their part. Now in also dealing with these issues because these are not only strategies
but they are also practical and tactical issues. You need business purpose profits from it
and however much we enter into the debate and at the end of the day, whoever wants to
go and mine should be a responsible person.
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15.3 Comment 3
…I’m from Anglo Gold Ashanti. I’m not posing a question but I just feel that and a lot of
discussions and this having been the 5th of the seminars, I think we tend to get caught
up in current debate. There was a point made by Lindile and a lot of people including
Gavin, I think that what we should, and I think that Mark Cutifani mentioned this, we are
getting too caught up in the word nationalisation and hence we get emotional and it
evokes emotion from everybody. But I think the debate is largely about the issues that
are existing all over and the problems that come with nationalisation.
If you look at Australia, Australia’s reintroduced carbon taxes and other taxes. What does
that speak to? It speaks to the fact that most governments globally are realising that
commodities are a finite resource, they are resources that need to benefit the public and
that maybe historically, policies already written did not encourage the benefit to the
people and maybe let’s just come back to that, what is it?
South Africa and what is happening with the conversation is no different than
conversations anywhere in the country. And I think we are all realising that it’s
convergence and before the President of the Youth League arrives here next week, we
just need to all bear that in mind. So that’s just my comment.
15.4 Comment 4
My name is Tsidi, I’m from Anglo Gold Ashanti. I think I qualify as the youth so I will be
speaking directly to Pule as a youth. Pule what are the infrastructural changes that you
are proposing together with the compensation around nationalisation of mines? I would
like to believe that nationalisation is not in itself a solution but a temporary solution to
ultimate empowerment through ownership. Ownership because we know exactly what we
own, we valued it appropriately or we understand what it is we are selling internationally
and locally.
So, I’d like to know, be it trainees in our education system, our infrastructure, existing
infrastructure, future infrastructure, technology; what are all of those that need to be in
place before or as part of the solution that you are debating around and termed as
nationalisation of mines?
15.5 Comment 5
My name is Isabel Fry, just a question to Bobby. You were talking about capital formation;
my question is to what extent do you see white African capital changing, it’s always been
coming but short term as compared to Germany for instance where you have an
agreement where labour works with capital?
Now, we’ve had white capital exploiting for the last 50 years, what is going to change the
mind sets? Secondly, I agree with your point that it is unfathomable that we are able to
look around and see the levels of inequality and not do anything about it but I hope these
events contribute to changing our mind sets and how are we going to change them?
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15.6 Comment 6
I want to ask my question to Pule to get his response. It seems that you believe that the
state can be the only one that can provide some services but when you go to Phokeng,
I’m talking from experience, the only World Cup Stadium that was not built by the
government, it’s the Bafokeng Sports Palace, the roads in that area were not built by the
government but by the community from the revenue generated from part ownership of
the mines in that area.
Now, the Royal Marang Hotel is now set as the base for Bafana Bafana every time they
have to play a game. My point is, I don’t agree with your point that the state is the only
one that can provide something. If communities get empowered they manage to look
after themselves.
When I said, my mother knows how much a mine can produce she can’t give you the
numbers but she can tell you about the Phalaborwa area. There are only two problems
we have in that area: number 1 is the unemployment problem, number 2 is the electricity
because of ESKOM; no other problem.
15.7 Comment 7
You are responding to me when I didn’t raise any question. I just said the debate is not
structured, that’s all I was saying, it’s not structured. There are two things that I need to
raise. There’s a big difference between a shareholder and an executive of the company.
Again, the executive of the company deals with a lollipop called the Chamber of Mines.
The Chamber of Mines is a lollipop standing for the employees of the mines because they
are not owners, they are employees, just employees…so they are there to protect the
interests of the senior employees of the mine.
Now, we’ve got the unions coming together for these things for the other, now it’s
important that we differentiate between the two. Secondly, when you talk about
nationalisation or the change of shareholder, it has got nothing to do with the foundation
of the company, nothing. So, the issue that every time we’ll be lobbied by a company
coming here and saying nationalisation that, nationalisation what because the
executives of the company are just employees and clearly the government can hold
those mines and still retain the same executive, it’s not an issue.
So, all we are saying is that there is a problem here, there is shrinking tax base, there is a
growing liability within the fiscus, what do we do if the country has to be entrepreneurial.
That’s all we are saying and the issue is that what we have as our advantage, we’ve got
commodities. Maybe let’s look at that thing and say what can we do with those? That is
what this is all about and now the question is: how do they raise funding? You know,
that’s it!
15.8 Comment 8
I just wanted to ask, if the Bafokeng who are between 11 to 17% can be doing with their
profit all that they are doing and around their area, what do you think, Bobby Godsell, is
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the reason why those who have the 98%, whatever the calculation is, can’t contribute in
the same way? What’s stopping them?
15.9 Comment 9
When you look at the economic indicators, mining is actually cannot get the economy
back to shape in terms of GDP, yet we’re giving it so much focus. I think it only accounts
for probably 20% of GDP. The question is we’re focusing so much on an industry which is
going to contribute less than the rest of the economy and I think the ANC Youth League
should focus a bit more on other forms of industries that should be contributing more to
the country.
In terms of your focus on nationalisation as well...you are making people think that
nationalisation is going to happen whether you like it or not as you have repeated very
many times. But I’d like you to convince me, I’m not saying you charm; convince me. It
boils down to your research. We’ve all mentioned countries like Venezuela, Chile,
Norway, Botswana, some of which don’t believe in much comfort. And if you go to
Australia or other countries where mining remains in the private sector and which have
actually continued to do very well and mining has a much better contribution compared
to production as well.
15.10 Response 1- Bobby Godsell
I’m going to respond in this way, this is an important dialogue which should continue and
it should reach some agreement. Therefore, I suggest that there are two questions that
interest me. The first is how do we mobilise the money to pay for the next 100 years of
mining and what source? Increase taxes, by using the savings of South Africans, foreign
investments, donor aid or all of these? Anyway I think there’s a debate around where do
we find the money to establish the mines for the next 100 years, question number 1.
Question number 2, how do we do better? Underline better seventeen times. And ensure
that the benefits of mining, to mine employees, to the national treasury, to local
communities, to the national economy are better. I think that if we could, can we find
some agreements? Because, you know at the end of Apartheid we didn’t agree to
disagree on somethings but to consolidate what we have. So let’s focus on what we
agree on and under those two questions I would suggest that we and the rest of South
Africa, we could find a lot to agree on and let’s move forward on what we agree on.
Thanks.
15.11 Response 2 – Pule Mabe
Thanks and let me join Bobby in agreeing that dialogues like this must continue to take
place. If there are areas or if there are communities where mines are thriving our of
community participation those methods could be drawn. And we all know now that the
ANC did its research and with this research at the policy conference they should be able
to table their first report in terms of what has been their findings and what could best
work to try and resolve problems.
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The Youth League has suggested the usage of the exploitation of natural resources to try
and create jobs so as to respond to the real problem of the economy, of joblessness and
all of that. I mean we have won political freedom in this country, there is a greater need
now for economic freedom so that we could be able to change things.
I think one of the questions that was asked was what is it that we need to change? The
critical thing that needs to change so that we can give way to nationalisation is
legislation. We need to create legislation that allows for such to happen and that
legislation should not exclude the people in the making. There should be enabling
legislation but also in terms of what the people that expect to benefit are the greater
number of South Africans.
Otherwise, we should continue with dialogue and look at how best can mining contribute
towards our national fiscus, the creation of jobs and the resolution of a number of issues
that constitute what Bobby [Godsell] classified as national grievances. Yes, you might say
nationalisation is not an option, so what is an option?
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[ THE PITFALLS OF NATIONALISATION FORRARD PAPER]

EXECUTIVE SUMMARY
The majority of South Africans are trapped in a poverty cycle that appears to be
unbreakable. Much has been done by government in an attempt to permanently break
this cycle for the majority of South Africans, but there has been very little success in this
regard. After 17 year of democracy, it has become clear that political freedom does not
automatically translate to economic freedom, which is the ultimate pursuit of just about
all citizens of the nation. In an attempt to achieve this economic freedom for the majority,
the African National Congress Youth League (ANCYL) has proposed the nationalisation of
the mining industry.
