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SURFACE MINING CONFERENCE, NASREC, JOHANNESBURG, 2 OCTOBER 2002:  KEYNOTE ADDRESS BY DR C J FAUCONNIER, CHIEF EXECUTIVE, KUMBA RESOURCES LIMITED

SUSTAINABLE DEVELOPMENT: THE KEY TO THE FUTURE 

INTRODUCTION

Mr Chairman, honoured guests, ladies and gentlemen, I felt very honoured by , and accepted with pleasure, the invitation to deliver the keynote address at your Surface Mining Conference.

The rescheduling of your Conference to coincide with the Electra Mining Show and the first nationally declared Mining Week in South Africa points to this being an historic occasion. Delegates and visitors have come from around the world to listen and learn about the latest ideas and developments in the field of mining and technology and I feel very privileged to be part of the event today. 

The rate of change and the technological evolution we have witnessed in our industry in recent years has been phenomenal. One can never fail to marvel how our industry, so richly endowed with visionaries and entrepreneurs, has been equally fortunate to have within its ranks so many of the world’s leading engineers and technologists. They are the men and women who have turned dreams into realities, solved the problems that may have seemed insoluble and gone on to provide the world with minerals and metals that have built the foundation for its growth and development.

The entrepreneurial dynamics within the mining industry - which in the past few years has been focused on mergers and acquisitions - will always play a vital role in its development. However, the real drivers of change in the new millennium will be the hard realities of investment and costs; the scarcity and increasing inaccessibility of resources; the technology required to find and mine these resources in an efficient and cost effective manner; the evolving demands of the market; and the global issue of sustainable development.

In considering how I could best add value to your Conference, I found myself faced with a double dilemma. Although I am a mining engineer, I have been well away from the cutting edge of mining technology for many years and even though it is still a passion of mine, I decided I would be unwise to venture down the technology road in the midst of present company today.

On the other side of the coin, the economic, social and environmental challenges facing the mining industry are politically complex and equally daunting. These challenges and issues hold the key to the future of our industry in the new millennium, and it is this area that I have chosen to address today. I hope that you will find my comments interesting and helpful when you deliberate at this conference the planning, design , operation and rehabilitation of surface mines for the future.  

While I am going to focus on South Africa, the issues are generic. The new laws and regulations we are dealing with in South Africa relate to our unfortunate political history, but those of you from other parts of the world will recognise the principles and parallels within your own countries and I hope gain a deeper insight into some of the issues that are specific to South Africa today. 

OVERVIEW

The issues that have made all the headlines in recent months and which I would like to address in the time available are: 

· Sustainable Development;

· Corporate Governance;

· The Mineral and Petroleum Resources Development Bill; and

· The Mining Charter

Although these issues may appear somewhat disparate at first, they are closely inter-related and collectively constitute the forces that are going to determine the future of our industry. The underlying message they carry is very clear. Companies, including mining companies, and not only in South Africa, but around the world, can no longer pursue the singular goal of making as much money as possible for their shareholders, with little or no regard for the impact of their operations on the environment and societies in which they operate. 

Many companies may take strong exception to this statement and can provide worthy examples of responsible environmental programmes and social investments. I am sure this is true and we should give credit, where credit is due. The point, that needs to be underlined, however, is that social and environmental programmes, however exemplary, can no longer be treated as “add-on” packages designed to appease critics and build corporate reputations.  They are fundamental to the core of our business operations and have become the prerequisites for securing a licence to operate in modern society.   

SUSTAINABLE DEVELOPMENT

With the World Summit on Sustainable Development (WSSD) held in Sandton some 6 weeks ago, still fresh in our minds, this may be a good place to start and will help to put the issues that follow into context.  

Sustainable development as it relates to the wise and respectful uses of the resources needed to sustain life has been the golden thread in the natural evolution and development of our planet and mankind since the beginning of time. During the last century, and particularly in the past 50 years, the explosion of the world’s population, greed, expediency and the insatiable demand for luxuries of life, has led to the thread becoming severely frayed. Sometimes it takes a crisis to make us change our thinking. 

We have reached this point, and it’s only in the past 10 years that governments and business around the world have come to realise the seriousness of the problem. They are gradually accepting that their responsibility is to be the primary instruments for change and for safeguarding the delicate balance of the global ecology and the needs of future generations.    

