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- Taming the Mining Masters

by Roger Moody and Andy Whitmore '

Forty YEARS AGO, the African National Congress (ANC) enshrined
in its Freedom Charter the nationalization of the South Africa’s
mining industry. But, despite the efforts of some ANC members
to reaffirm this policy in the months before the April elections, the
party jettisoned its call for nationalization and adopted what party
leaders called a “pragmatic” approach, designed to woo new
foreign investment. The new South Africa is thus following a
pattern already established elsewhere in the region, notably Zim-
babwe and Namibia, where some former enemies — nationalist,
anti-racist and anti-colonialist activists on the one hand, and big
mining interests on the other — become friends overnight.

Prospects in a pragmatic era

One intense concern of South Africa’s new leaders is that the
country will not regain ground lost to other mineral producers
during the period of sanctions. Gold has long made up the
foundaton of the South African economy, but ore grades are
reported to be declining and costs are rising as new technology
reduces the labor force. In 1980, the metal carned about 45
percent of the counury’s foreign exchange, but by 1991 the
proportion had dropped to 20 percent, while employment in the
gold mining industry had fallen from a peak of 550,000 in 1985
to 400,000 in 1991. On the other hand, the country’s mining
sector remains diverse, with the value of base metal exports, such
as iron, steel and non-ferrous metals, quadrupling between 1984
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and 1993. Analysts expect that metal exports will grow by more
than 19 percent over the next two years to reach 12 billion rand in
1996. And South Africais still a leading world provider of strategic
mineral sands (titanium, zirconium), chromite, manganese, plati-
num-group metals, asbestos and antimony. However, sales of
some of these have suffered, particularly in the face of Russian
competition, and South Africa’s uranium industry has virtually
collapsed.

Mining is equally prominent in the other countries of the
region. In the Southern African Development Community (SADC)
— previously comprising the 10 regional countries other than
South Africa — mining accounts for 11 percent of gross domestic
productand generates 60 percent of all foreign exchange earnings.
There are especially significant mining industries in Botswana,
Namibia, Zambia and Zimbabwe. Foreign multinationals have
recently expressed a renewed interest in the region, due in part to
modern technologies that make mining “fronter areas” feasible.
Multinational corporations are also responding to the rise of a
regional “new pragmatism” in accepting foreign capital and
structural adjustment programs. Many foreign investors are hop-
ing a pragmatic South Africa will provide them with a financial
window of opportunity to all of Africa. The expected rush of
foreign investment, endorsed by the ANC, could establish the
relatively developed Johannesburg stock exchange as the entrypoint
tor Afnican investment, mirroring Honk Kong’s status in relation
to mainland China.

Corporate strategies

South Africa and its neighbors are dominated by the same
companies, most notably the two global giants Rio Tinto Zinc

MULTINATIONAL MONITOR May 1994 19



ECONOMICS

20 MurLtiNaTIONAL MONITOR May 1994



-

ECONOMICS

@ BRUCE PATON / IMPACT VISUALS

Chrome mining co-op near Mt. Darwin, Zimbabwe.

(RTZ) of the United Kingdom and the South African Anglo-
American Corporation/De Beers. Anglo-American controls most
of the region’s nickel and diamond production. Another large
mining house, Gencor, has led the way in “unbundling,” or selling
offits non-mining assets that were acquired to diversify and avoid
the brunt of economic sanctions, so that it can take part in new
investment opportunities abroad. Believing its unrivaled size will
give it market dominance, Anglo has shied away from unbundling,
but in March 1994, agreed to sell its Johannesburg Consolidated
Investments (JCI) subsidiary.

RTZ was infamous for its sanctions busting, and along with
Anglo, was the dominant company operating in pre-independence
Zimbabwe and Namibia. Along with two other multinational
mining companies, Lonrho and Union Carbide, RTZ has main-
tained its interests in post-independence Zimbabwe, while newer,
more aggressive Australian and Canadian companies — for ex-
ample, BHP, Auridium Consolidated and Namco — are joining
the regional gold and diamond rush, even displacing De Beers in
Zimbabwe and Namibia.

A threat to corporate dominance

The ANC’s approach to the giant mining companies has yet to
be finalized, and divisions within the organization over mining
policy have not been fully resolved. The more stridently left-wing
Macro Economic Research Group (MERG) advocates closer
government control over industry and the nationalization of the
Reserve Bank. When a MERG report was leaked to the public late
in 1993, it caused consternation in the mining houses and in the
media; this confrontational stance has since been retracted in favor
ofamore conciliatory approach. The ANC s still pushing for a shift
in ownership of unmined minerals, presently held largely by the
companies, to the state and promoting the idea of small-scale
mining, which would encourage black entrepreneurship and be
more labor-intensive.

The industry and mining houses are strenuously resisting these
proposals, which they view as a threat to their status; Nick Scagal
of the Chamber of Mines has described ANC policy in the
Financial Times as “entirely flawed” and “potentially highly

injurious to the industry.” The industry claims that small-scale
operations are not viable to mine South Africa’s gold reserves,
which are already overworked and geologically difficult to mine.
While there may be some truth to this claim with respect to gold,
supporters of the policy point out that other minerals deposits in
South Africa would lend themselves to small-scale mining; neigh-
boring Namibia, for example, has a successful small-scale wollas-
tonite operation.