Four major challenges – poverty, inequality, education and unemployment – remain
prevalent in South Africa and deny most South Africans the ability to enjoy their
constitutionally guaranteed rights to dignity and other freedoms. Finding a way to resolve
these challenges must be the all-consuming objective of all government policy, business
operations and community development. The ANCYL argues that nationalisation is the
only way that this can be achieved. There are people who disagree with this prognosis.
Those who disagree with the ANCYL have put forward some reasons for their
disagreement, but thus far none have put forward a workable alternative approach. A
core argument against nationalisation has been that nationalisation fundamentally
misunderstands two key things – the notion of how capital is formed and the notion of
what government is and how it works.
This paper, based on the fifth of the six Mining For Change seminars hosted in
partnership with AngloGold Ashanti and Motjoli Resources, looks at the core argument
against nationalisation and explores the validity of that argument.
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6 Introduction
Poverty and inequality remain burdensome characteristics of the South African economy.
Finding the solution to these problems has been the sole focus of every successive
government in South Africa under its four democratically elected presidents. A solution
yet evades the policy makers and governors of this nation. For all intents and purposes,
poverty has deepened in parts of the country, inequality has widened and wealth
accumulation is still defined along racial lines.
The market based economic policies that have been put in place in South Africa have
helped the economy to grow, but it has been exclusive growth which has done little to
resolve these challenges. Though government has used much of its resources to help
alleviate some of the poverty, it cannot do much more without a major turnaround in the
economic fortunes of the majority of South Africans. The tax base remains small and can
be said to have reached the zenith of its ability to contribute to government revenue. The
only way to change this is to create more suitable jobs with income generating capacity
that can allow more South Africans to contribute to the national tax revenue.
Nationalisation has been proposed as a viable alternative to the policy approach used
thus far. Those who are for it have articulated why they believe it to be so. This paper
aims to look at some of the arguments against nationalisation. It will explore the possible
pitfalls of nationalisation and what it is about the proposal of nationalisation as a
solution that could prove problematic. What assumptions underpinning the proposal for
nationalisation are fundamentally faulty enough to render it unworkable, if any indeed
exist?
6.1 Structure of the Paper
This paper, based on the key note address, responses from a panel and discussions with
the audience at the fifth Mining For Change seminar hosted in partnership with
AngloGold Ashanti and Motjoli resources, and additional research into the structure of
the South African economy and the challenges it faces, and some of the economic
policies that have been put in place in the country, is structured in the following manner:








Chapter 1 is the executive summary giving the overview of what discussions
unfolded and key conclusions throughout the paper
Chapter 2 introduces the discussions contained in the paper and the structure
which is followed in exploring those discussions
Chapter 3 looks at four socio-economic challenges – poverty, inequality,
education and unemployment – that are considered to be the biggest challenges
facing the nation
Chapter 4 considers the core argument against the use of nationalisation as a
tool to address the socio-economic challenges facing South Africa, with particular
focus on modern capitalism and the role of the state
Chapter 5 explores the possibility of recasting the debate about nationalisation
into one about finding a workable and acceptable solution that can yield results
within an acceptable timeframe
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Chapter 6 is a conclusion of the paper, presenting the final position arrived at on
the major issues addressed in the paper

7 Socio-Economic Challenges
The socio-economic realities of South Africa as a nation are a result of centuries of
colonial conquest and decades of oppression and repression of the country’s majority.
The foundations for a new and united South Africa were laid atop the deep racial
divisions that continue to manifest in most aspects of the socio-economic structures of
the country. Many of the socio-economic challenges in the country generally tend to
manifest differently between racial groups, being more pronounced amongst the groups
that were the victims of apartheid.
The high levels of poverty within the Black majority which are a result of the deliberate
restriction of participation in the economy for many years is a direct cause of the high
levels of inequality in South Africa. The systematic denial of a proper education for
masses of South Africans has created a structural unemployment challenge for the
country. The majority of the country is not qualified to get employment in the sectors of
the economy that have created jobs and none of those sectors that they are able to work
in are creating jobs at a fast enough rate to absorb them into the job market.
Decades of racial discrimination in the workplace led to social stratification based on
skin colour, with social and economic institutions largely reinforcing these inequities. The
following is a brief look at the four major socio-economic challenges of South Africa that
continue to hinder progress in all aspect of the society and its economy – poverty,
inequality, education and unemployment.
7.1 Poverty
The continued social and economic exclusion of millions of South Africans, reflected in
high levels of poverty and inequality, is the country’s biggest challenge. The fact that too
few people are employed and that the quality of education for many black people
remains poor are the primary drivers of the poverty and inequality in this country. Deep
poverty is widespread, and it constrains human development and economic progress. It’s
important to ensure that South Africa has more inclusive economic growth that ensures
the creation of decent work and sustainable livelihoods.
The R524 per month per person income mark is used as the poverty line in South Africa
to guide meaningful discussion about the levels of poverty in the country. Using this line,
the proportion of people living below the poverty line (considered poor) made up 53% of
the South African population in 1995. This decreased to 48% by 2008, and largely as a
result of the social grants from the governments. This means that very little has changed
in terms of the income generating ability of poverty stricken South Africans over that
period. The income share of the poorest 40% of the country remained between 6% and
7% over this period, but its composition changed. The contribution of wage income and
remittances to household income fell, and was replaced by social grants, which
accounted for about 2% of GDP.
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There have been some achievements since 1994. Efforts have been made by the
government to alleviate the poverty of many South Africans. 10 million people now have
houses to live in that were built by government. Primary healthcare has been expanded.
Access to electricity and water has been significantly increased. The South African
economy grew by an average of about 3.3% a year between 1995 and 2010, following
almost two decades of stagnation. Unfortunately this growth has not been inclusive and
has only led to increased inequality.
7.2 Inequality
South Africa is a highly unequal nation. According to the Income and Expenditure Survey,
the Gini coefficient was 0.67 in 2005 and has been reported to be 0.7 in 2011. Things
have gotten worse over the last half decade. The poorest 20% of the population earns
about 2.3% of national income, while the richest 20% earns almost 70% of the income.
The inequality problem in South Africa remains racially defined to date. The majority of
low income households are Black while the majority of high income households are
white. In 1995, median per capita expenditure amongst Africans was R333 a month
while that of whites was R3 443 a month. In 2008, median expenditure per capita for
Africans was R454 a month compared to whites at R5 668 a month. While both have
increased, the median expenditure of Africans increased by about 36% while that of
whites grew by about 65% (from a higher base) over the same period.
A lack of quality education and unemployment amongst the Black population
exacerbates this problem. Education and job creation seem to be the much needed keys
that could unlock the potential that remains untapped in the country.
7.3 Education
One of apartheid’s greatest crimes was the provision of substandard education to Black
people. Access to public education for Black people was limited and was of poor quality.
The ripple effects of this ill-formed decision continue to block the ability to create an
inclusive economic growth path in the country.
Equalised public spending on schooling has not translated into an improved education
system for poor Black children. Although access to primary and secondary education has
been expanded to include almost the entire age cohort, it is the quality of this education
that remains a concern. The literacy and numeracy levels of high-school graduates
remain very low, with South Africa ranked amongst the worst performing countries in the
world in that regard.
Improving the education system and raising the outcomes of the system can lead to
increased employment levels as a result of the development of an employee pool with
more suitable skills for a diversified industrial economy. A substantial general increase in
the literacy and numeracy of high-school graduates – and an increased pool of graduates
– could help spur the development of industries that could be the drivers of the economy
into the future. This would mean more opportunities for young people, productivity
increase, rising incomes, increased tax revenue, less dependence on grants, reduced
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scope for the politics of patronage, greater social cohesion, higher levels of investment
and more space for creativity.