The World Summit on Sustainable Development captured the headlines and the attention of people around the world. To analyse and evaluate the thousands of addresses and papers delivered is going to take months, if not years, to complete. But when all the politics, grandstanding and drum beating is stripped away, one unassailable fact will stand out above all others: in simple terms, we are exploiting, and in the process damaging, the natural environment of the globe in a manner that will make it difficult for future generations to live and prosper in a world with a quality of life as good as the one we enjoy today.

“The world is burning,” said President Chirac of France at the summit and nobody rose to challenge the statement. While this may have been somewhat dramatic, I believe we have reached the point where full commitment is needed to reverse some trends. The world’s natural resources are diminishing at an increasing rate. The gap between the developed and under-developed nations and between rich and poor is widening. The environment within which we live, and the air we breathe is being damaged on a daily basis. 

Ten years ago, one of the world’s largest gatherings of monarchs, dignitaries and leaders met in Rio de Janerio for the 1992, Earth Summit.  They vowed to work together for a better global environment and adopted the definition of sustainable development from the Bruntdland Report as 

“development which meets the needs of the present, without compromising the ability of future generations to meet their own needs”.

Ten years on, it seems that the Rio summit has done little to improve the state of the planet. The definition of sustainable development has grown increasingly ambiguous.  In the United States the focus is on the war on terrorism and on securing the energy needed to drive the wheels of its economy. In the developing countries the issues are the alleviation of poverty, the provision of water and sanitation, access to world markets and debt relief. In Europe the focus is on atmospheric pollution and renewable energy. To others it means reversing the trend to globalisation and corporate greed.

Our Minister of Environmental Affairs, in addressing the World Summit, made a statement about the meaning of sustainable development that I found particularly enlightening. “Earlier generations may not have used the same terminology,” he said, “but they were not unfamiliar with the concept of sustainable development – balancing the delicate equilibrium of the needs of humankind with that of its environment, taking from nature what she so abundantly offers, the only imperative being that of respect.” 

The mining industry unfortunately enjoys very little respect in modern society. While human evolution is inextricably linked to the use of mineral resources, people who use mined products every day of their lives in thousands of ways are questioning the right of mining companies to conduct their business and whether mining can be seen as a sustainable activity.

Mining’s legacy of environmental damage and social disruption are all too evident and for most people the idea of sustainability in an extractive industry like mining, with finite resources, is inherently contradictory.

Are we destined to fight a losing battle against our well-funded, morally-charged critics, or is there a way out of this conundrum?

I believe there is, and it starts here, with this conference and with you, our mining engineers, designers and planners. You are the people who prepare the bankable documents, develop the technology and justify the investments.   

Sir Robert Wilson, Executive Chairman of Rio Tinto summed it up as follows: “The way forward should not be hopeless efforts to sway public opinion, but rather to accept that we have made mistakes and to actively engage with and listen to our critics, to help us define priority areas to try to improve performance. All too frequently our past errors or omissions are judged by today’s standards. No sphere of human endeavour, let alone industry, can bear scrutiny in these terms. Knowledge and achievement advances over time, and society’s values and priorities, are evolving continuously.”

Mining for profit, while ensuring environmental protection and sustainability, are not mutually exclusive goals. Meeting the needs of today’s generation without compromising the ability of future generations to meet their needs holds the key to the future of our industry.

CORPORATE GOVERNANCE

In 1992, the year of the Rio Summit, the King Committee on Corporate Governance was formed in South Africa under the auspices of the Institute of Directors.  It coincided with growing global awareness and concern about globalisation; the inequitable distribution of wealth; the degradation of the environment; and the compelling case for taking action on issues relating to corporate accountability and citizenship.

In the context of South Africa, it also coincided with the dawning of democracy and the need to kick-start a profound process of political, social and economic transformation. 

Two years later, the King Report on Corporate Governance was published. Its primary purpose was, and remains, to promote the highest standards of corporate governance in South Africa. Unlike its counterparts in other countries at the time, the King Report went beyond the financial and regulatory aspects of corporate governance by incorporating the fundamental responsibility every company has to adhere to the principles of good social, ethical and environmental practice. 