Many of the potential opportunities and pitfalls facing the ANC
as it devises a mining policy are suggested by the experiences of its
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neighboring countries. Examining the policy successes and failures
of Zimbabwe, Zambia, Namibia and Botswana yields valuable
insights into the possibilities for nationalization, the degree of
power wiclded by the giant mining companies, the importance of
mining-related jobs in the regional economy and the role of small-
scale mining.

Zimbabwe and Namibia: broken promised lands

Both Robert Mugabe’s ZANU in Zimbabwe and Sam Nujoma’s
SWAPO in Namibia fought wars of independence on the promise
of driving the colonial and neocolonial masters from their coun-
tries. In both nations, this promise has failed to come to pass. RTZ,
through Rio Tinto Zimbabwe and the notorious Rossing uranium
mine in Namibia, and the South African mining houses continued
to operate in the countries, largely unscathed, even after the
success of the liberation movements; and now both economies are
opening up for more overseas investments.

A lack of capital and expertise forced the hands of both
governments. The companies had woven themselves into the
fabric of the economy, which relied on mineral exports for foreign
exchange earnings. The companies had systematically failed to
train blacks and had refused to sink capital into the development
of secondary industries, leaving the fledgling governments at the
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mercy of their former masters. The economies were simply too
poor and too dependent on export earnings to rely on redistribu-
tion of wealth to better the living standards of the majority of the
population. The mining multinationals have maintained the upper
hand, so that, for example, in Namibia, trade unions are still having
difficulty winning official government recognition.

South Africa is already further down the road of diversification,
despite the importance of mining to the economy, but the ANC
is in no better position with regard to the power of the mining
multinationals. The ANC must also grapple with the pent-up
expecrations of an impoverished majority. And the ANC carries
unique burdens as well; the nature of the democratic transition
means the new government will have to negotiate continuously
with the corporate elite. It will be an extraordinary featif the ANC
is able to convince the mining houses to see the future in terms of
all South Africans.

Botswana —— success at a price

Botswana is seen as an economic success in the African minerals
world. Although many of the country’s economic accomplish-
ments in the mining sector are due to reliance on the De Beers-
controlled and environmentally damaging diamond industry, the
Botswana government has placed a heavy emphasis on small-scale
mining, especially as a means to create jobs.

Job creation is certainly a central concern in the new South
Africa. (Finance Minister Derek Keys summed up National Party
economic electioneering with the phrase “It’s jobs, stupid.”) But
even as the unemployment rate in the formal sector remains at 53
percent, the modern mining industry is becoming less labor
intensive and laying off workers. Although the big companies may
supply taxes to rebuild the economy and indirectly create jobs,
only small-scale mining holds out the possibility of making a dent
in the national unemployment crisis.

The type of mining is also crucial in the question of who
benefits from mining operations. Modern large-scale mining
often involves the forced removal of local people from their land
and an influx of migrant laborers, causing social disruption and
disempowerment, along with environmental and health problems.
In contrast, small-scale mining, as demonstrated by alluvial gold
mining in Zimbabwe, can empower and offer direct financial
benefit to local people, including women, who can supplement
their incomes while maintaining their ties to the land. In order for
it to be productive and not damaging to the environment,
however, small-scale mining needs to be promoted and regulated.

The Botswanan experience also shows that nationalization of
mineral rights can facilitate the development of a small-scale
mining sector, by ensuring that small operations can gain control
of lands that would otherwise remain in the control of the major
mining companies.

Zambia — the demise of nationalization

Nationalization is certainly not a cure-all, however. In Zambia,
the worsening performance of natonalized mining operations is
fueling calls for the privatization of the Zambian government’s
majority share in its criically important ZCCM copper company.
Mining companies, such as Gencor and Anglo-American —
already a minority shareholder at 27.3 percent — and Rio Tinto
Zinc, are lining up to become partners. While ZCCM is in
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Namibia's Rossing mine is the world’s largest open caste uranium m

desperate need of new capital and there have undoubtedly
problems with ZCCM management, many of the comy
problems are due to the falling price of copper over the las
decades. Privatization (now encouraged by the likes of the }
Bank, which decades earlier encouraged Zambia to expa
nationalized operations) would do nothing to solve the pre
of depressed commodity prices, and there is little proof t
increases efficiency through better management, rather tha
cost cutting, primarily at the expense of African workers.

A generation of wealth?

The ANC has an unusual opportunity to learn from the k
of post-independence Southern Africa’s mining policies ov
last few decades. It may well note that state control alone do
necessarily ensure that mineral wealth will benefit the p
Whereas the ANC appears to have more room to mar
because of the dominance of South African production in
markets, it is this very importance that gives the companie:
bargaining strength. It would be unwise to underestima
power of South African mining houses to control and set th
terms of the debate, so that the majority of South African ¢
are still excluded from the benefits of policy thinking. M