This makes education a priority worth pursuing and getting right. Education seems to be
the difference between finding gainful employment and languishing without an income.
This in turn, is the key determinant between breaking free of the poverty cycle and
remaining stuck in the poverty trap. Government therefore needs to work with all willing
and capable stakeholders to improve and increase education outcomes in the country.
7.4 Unemployment
South Africa has extremely high rates of unemployment and underemployment.
Alongside education, the National Planning Commission (NPC), through its diagnostic
report, has identified unemployment as the most pressing challenge facing South Africa.
The economy has failed to create suitable jobs at the pace necessary to reduce
extremely high unemployment. The inactivity of broad sections of society reduces the
country’s potential for economic expansion, so economic growth must be inclusive and
involve the participation of a broader section of working age people.
A large proportion of the unemployment burden is borne by the youth of the country.
About two thirds of all unemployed are below the age of 35. Those in low income
households that are working support many dependants and earn little relative to the cost
of living. Broad unemployment, referring to people who would like to work but have
become discouraged, mostly affects young Black women living outside of urban areas.
Between 2002 and 2010 the unemployment rate of the people in the age cohort 15 –
24 has only once gone below 50%, while no other age cohort ever went above 35% in the
same period. See Table 7.1.
Table 7.1: Unemployment rate by age, percentage (2002–2010)

Only 41% of the working age population is employed in South Africa. A large proportion of
out-of-school youth and adults are not working, in fact an overwhelming majority of them.
An economic expansion plan that creates jobs for these multitudes of unemployed is
critical to resolving the poverty and inequality challenge in South Africa.
Severe poverty within specific racial groups as a result of their exclusion form the
economy leads to wide inequalities in income and wealth in the country. Ensuring that
the poor are employed can help reduce poverty and narrow the inequality gap between
the rich and the poor. However, given the jobs that have been created in the country –
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mainly in the service industry – education and a specific set and level of skills is needed
in order for people to be connected to jobs. What can be done to ensure that these four
elements are brought together to place South Africa on a path to inclusive economic
growth?
8 Nationalisation as a Solution
Over the 17 years of democracy from 1994, the successive governments of Presidents
Mandela, Mbeki and Zuma have all been focussed on the same goals of poverty
eradication and inequality reduction. They have used different economic policies
including the Reconstruction and Development Program (RDP), Accelerated and Shared
Growth Initiative for South Africa (ASGISA) and New Growth Path (NGP) to try and create a
better life for all. While supported by a host of other policies, these economic
programmes were the centrepieces from which all other economic policies were
informed. Given that the challenges that were prevalent in 1994 still persist today, some
having become worse, there is an argument to be made about their having failed to
achieve the stated goals.
The common denominator of all the economic policies that have been put in place over
the democratic years of South Africa is that they are all market related policies that have
relied on government only to play a supportive and limited regulatory role. Part of the
nationalisation argument is that the market has not served the majority of South Africans
well, that rising tides do not lift all boats after all. Having taken this view, the African
National Congress Youth League (ANCYL) has proposed that the mining industry be
nationalised.
There are those who disagree with the view that nationalisation can help resolve, and
therefore be the solution to the challenges that all people agree South Africa is faced
with. The argument goes that though the challenges nationalisation seeks to resolve are
real, and are a direct obstacle to the realisation of economic freedom for the majority of
South Africa, it is not a helpful solution to these challenges. This section looks only at the
reasons (two) provided as arguments against nationalisation. Essentially, it is argued that
nationalisation will fail because it is based on outdated notions of how capital is formed
and what government is and how it works.
8.1 Modern Capitalism
Over the last 50 years there has been a significant change in the capital accumulation
patterns around the world.
In the early stages of industrial capitalism, second half of the 19th century and the first
half of the 20th century, capital was accumulated by a handful of rich individuals and/or
families. These included individuals and families such as John D. Rockefeller, the
Rothschild family and the Oppenheimer family. The individually and family owned
corporations created by these people, through their wealth, dominated both the
ownership and control of national economies.
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In mature industrial and post-industrial societies the biggest source of capital is the pool
of contractual savings of working men and women in the form of pensions, provident
funds and life insurance policies. It is this capital that has funded growth in the global
economy in the last half century. This capital has been used to meet both the current
needs of retirees and the future development needs of nations at the same time. This
approach to capital accumulation is more inclusive and uses the limited savings of
individuals in manner that makes them more effective than the sum of their parts.
What remains unclear about modern capitalism is where control of these pools of capital
is vested. It is unclear how the capital pool is used and what projects are prioritised by
those who control those funds. Though it could be characterised as collective capitalism,
the challenge with the current state of capitalism is that it doesn’t always prioritise the
development of projects that lead to increased collective benefit. Though the means are
not vested in a selective group, the control of capital in the modern system of capitalism
is not democratic and does not lead to fair outcomes of wealth accumulation.
The argument that nationalisation will not work because of a fundamental
misunderstanding of the modern structure of capital accumulation is based on the idea
that the losses of this capital impact a wider group of people than it would have before.
For example if the mining industry is to be expropriated without compensation it would
mainly be retirement policy holders and insured individuals who would be most acutely
impacted by the losses of those investments. The solution therefore lies in finding ways
of using the collective capital to spur the development of the country’s economy to the
benefit of all in an inclusive manner. This therefore places some focus on the manner in
which government operates as a key determinant of how to proceed.
Though it is unclear that nationalisation could be a solution to this quagmire, it is evident
that market based capitalism has failed in arresting the greed that has led to the loss of
these same collective pools of capital, with no regard for the people most impacted by
these losses. What role should the state be playing to maximise the return on investment
and reduce the risk to the owners of the savings? A bridge between regulation and
participation in decision making must be built if government is to guide this process.
8.2 The New Role of the State
Over the 50 year period ending in 1990 one theory of government won over another.
Throughout the 1990s governments all around the world, with an exception of a few,
were reconfigured to align with the ideas of private enterprise. Many former state owned
enterprises were unbundled and privatised to meet the requirements of the Washington
Consensus. The aim was to reduce the size of government and reduce its involvement in
the markets to limited regulation. This was a result of the fall of the Soviet Union which
used a system of central government to direct the economy.
The free market approach to economic development has on multiple occasions proven
itself to be unreliable and uncontrollable since the fall of communism. In the late 1990s
(1997 and 1998) the stock market crashed and various economies around the world
collapsed. However, it was not until the 2007/08 global economic meltdown that
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dissenting voices were heeded, calling for the revisiting of the economic structures that
led to economic disaster. Though nationalisation was taken as disproven in the late
1980s, so too has unchecked capitalism in the 21st century. Common ground between
the two must be found to form a third way that can lead to better results for all.
The new role of the state, contrary to the public assertions of many in business, remains
undefined. Governments must find creative ways to make their national economies work
effectively and productively. New relationships must be developed and new processes
established to redefine the roles to be played by all stakeholders.
9 Recasting the Debate
The debate has never been about the need for meaningful transformation of the
economic structure of South Africa. The debate has never been about the need for
poverty eradication and the restructuring of the racially determined accumulation paths
in the country. The debate has never been about the clear presence of inequality,
massive unemployment and exclusion of the majority from participating in the economy.
These are well known and accepted facts in most, if not all quarters of the nation. The
debate has always been, and continues to be about how best to correct these historical
wrongs.
A major paradigm shift needs to occur that bring business and government together as
partners for the benefit of all South Africans. The best way to reshape this debate is not
as one between the market and the government, but as one based on determining how
best to bring the two together in a manner that would be more beneficial than the sum of
the parts.
10 Conclusion
Poverty, inequality, poor education and unemployment are real challenges that South
Africa is faced with. These four challenges are major obstacles to the ability of South
Africa to unlock its potential. Finding ways to unravel these challenges must be the key
focus of all stakeholders within the country. The ANCYL has put forward the idea of
nationalisation as a possible approach to unravelling these challenges, but just as it has
its supporters, it also has its detractors.