The publication of the King Report was a landmark event and the catalyst for change both in corporate responsibility and accountability. Many of the far-reaching recommendations contained in the report have been incorporated in social and political transformational legislation. Some of the more significant have been the Labour Relations Act of 1995; Basic Conditions of Employment Act 1997; Employment Equity Act 1998; and the National Environmental Management Act of 1998. It also led to comprehensive revisions in the listing requirements of the JSE Securities Exchange SA to ensure that they are in line with international best practices.   

The on-going work of the King Committee led to the publication in March 2002, of a revised and updated set of recommendations in what has become known as the King II Report on Corporate Governance. It augments the 1994 Report, takes account of developments that have taken place in the interim and recommends the minimum practices that should be adopted by South African companies listed on the JSE Securities Exchange SA, the corporations falling in the South African Finances Services Sector and enterprises performing public functions. All other companies are encouraged to adopt the principles as far as they are applicable.  

The section of the King II Report on which I would like to focus, and which encompasses some of the most significant changes from the Report of 1994, is the section on integrated sustainability reporting. 

King II’s guidelines for sustainable development are consistent with international best practices and encompass – in addition to safety, health and the environment – stakeholder relations, business principles and ethics and socio-economic transformation, including Black Economic Empowerment. A month ago Mervyn King called for the standardisation of reporting guidelines and measurements. Adoption of the reporting standards released by the Global Reporting Initiative (GRI) at the end of August 2002, is currently under consideration. 

While King II gives a clear and concise definition to the concept of the “triple bottom line”, the GRI reporting guidelines will provide the framework that will allow investors and other stakeholders to evaluate and compare corporate reports on performance in all of these areas in an equitable way.  

The King Committee and the world in general, has learnt that the pursuit of economic growth does not on its own lead to improvements in social equity or environmental welfare. Guidelines and standards are needed to ensure that sustainable development means building long-term and evenly balanced partnerships among all the key players in economic policy, social development and environmental management.  

Notwithstanding the challenges associated with achieving triple bottom line reporting, I would like to suggest that we need to include, in the case of mining, a fourth factor. Furthermore I propose that we do so now in a proactive manner, because I believe that the “quadruple bottom line” should in time become the recognised standard in the mining industry. The fourth factor is mineral resources - the lifeblood of our industry.  Mineral resources are finite, non-renewable and, through the process of mining, constantly depleting.  And while new and innovative ways are constantly being found to recycle and extend their use, in the final analysis their life cycle is finite. The need to take concrete steps to use resources wisely and in a sustainable manner, both through technology and through innovative and responsible management, is imperative. We must take full responsibility and be prepared to be called to account by our customers, employees, shareholders, regulatory authorities and society as a whole for the manner in which we manage the resources we are licensed to extract from the earth, and those that we expend in the process.  For this reason I am quite encouraged by the emergence of Mineral Resource Management as a separate discipline in the fields of mining and geology, deserving the attention of managers and technologists alike.

Sustainability and the licence to operate are inextricably linked and will be determined more and more by the way in which we balance the score card, than by the simple figure return we are able to generate on shareholders’ funds. 

In South Africa’s case, balancing the score card of sustainability cannot be fully and effectively addressed without redressing the imbalances of the past and including people previously disadvantaged in our vision for the future.  This brings me to the Mineral and Petroleum Resources Development Bill.

THE MINERAL AND PETROLEUM RESOURCES DEVELOPMENT BILL

South Africa’s mineral resources and the issues of ownership, management and utilisation lie at the heart of the Mineral and Petroleum Resources Development Bill (“Mineral Bill”). 

Since the earliest days of our mining industry, the rights to the minerals beneath South African soil was largely a function of who discovered them first and who owned the land.  Regulations governing when and how these resources were mined and the need to mitigate their impact on the environment, were for all intents and purposes non-existent. 

Our history is furthermore not complete without building into the equation the discriminatory legislation of the 1913 Land Act, which barred black South Africans from owning land. 

Not surprisingly, over the past 100 years or more, mineral rights and mining operations in South Africa have accrued to a relatively small number of powerful individuals and public companies.

Against this background, the ANC and its allies adopted a manifesto in 1955 – it became known as the Freedom Charter – committing the organisation to an egalitarian and democratic South Africa. It stated emphatically that ownership of the mineral wealth beneath the soil would be transferred to the people as a whole when the party came to power.

Since coming to power in 1994, the ANC’s economic perspectives and policies have changed and moderated quite significantly. Today the ANC is much more closely aligned with mainstream Western economic thinking and policy and it has positioned South Africa very favourably in the global economy.