Those who argue against nationalisation do so on the grounds that it has been proven to
be ineffective. The argument against nationalisation is that it is based on outdated
notions of capital accumulation and what government is and how it operates.
Unfortunately, in a post 2008 world, the role of government within the market remains
undefined – making that of limited and small governments outdated as well. The scope
is there for the redefinition of how the two should interact to maximise the outcome of
modern day capitalism that is based on the contract saving of ordinary working men and
women.
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Business and government must come together in a process that includes the very men
and women whose savings have been responsible for the economic growth and
development of the world over the past 50 year. This process needs to define a new
basis of interaction for governments, business and ordinary citizens within the market, a
basis that will serve as the foundation upon which a stronger and more inclusive
economy with no poverty and little inequality can be built.
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[STATE PARTICIPATION IN THE RESOURCES
INDUSTRY: HOW & WHY? - TRANSCRIPTION]
Given the failure of free market based economic policy to develop the South African economy, is the reason to
increase government participation in the economy. If increased government participation would better position
the mining industry to contribute to the economy in a positive way, what form should or could that participation
take? This paper explores these questions in a little detail.

Key Note Speaker:
speaker (who they are)
Panellist:
speaker (who they are)
speaker (who they are)

AUDIO/VIDEO TRANSCRIPTION DISCLAIMER
This document is a transcription. Please be advised that this transcription was done from
a video audio recording. As such, the quality of the transcript is impacted by the quality
of the recording and may not be as accurate as having a certified court reporter in
attendance who can verify terminology and speaker identifications. Therefore, please
note that the certification is to the "best of our skill and ability".
While it is believed to be current and accurate, it is not warranted to be so. Should any
inaccuracies or omissions be found, please notify Forrard at info@forrard.com for
correction. Divergence from the original in format and pagination are to be expected. As
a transcription, this is not a legal document in itself, and should not be considered
binding on any person. The document is merely a convenience for reference by
interested parties and stakeholders to the debate and discussions of the Mining for
Change seminars 2011.
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1

Panellists

1.1 Panellist 1: Dr Mzukisi Qobo
Thank you very much ladies and gentleman, I appreciate the opportunity to come and
share my views on the very important subject of nationalisation.
The ANC Youth League, raised the debate over a year ago, after the National Congress
meeting, and there have been a lot of talks looking at the precise role of the state in the
economy and the relationship between the state and business.
I have undertaken an extensive field research of the role of the state in a mining
company covering Australia, Botswana, Norway and Brazil to try and assess the kind of
role that state actors play in the domain of natural resources and with a view to look at
what lesson’s South Africa can draw from these examples. I am not going to go into detail
except to distil on key lessons from these case studies.
Before I do that, I think I would like to restate what I consider to be key challenges facing
the South African economy in general and the mining sector in particular. Firstly, the lack
of sufficient growth required to create large scale employment opportunities; the
existence of binding constraints in particular in the area of infrastructure and opaque
regulations; the high levels of social inequality that continue to be significantly marked
along racial lines and as well as the continuation of the apartheid social legacy; lack of
long term strategic vision to build South Africa as a competitive economy that generates
shared prosperity and I am going to spend some time talking on this. And finally the poor
relations between government and business and the lack of a shared platform to evolve
a long term road map for the mining sector in a way that contributes significantly to
growing the economy, to making it competitive and to generate real possibilities for
shared growth.
And I think for the mining sector too, there has been a lot of defensiveness and a lack of
thinking that goes beyond the narrow construct of the nationalisation debate to try and
think imaginatively, to think boldly and to move away from the kind of defensive
assumptions that we are contributing through royalties, through tax and also indirectly to
growing the suppliers, creating jobs and in the BEE program.
I think there needs to be a different kind of thinking about the mining sector from the
industry to envision the kind of economy that South Africa can be in the future, in twenty
to thirty year’s time, different from the past. We know that the mining industry has made
a contribution as it has provided a powerful economy scaffolding for the existence of the
apartheid system. Although it did voice its disagreements over job colour bars, over some
of the labour regulatory frameworks but by and large if it had acted a bit more confidently
and challenged the government in place then that system may have collapsed way back.
However, I don’t think that the mining industry should be paralysed by its past as there
are real spaces for it to make important contributions to growing the economy, to making
the economy work and the mining sector work for everyone on a shared basis.
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I want to state from the onset that I don’t think nationalisation is a magic bullet, is an
answer. The disastrous outcome of which will be borne out in declining investment,
contraction of production and massive job losses. The national union of mine workers
has correctly argued that South Africa has neither the money to nationalise with
compensation nor the constitution that allows asset seizure without compensation. But I
think we should be mindful that the support for nationalisation also comes with a
groundswell of support outside of the ANC Youth League. I think we would be mistaken to
simply look at the ANC Youth League as the only driver of nationalisation. Yes, it has
been the principal and most vocal driver but there is a wave of support that is growing
amongst the black youth, amongst those who are socially excluded, amongst those who
feel that the sector and captains of the industry are selfish and don’t want to share
wealth or do more than the minimalist contribution and that patterns of social inequality
are becoming much more acute, poverty and unemployment are on the rise. Indeed
South Africa is an abnormal society that we have gotten used to it the fact that social
inequality is still very strongly marked along racial lines.
However, today I think South Africa is in a unique position to think innovatively about
casting the mining sector as a vehicle for social change and economic progress without
resulting to extreme measures such as nationalisation. I think what both government and
business need to do collaboratively is develop a shared road map and set a long term set
of objectives for the mining sector and to animate its potential value. Recently, there was
a study by Citigroup which showed that the potential value of the mining sector in South
Africa is just over US$2.5 trillion. This amount is larger than Canada and Brazil
combined, it is also nearly equal to Canada and Australia combined. The next country
that follows South Africa is Russia with US$1.86 trillion then Australia with US$ 1.8
trillion.
But the point is that this gives us an exciting story to talk about how do we animate and
how do we optimise this potential value for greater things. Paradoxically though, South
Africa’s mining sector is among the laggards in terms of the levels of investment and
infrastructure, it does not attract growth and is not competitive. In his recent mediumterm speech the finance minister, Pravin Gordhan, highlighted energy constraints,
inadequate transport capacity and uncertainty in regulation environment as having held
back progress in the mining sector. I would like to argue that government needs to lead
from the front in creating the right climate that will enable production growth,
competitiveness, and job creation in the sector. Rather than debating nationalisation at
infinitum, I think energy needs to be created in really building the sector, modernising it,
re-positioning it for success in an evolving global economy. Crucially, to ensure that it
generates benefits for South Africans. Just in summary, in the countries that I visited, to
look at the role of the state in the mining sector, the regulation models in place (these
include Australia, Botswana, Norway and Brazil) some of the lessons that could be
distilled are:
1. The importance of creating a predictable investment climate for investors. To
create certainty to come and invest. Recently Brazil is exploring to overhaul the
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regulatory architecture to set in place a 20 year national plan and to give
powerful, positive signals for investors.
2. The importance of very strong government, business collaboration to work
together to build the sector, to dynamise the sector and to explore various ways in
which the sector can be positioned for growth and competiveness. It doesn’t help
to fight over a small pie if we don’t think about how to expand the potential values
that still lie untapped beneath the earth.
3. I think that there is an issue on regulatory clarity and certainty. The regulatory
issue needs to be clear and everyone needs to know that there is security of
tenure, that if you are operating, developing mining fields, no-one will come and
grab it or seize it. There needs to be very clear rules of the game.
With respect to the particular role that government can play, I propose that one of the
innovative ways that the state can accept its role constructively is to create an
investment entity similar to a state-owned investment entity called Badoro in Norway
which very few people know about because it does not operate mines. All it does is that it
acts as an investor, it provides risk capital as part of the investors who are allocated a
development field and it has board representation. It’s an investment instrument, an
investment co-operation, it’s not a company or a state owned mining company that
operates mines actively. It could be through a sovereign wealth fund. I understand that
over the year, the mining sector has contributed about six billion Rand in royalties. But
where does that go? I think it should be locked in a sovereign wealth fund that could
direct its resources towards socio-economic development, infrastructure upgrade and to
support a network of mining related suppliers and new knowledge based sectors in the
economy. Importantly, the sovereign wealth fund needs to be seen as a vital store of
equity for future generations because the wealth beneath the earth does not only belong
to us, let alone the private mining companies. It belongs to future generations as what
you mine will never be replace again. The sovereign wealth fund is an asset-replacement
mechanism both for now and the future.
In conclusion, I think we need to move away from the rather sterile debate about
nationalisation, there is a need for purposeful collaboration between government and
industry to tackle the binding constraints in infrastructure and regulatory gridlocks. There
needs to be imaginative thinking from the industry not only to think about its short-term
interest but to be far-sighted about where South Africa should be and what kind of an
economy and society South Africa should become. As such, it needs to see itself as a
catalyst for social change. And finally, the state should find creative and innovative ways
of playing in the mining sector and I have proposed here a state investment company
and a sovereign wealth fund.
1.2 Panellist 2: Martin Kingston
I think that the heading is interesting because too much attention perhaps has been
given to the word “nationalisation”. If you look at what is happening around the world,
resource nationalism is actually very much accepted as a necessary way for the state to
extract appropriate rent from resources that by definition are limited in life span, and
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maybe we need to think about those definitions. I also am concerned that there is an
inadequacy of facts that inform the debate and maybe we need to distil those facts so
that we can objectively assess what can and cannot be done rather than relying upon
prejudice and uninformed views on all sides.
I think where we can agree is that South Africa is blessed with extraordinary and
unmatched endowments with respect to its mineral resources. Unfortunately the fact
that they are situated in the ground doesn’t necessarily mean that they can ever be
economically monetised by anybody and I think we therefore need to take some of the
reports that are talked about, including the Citibank report, with a pinch of sort. The
reality is that these resources need to be exploited for the benefit of all the citizens of
South Africa on a sustainable and viable basis over the short, the medium and the long
term. There are, however, significant constraints that need to be recognised in
maximising that potential and that’s particularly when set against the specific challenges
that confront South Africa including poverty, unemployment , access to basic social
services, the need to uphold human rights and dignity and clear and growing inequality
within the country. The question is how to harness the economic benefits that leverages
the contribution that the public and private sector can make in the mining sector without,
as they say, killing the goose that lays the so –called golden egg. Specifically, can or
should the state intervene through nationalisation or through other means to achieve a
more satisfactory outcome than prevails today. At the same time there have been
repeated observations, I think rooted in fact, that this is an industry that is in structural
decline in South Africa.
Certainly over the past decades the number of people employed in the industry has more
than halved as the viability of existing and future mines have been threatened by
increased costs, volatile and therefore unpredictable returns, a challenging and
sometimes hostile labour environment, more stringent albeit necessary health and safety
requirements and ever growing constraints in terms of access to and the cost of capital.
Against this backdrop there is a fundamental question to be answered as to the role of
the state in incentivising, partnering with and when required, penalising the mining
industry to obtain an outcome that best serves the people of South Africa. There are a
number of interventions, which the state can make to facilitate the contribution of the
mining sector and, I have to say, it goes for many other sectors. These include a
transparent, predictable and accountable regulatory environment in the awarding and
subsequent policing of licenses. Although this has been identified as a key requirement,
much remains to be done currently in South Africa on that score. Ensuring that the
necessary infrastructure including water, power and transportation is available, but not
just available; is available on suitable commercial terms to ensure that resources can be
mined and delivered to both domestic and international markets.
In South Africa, the providers of that infrastructure are owned, regulated and often
financed by the state. The taxes that are imposed by the state, be they corporate or
personal , royalties or other levies are a critical source of income to ensure that
appropriate rent is secured for the exploitation of these resources. They must be properly
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administered and allocated in a manner that is consistent with the country’s budgetary
priorities. There has been much debate, and rightly so, as to whether black economic
empowerment has achieved its goals. Although corporates, government and other
stakeholders agreed on certain commitments regarding transformation there is a
perception that corporates are doing the bare minimum to satisfy the requirements of
the relevant charters and codes, effectively paying lip service to the underlying intention
and spirit. Black economic empowerment properly implemented goes to the very heart of
the social and economic transformation required in South Africa.
There are many areas where corporates need to embrace empowerment including
ownership, management control, employment equity, skills and enterprise development,
and corporate and social responsibility. If they were to do so fully, there is no doubt that
we would witness much more effective economic integration and liberation of South
Africans than we have done to date. Continued scepticism and a lack of reliable,
independent and consistent data undermines what progress has in fact been made. In a
long term industry where the investment to develop new mines takes place over many
years, often close to a decade, and the period to secure an appropriate return on capital
may be far longer there needs to be stability and as much clarity and certainty as
possible for that capital to be raised and expended. In his recent medium-term budget
policy statement, the finance minister attested to many of these factors as hindering the
contribution that the mining sector has made to the broader economy compared to its
resource rich peers around the world. We now know that over the last two commodity
booms rather than increasing its annual contribution to growth in GDP, often in double
digits elsewhere in the world, the mining industry’s contribution in South Africa has in
fact diminished.
Mining is a very long term industry requiring ever large amounts of capital to be raised
and expended in the search and exploitation of diminishing and scarce resources not
only in South Africa but globally. As I have noted many of the factors are within the
control of government, however, there are further constraints that I believe we need to
take into consideration. We live in increasingly difficult and challenging global economic
circumstances. It has emerged that not only individuals and corporate but more
importantly countries around the world including the United States , many European
nations including Portugal, Ireland, Spain and most recently Greece and Italy and even
now potentially France have borrowed well beyond their means. Many large and
reputable banks have and continue to experience very significant liquidity issues and will
be forced by their home and international regulators to raise substantial amounts of
additional capital. The economic and political consequences are reaping often previously
seemingly unassailable victims.
Only yesterday, we saw Silvio Berlusconi announce his resignation as a consequence of
the current global and specifically Italian economic crisis. And the pool of available
capital has shrunk as the global economy has failed to emerge from the recession at the
pace that many thought or hoped. Yet the demand for capital has continued to grow. The
development of the mining industry in South Africa has been stunted by many of the
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factors that I have referred to but is critically dependent upon access to capital from both
domestic and international sources which has become increasingly skittish and selective.
I think it is common cause that South Africa needs to fund its many social challenges and
commitments from the public purse which is strained and which is necessitating a higher
level of indebtedness albeit be it at management levels when compared to many of the
over-borrowed countries I have mentioned.
I do not believe that diverting of those precious and limited capital resources to the
mining sector would either be appropriate or possible in these circumstances. We have
to ensure the efficient use of mineral resources in a manner that is fully aligned with the
policy goals and objectives of uplifting the economic well-being of all South Africans
incentivising corporates to play their rules honestly and to the best of their capabilities
and in certain cases penalising them if they fail to adhere to their commitments or
obligations. Most importantly, these include access to financial capital, human
resources, skills and experience, using the most appropriate technology to exploit and
where possible beneficiate the resource and leveraging off their networks to sell into
suitable markets. Although I do not believe that the state should nationalise corporates
in the mining sector, as the custodian and regulator of the mineral resource base of
South Africa it must intervene in a number of areas. The state has a crucial role to play in
regulating the sector, providing the necessary infrastructure on suitable terms and
conditions; designing, advocating and implementing the broader policy and economic
framework and environment to maximise the financial and social viability of the mining
industry and overlaying and administering a suitable tax system.
My last observation relates to the need for a more open, honest and constructive
dialogue between all participants and stakeholders in the industry. Specifically I would
like to highlight the state and the mining companies. I think we all feel that a closer level
of co-operation and collaboration would result in a far greater contribution to the industry
that the industry can make to the well-being of all South African’s. It may be that we need
to see a higher level of commitment and intervention to achieve that. Thank you.
1.3 Panellist 3: Professor Steven Friedman
I think that if we want a place in context the issue before the mining and business in
general in South Africa today we need to get one issue straight. And the issue we need to
get straight is that as we speak this morning there is no nationalisation proposal on the
table in the South African debate. There may be on next year if COSATU decides that
there ought to be one. At the moment, there is no nationalisation proposal on the table.
What there is on the table is a proposal from the ANC Youth League which very few
people in the debate seem to have bothered to read with the exception of honourable
colleagues on the panel etc. Incidentally the task of reading this document is not a
difficult one and if anybody wants the URL on the website where it has been for the last
few months, it’s there and you can read it. That’s where I found out about it and what’s
interesting to me is that none of the media do not feel it is worth their time to actually go
onto the website and read up on the proposals that they write about.
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The proposal has two legs to it; the one is a proposal for a state owned mining company
which will own around sixty percent of the industry and the other one is for a process in
which the rest of the industry as it is now will be owned by private owners who will obtain
licenses from the state owned mining company enabling them to mine. Now it doesn’t
take terribly much imagination to know what this proposal would achieve if it was
implemented. It solves two problems. The first problem it solves is that if you happen to
be a person who has acquired a mining asset which is under-performing or nonperforming you can offload your assets and get the taxpayer to pay for it. The second
thing is that if you happen to be a person who is connected to the state mining company
you can persuade existing mining companies that if they want to continue operating in
the industry what they really need to do is provide a certain percentage of the equity in
their companies to you and people connected to you. I don’t think there is any doubt that
that is what the proposal is intended to do.
There is of course another aspect to the proposal which is on the table and we all know
that proposals are always negotiated and presumably what will happen and indeed what
is already happening to this proposal is that at some point various actors will arrive and
say that there are these angry young men in the Youth League and if you want them to
go away you need to make some concessions and it just so happens that we are the
people you ought to make concessions to and if you sign on the dotted line and give us
twenty percent of the equity, the problem will go away. That is, I think what we are
dealing with at the moment. Now when one points this out, there are some people
hopefully less people than they were before the start of this, who are under the deluded
impression that what you are saying is that there is no problem and it is just a bunch of
connected people trying to get a bigger share of the equity and therefore we can all go
back to sleep. That is not what we are saying at all. We have an acute problem, we have
an urgent problem, we need to deal with this problem. We are simply saying that this is
not the way to deal with the problem. We have two problems which this debate and this
proposal purports to address. They are both urgent problems, they are both real
problems but we do not solve those problems by giving politically connected people a
bigger share of the pie than they already have.
The first problem we have is the inheritance of racial domination in business and in the
economy and we all should know that it has not gone away since 1994. It’s still there, it’s
still real and we have still not dealt with it. The problem however is that if we purport to
deal with this, as we have been asked to do this, by simply handing out slices of equity to
connected people the problem is not going to go away but the problem is probably going
to get a great deal worse. The issue to put it very starkly that we have to confront as
South Africans is that there are people in the society who believe that black economic
empowerment has failed. I don’t believe that black economic empowerment has failed, I
don’t think it has been tried yet and unless we begin trying it, we are going to have a
problem. When I say it hasn’t been tried yet, I think that what we have been seeing over
the last seventeen years is a process of precisely what the Youth League’s proposal is
asking us to do more of: of giving politically connected individuals a chunk of the pie in
the hope that the problem will go away. What we really need to do is start confronting the
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question of how we actually provide black entrepreneurial talent in this country (and
there is plenty of black entrepreneurial talent in this country) with the resources and
opportunities it needs for it to flourish and make the contribution it should. I have limited
time but I always tell the story of something that happened in the 1990’s. I had some
interaction at that time with a young man who had come back from exile and had been in
the ANC but through a variety of circumstances landed up in Boston and had become a
commodity broker. He pounded the streets of Johannesburg and tried to find a job as a
commodity broker but because he was black and carried some political connection
nobody would offer him a job as a commodity broker, they all said to him you must be our
government liaison guy and you must go talk to the politicians. He is not the only person
in that position and until established businesses start seeing black people as people who
have an important contribution to make to business rather than the people who should
go and make deals with government we are not going to address the problem
I think even more broadly, we need to think and I said a couple of weeks ago in a
business day dialogue and I will repeat it here, that there is no doubt in my mind that
inherited racial attitudes and the kind of racial interactions which occur in South Africa
are the biggest obstacle to economic growth in this society far more so than any policy
mix you can think of. They distort our use of human resources, they distort the strategic
decisions business makes and it distorts the way that people see the society. One of the
ways they have distorted incidentally is to confuse politically connected individuals in the
ANC Youth League with the poor and unemployed of South Africa. There is no connection
between the politically connected individuals in the ANC Youth League and the poor and
unemployed of South Africa and anybody who says there is a connection clearly is out of
touch with what is happening on the streets of our townships and shack settlements.
That brings me to the second question we have to confront and the second question we
have to confront which we all know about is poverty and inequality.
The fact that there is no connection between the ANC Youth league and poor and
unemployed people doesn’t mean that we don’t have millions of poor unemployed
people. We do have millions of poor unemployed people and quite frankly one of the
symptoms of a public debate which is entirely out of touch with how the majority of South
Africans live is that you have people in the public debate saying that if you don’t do
something, unemployed youth are going to take to the streets. Well actually they have
been on the streets for the last three years it’s just that no one is prepared to write about
it. We have had sustained social protest for 3 years. Anybody who knows anything about
that protest knows that in the frontline are angry, unemployed youth and we are
pretending they don’t exist because they are all in the ANC Youth League. They are not in
the ANC Youth League, they are on the streets in the townships and shack settlements
and it’s about time we started talking to them and it’s about time we started listening to
them.
I think to extend from that, what we actually need right now in this society to deal with
poverty and inequality just as we need new conversations on how to deal with racial
attitudes and how to deal with racial inequality we need very urgently to have a
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discussion on how we deal with social inequality and poverty. I think that we have an
opportunity at the moment both in the mining industry and everywhere else. I think that
what is passing for the moment as demands for redistribution and nationalisation is
simply demands for redistribution within a very small circle. That demand threatens both
business, organised labour and those social movements which represent poor people. It
threatens everybody because it is really an invitation to a kind of society which will be
about how the elite divides up the resources in which doing business will be a process of
working out which elites you have to buy off in order to do what you need to do and it will
be a process in which effective business will become very difficult, it will become a
process in which trade unions will be marginalised, it will become a process in which
poor people will become marginalised.
It is therefore an urgent and pressing need for business, labour, social movements,
everybody who represents and has a stake in the lives of poor people in this country to
get together and start talking about how we deal with this problem. We have had
tentative signs over the last couple of months that some of this is beginning to happen
and if it does happen as it should it is not going to be a big bang process and we are not
going to and we should not try to lock up the parties in a big room for three days for them
to come up with some magic solution. If we do, that magic solution will not have the
support of their constituencies and it will fail. But we can begin the conversation. We can
start looking for solutions.
The final point I want to make is that when we do that, we need to recognise one very
important reality which all of us have to face in this society, that starting to talk to the
trade unions and social movements about these issues is the start of a process but we
need to understand if we do that just as it is true to say that the ANC Youth League
doesn’t speak for the poor and unemployed, at the moment the sad reality in our society
is that nobody speaks for the poor and unemployed. The poor and unemployed are not
organised, they have a vote and they do not have a voice and we need very urgently as a
society to start talking about those South Africans who acquired that voice in 1994 are
able to acquire the voice which will enable them to become full political and economic
citizens. I think that is the agenda we need to confront, that is the agenda which I think
real calls for redistribution address and I think that is the sort of set of issues which we
as South Africans need to talk about and we need to get beyond the rather confusing
debate of the present into one which is not only of the real issues but of the real actors.
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EXECUTIVE SUMMARY
Ever since the generally accepted period in which economics as it is known today
became an accepted academic field and championed by the now highly regarded father
of economics Adam Smith, what has been considered to be the discipline’s conventional
wisdom has oscillated between two seemingly opposing schools – more government and
less government. This battle continues to date and has manifested in the form of a
nationalisation debate within the South African context.
The reasons for this debate in South Africa are i) the fact that there are some staggering
socio-economic challenges in the country that need to be resolved and ii) the fact that
the South African mining industry does not appear to be playing a role that is equivalent
to its size and profitability in combating the socio-economic challenges. That said the
mining industry is faced with its own challenges that threaten to halt its growth and
development if not soon addressed. These include infrastructure shortages, the
regulatory environment and access to finance amongst others.
State participation in the mining sector is at the centre of debate in South Africa because
it has become a viable alternative to the status quo for many in the country who feel that
the market based modus operandi has failed to deliver the economic benefits and
opportunities necessary to achieve true freedom for the majority of the country. There
are a number of ways in which the state can participate in the mining industry including
nationalisation, use of an investment entity, a sovereign wealth fund and/or regulation
and support. The mechanics of each of these options must be properly worked out and
defined in order for them to be successful tools.
Ultimately however, the key to inclusive economic growth in South Africa, regardless of
the economic tools used, is a shared commitment to collaboration between business,
government, labour, communities and other stakeholders to achieve the goals of
eradicating poverty, inequality and unemployment.
This paper, based on the last of the six Mining For Change seminars hosted in
partnership with AngloGold Ashanti and Motjoli Resources, explores the question of state
participation in the mining industry specifically. It explores the various forms that state
participation could take and what the most important element of success for the South
African economy could be.
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2 Introduction
Since the early days of economics in the 18th century with Adam Smith, through the 19th
century with Karl Marx, to the first half of the 20th century with Keynes and the latter
decades of the 20th Century with Milton Friedman and other economists, conventional
economic wisdom has oscillated between the idea that the market should be allowed to
dictate the economic conditions of the day and that government should play a
meaningful role in determining the path of economic development in a country. The
debate has never been permanently settled. What seems to determine the conventional
wisdom of the day is the perceived level of inequality within society and the relative
political power of the opposing schools of thought.
When this oscillation first begun it appeared to have a hundred year cycle between shifts
in conventional economic wisdom. Over time the length of a cycle appears to have
shrunk to just 20 years. In 1989 when the Berlin wall fell, there was a global shift
towards the market, but over the 20 year period since much has taken place in the
global economy that has led to the free market convention being brought to question. An
ever growing chorus is now calling for more government involvement in business and
industry.
The mining industry, generally accepted as profiting from national assets that belong to
all citizens, has been the focus of much discussion surrounding the level of government
involvement within industry. These discussions have taken place worldwide from
Australia with the mining tax, to the United States of America with the off-shore oil
drilling, to Norway and of course South Africa. In South Africa the discussion has received
much attention because those who have led the chorus against the market – the African
National Congress Youth League (ANCYL) – have not just asked for government
involvement in the mining industry, they have asked that the government take over the
industry almost completely.
The question of this paper is how much state involvement, and in what form, would be
beneficial to the nation and lead to inclusive economic growth?
2.1 Structure of the Paper
This paper, based on the addresses from members of a panel and discussions with the
audience at the sixth Mining For Change seminar hosted in partnership with AngloGold
Ashanti and Motjoli resources, and additional research into the question of state
participation within the economy is structured in the following manner:





Chapter 1 is the executive summary giving the overview of what discussions
unfolded and key conclusions throughout the paper
Chapter 2 introduces the discussions contained in the paper and the structure
which is followed in exploring those discussions
Chapter 3 Looks at what is considered to be two of the biggest challenges of the
mining sector
Chapter 4 simply looks at the various forms that state participation can take
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Chapter 5 is an exploration of the idea that collaboration between business and
government mainly, and other stakeholders as well, would lead to greater
economic returns for more people in the country
Chapter 6 is a conclusion of the paper, presenting the final position arrived at on
the major issues addressed in the paper
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3 Mining Sector Challenges
Though South Africa is blessed with extraordinary and unmatched endowment with
respect to its mineral resources, it must be recognised that being endowed with minerals
does not mean that they will ever be economically monetized by anybody. The mining
industry in South Africa and worldwide is faced with some challenges that could make
their exploration a challenge that some countries with mineral endowments might not be
able to overcome. And if they do get exploited, it needs to happen in a manner that will
ensure that all the citizens of this nation benefit on a sustainable and viable basis over
the short-, the medium- and the long-term.
What challenges is the mining sector faced with and how can the nation harness the
economic benefits that leverages the contribution that the public and private sectors can
make in the mining sector without destroying the industry? Can or should the state
intervene in some way to achieve a more satisfactory outcome than what prevails today?
What challenges is the mining industry faced with that need to be resolved?
We are currently living in difficult and challenging global economic circumstances. The
pool of available capital has shrunk as the global economy has failed to emerge from
recession at the pace that it was expected and hoped to. The demand for capital on the
other hand, has continued to grow. The development of the mining industry in South
Africa is critically dependent on access to capital from both domestic and international
sources – which has become increasingly selective. In the absence of a steady stream of
investment funding into the mining industry, unexplored sites that are endowed with
mineral wealth are likely to remain untouched. It is critical therefore, that finance
continues to be generated within or outside the industry that can pay for exploration and
mining activities.
The mining industry in South Africa specifically, as is the case in a few other mining
countries, has not invested in the critical infrastructure to make it possible for them it to
continue to grow and develop by reaching its demand centres. Shortages and increasing
prices have been clear indicators of this lack of infrastructure development coordination
between the industry and the government. Some infrastructure that is used by the
mining industry can be characterised as public goods that will benefit more than just
their user. It is therefore prudent that government plays some role in the provision of that
infrastructure.
Difficulty in accessing funding and unwillingness to provide infrastructure are currently
two of the industry’s biggest challenges, as is the seemingly unpredictable manner in
which regulation is enforced in the mining industry.
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4 State Participation in the Economy
South Africa has reached a critical stage in its development, by chance or design, where
its leaders in both government and business must decide and participate in the
determination of its future trajectory. For better or worse, the nationalisation debate has
brought real issues to the fore, issues that need sustainable resolution. The issues that
have formed part of the nationalisation debate include:
1.
2.
3.
4.
5.

Rampant poverty,
Racial inequality,
Insufficient economic growth,
Widespread unemployment, and
Poor relations between government and business

However the key question that arises from the now advanced discussions is that of state
involvement in economic development. What the main challenge has been in reaching
agreement on a way forward has been on the nature and extent of state involvement in
the mining industry. In order for the South African economy to grow and develop, all
stakeholders must develop and agree on a long-term strategic plan with short-term
milestones. This strategic plan is to serve as the vision for the nation that can guide all
processes, engagements, budgetary allocations etc. This requires collaboration amongst
the majority of affected parties.
In the post 1989 world led by Ronald Reagan and Margaret Thatcher, it was generally
accepted that the only way to develop the economy was to reduce government
participation in the economy to as little as possible and allow industry and the market to
determine the direction of the economy. It was accepted that as the economy grows all
people would be lifted out of poverty and more equality would prevail. This has not been
the case. Economic growth has been so tilted towards the rich that inequality has
increased in South Africa. As a result, there have been calls for more government
involvement in the South African economy.
4.1 Participation in the Mining Industry
Since 1994 the South African government has played the role of regulator in the
economy and allowed market principles to direct the economy. State enterprises like
Iscor were privatised in order to further entrench the ideals of the free market, in the
hope that as the general economy grew, so too would job opportunities and poverty
reduced. The economy grew, but neither poverty nor broad unemployment has
decreased.
In the wake of the 2008 global economic meltdown there has been a greater push to
increase government involvement in the economy to try and better direct the areas in
which the economy grows. The government has been, for a number of years, operating
with the idea of entrenching the developmental state in South Africa and setting in place
regulatory tools to empower them to direct the economy’s projection. The government
has been unable to entrench a developmental state as the market has continued to
dictate economic outcomes. As a result there have been calls for more government
State participation in Resources Industry: how & why?

6

involvement by certain sections of South African society. By far the loudest call for more
involvement has been that of nationalisation of the mining industry.
Though nobody, including the proponents of the nationalisation policy themselves,
believes that it is the magic bullet that will resolve all of South Africa’s economic
challenges, it is regarded as a possible springboard from which the government would be
able to direct the economic fortunes of the majority of South Africans in a meaningful
way. There is a growing groundswell of support for nationalisation amongst the
disenfranchised in South Africa and in the absence of a clearly better alternative, this
support is unlikely to wane. This support appears to be based on the idea that the
captains of industry in the country are unwilling to share the economic fortunes that
rightfully belong to all South Africans.
The perception of the captains of industry not wanting to share their wealth is further
entrenched by the defensive posture of the leaders within the mining industry, and their
seeming unwillingness to think creatively and act boldly to ensure a broader distribution
of the wealth within the mining industry while still growing the production and profit
levels of the industry. South Africa is in a unique position to think creatively about how to
use the mining industry as a vehicle for social change and economic progress without
having to resort to extreme measures. However, in the absence of creative thinking and
bold leadership from both government and industry this opportunity could be lost.
Government and business need to collaborate to develop a short road map with longterm objectives for the mining sector to maximise its potential value. The SA mining
industry has potential wealth of US$2.5 trillion that can be extracted from the grounds –
this is more than Canada and Brazil combined. The second biggest nation in terms of
mineral wealth is Russia with US$1.86 trillion, then Australia with about US$1.8 trillion.
The matter that needs to be urgently addressed is how business can work with
government to ensure that this potential value is optimised, begging the question – how
should the South African government get involved in the mining industry?
4.2 Participation Options
If the government is to get involved in the mining industry, there are a number of tools
available to the state to get involved: nationalisation, investment entity, a sovereign
wealth fund and/or pure regulation and support.
4.2.1 Nationalisation
Nationalisation in this case would entail the ownership and control of the mining industry
by government. The government would hold at least 51% of the shareholding and be able
to direct both the strategic and operational side of mining in the country. This would
bestow all the risks and rewards of mining upon the government and place the
responsibility of ensuring the development of the mining industry squarely on their
shoulders. The government’s involvement would go beyond mere representation on the
board, but would extend to key appointments and decisions about the various use
allocations of the minerals mined in the country. Making a success of this model could
prove more challenging because mining is not the key function of government, however
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doing it right would go a long way in helping with resolving some key socio-economic
issues in the country.
4.2.2 Investment Entity
The South African government has the option of adapting the Norwegian model of
government involvement. This would entail setting up an investment entity which
participates in the mining industry only as a shareholder, sharing in the risks and
rewards of mining as any other mining industry investor without interfering in the day-today operations of the mining industry. No mines would be operated by the state, all left to
managers and mining professionals as would be the case if it were owned by private
shareholders. This allows room for ownership and profit sharing with the private sector in
a way that keeps the private sector and government doing what there are best at –
championing development for government and running profitable businesses for the
private sector. The government would get board representation and be involved in the
strategic direction of the mining sector as other shareholders would.
4.2.3 Sovereign Wealth Fund
A sovereign wealth fund could be a vehicle that the government uses to capture the
royalties earned from the mining sector. These royalties could be ring-fenced and used
for targeted development initiatives that are outside the scope of the government’s
normal budgetary processes. These resources could be directed towards socio-economic
development, infrastructure upgrades and support a network of mining related suppliers
and new knowledge based sectors in the economy. It can serve as an asset replacement
mechanism both for now and the future, because minerals beneath the earth belong to
both current and future South Africans. The use of a sovereign wealth fund needs to be
done within a clearly defined set of rules and regulations that determine what the money
can be used for and how disbursement takes place.
4.2.4 Regulation and Support
The state also has the option of only playing the role of regulating the mining industry
and supporting it where possible to ensure its continued growth and development,
especially in areas that are considered to be of priority to the state.
As a starting point, the state needs to ensure that it creates a transparent, predictable
and accountable regulatory environment in the awarding and subsequent policing of
licenses. That way, it could help ensure security of tenure that would go a long way in
easing the concerns of mining industry investors who are concerned about not being able
to get a return for their investment in mineral exploration in the country.
The state can also make use of tools to fast-track sustainable black economic
empowerment (BEE). If properly implemented, BEE goes to the very heart of the social
and economic transformation required in South Africa. If corporates were to embrace
BEE fully, there is no doubt that we would witness much more effective economic
integration and liberation of South Africans than we have done to date. Therefore, from a
regulatory point of view, the state can encourage (using both incentives and
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disincentives) corporate South Africa to follow through on the BEE aims and objectives in
the set timelines.
As a way to support the growth and development of the mining sector, the government
can ensure that the necessary infrastructure, including water, power and transportation
is available on suitable commercial terms to ensure that resources can be mined and
delivered to both domestic and international markets. The question of what suitable
commercial terms are is something that will require the collaboration of state and
business.
5 State and Industry Collaboration
There is a need for purposeful collaboration between government and industry to tackle
the binding constraints in infrastructure, regulatory gridlocks and the socio-economic
challenges facing South Africa. The term collaboration in this context should not be
limited only to working together on particular projects, but must also include a common
commitment to the creation of a poverty free full employment economy in the country by
all reasonable and effective means possible.
There is a need for imaginative thinking from both industry and government. Industry
needs to stop thinking only about its short term interests. It needs to start showing more
farsighted thinking about where South Africa should be and the kind of economy the
country should have. The mining industry therefore needs to see itself as a catalyst for
social change. The state needs to find creative and innovative ways of getting involved in
the mining industry that will not threaten the further development and growth of the
industry.
There is a need for a more open, honest and constructive dialogue between all
participants and stakeholders in the industry, specifically the state and the mining
companies. A closer level of cooperation and collaboration between these two would
result in a far greater contribution that the industry can make to the wellbeing of all
South Africans. It may be that we need to see a higher level of commitment and
intervention to achieve that.
Another challenge that needs to be addressed in South Africa is how to provide Black
entrepreneurial talent with the resources and opportunities that it needs to flourish and
make the contribution they are capable of making. Until established business starts
seeing Black people as important contributors in business rather than pieces in a
political game, South Africa is unlikely to address the challenge of transformation.
Government and business must work together to overcome this challenge if an inclusive
economy is to develop over time.
Ultimately both business and government, as should labour and the mining communities,
must realise that the overriding objective must be the inclusive development of South
Africa and the growth of its economy, not the exclusive benefit of a few at the cost of the
rest. Everybody involved must commit to finding a solution, regardless of their relative
influence within its structure that yields the maximum benefit for all South Africans.
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6 Conclusion
The South African economy is nowhere near its potential gross domestic product (GDP)
because a majority of the nation is economically inactive. It is important that a resolution
to the challenges that keep the majority of the population on the periphery of the
economy be developed in order for South Africa reach its potential GDP and become
more inclusive. The free market approach to economic development has proven
ineffective in the South African context, which has led to the call for increased
government involvement in the economy to ensure that it follows a developmental
growth path that is more inclusive and can reduce poverty, inequality and
unemployment.
The calls for state involvement have specifically been for involvement in the mining
industry. Minerals, which are considered to belong to all South Africans, have been an
obvious and logical target for state involvement. There are a number of ways in which the
state can get involved in the mining industry including: nationalisation, through an
investment entity, a sovereign wealth fund or stronger regulation and more direct support
to the industry. State involvement in the industry does not have to be limited to one of
these various means, but can be any combination of these approaches that yields the
best outcomes possible.
Ultimately genuine collaboration between government and industry is the real solution to
the South African problem. Business and government must both realise that there needs
to be a common commitment to the creation of a poverty free full employment economy
in the country by all reasonable and effective means possible. Some creative thinking
and bold leadership is needed for the country to realise its full potential by ensuring that
the public and private sector contribute their maximum possible efforts to the economy.
The overriding objective of South African economic policy must be kept in focus by all
stakeholders – creating an inclusive economy with no poverty, low inequality and full
employment.
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