The concept of nationalising the mining industry, as signified in the Freedom Charter, has changed to the notion that the country’s minerals belong to the nation and that the State is the custodian thereof.  This principle is not out of line with policy of many Western democracies, and is one of the primary principles of the Mineral and Petroleum Resources Bill. Passed by Parliament in June this year, the Mineral Bill also embodies the commitment the government has made to its political constituency to proactively redress the inequities of the past and to promote black economic empowerment in all spheres and levels of social and economic activity.

The specific objects of the Act as outlined in section 2 of the Mineral Bill are to:  

· recognise the internationally accepted right of the State to exercise sovereignty over all the mineral resources within the Republic; 

· give effect to the principle of the State's custodianship of the nation's mineral resources; 

· promote equitable access of the nation's mineral resources to all the people of South Africa; 

· expand opportunities for historically disadvantaged persons to enter the mineral industry and to benefit from the exploitation of the nation's mineral resources; 

· promote economic growth in the Republic; 

· promote employment and advance the social and economic welfare of all South Africans; 

· provide for security of tenure in respect of prospecting and mining operations; 

· give effect to section 24 of the Constitution by ensuring that the nation's mineral resources are developed in an orderly and ecologically sustainable manner;  and 

· ensure that holders of mining rights contribute towards the socio-economic development of the areas in which they are operating. 

These underlying principles of the Mineral Bill have been widely accepted within the industry and formally supported by the Chamber of Mines of South Africa. The problem that arose in July and August, and which enjoyed extensive media coverage, was not related to the Bill, but to the drafting of the broad-based socio-economic empowerment Charter, stipulated in terms of section 100 of the Bill.  This section of the Bill states that “to ensure the attainment of Government’s objectives of redressing historical, social and economic inequalities as stated in the Constitution, the Minister must within six months from the date on which this Act takes effect, develop a broad-based socio-economic empowerment Charter that will set the framework, targets and time-table for effecting the entry of historically disadvantaged South Africans into the mining industry, and allow such South Africans to benefit from the exploitation of mining and mineral resources”.

THE MINING CHARTER

In terms of the Mineral Bill, the Charter is therefore required to specifically address how some of the objects of the Act dealing with the expanded opportunities for historically disadvantaged South Africans and the socio-economic development of communities in areas where mines are operating, can be achieved.

On the 26th July the government’s first draft of the Mining Charter was leaked to the media.  Section 4.7 of the draft charter called for “Government and industry… to negotiate the transfer of ownership of at least 51% of mining industry assets to historically disadvantaged South Africans within the next ten years”. Clearly this target was financially unattainable and, given that the draft Charter saw a role for the Development Bank and the Industrial Development Corporation in this process, the immediate perception was that the government was contemplating nationalisation of one of the most important industries in South Africa.  Within days shareholder investments and the capitalised value of mining companies on the JSE Securities Exchange fell by tens of billions of Rands after large-scale withdrawal of overseas investors from our markets.  Top-level meetings were convened and in a joint statement with the industry and unions, the government announced that the draft “did not in any way represent official government policy or position”.

Following the joint statement, a multi-lateral working team consisting of senior representatives from government, organised industry via the Chamber of Mines, labour unions and several other representative groups from the mining industry met to develop a draft charter that would support the fundamental objectives of the Mineral Bill while at the same time protecting the value of the industry.  Several intensive meetings have been held and good progress has been made with the drafting of a charter that would serve South Africa and the mining industry well.

I am privileged to be part of the working team that has been developing this draft charter and can attest to the serious intent of all parties to develop a charter that will facilitate the implementation of the Minerals Bill in a practical and affordable manner without damaging the industry.  I believe this to be possible and, in the spirit of peaceful and pragmatic transformation that has characterised our country over the past decade, I believe the charter will eventually support the same manner of transformation in the mining industry.

CONCLUSION

What can be learnt from all this that would be applicable to a conference of this nature?

Firstly, the context within which techical people in the mining industry will have to do their work, is changing.  Change is coming at us at increasing speed and from all directions, including from many non-technical sources as I have outlined here today.  

Secondly, the mining engineers and technologists who are going to succeed and build the mines of the future and continue to provide the world with the minerals and metals it needs to grow and prosper, will be those who accept the need for change and embrace it as the way to build a better world for ourselves and the generations that will follow.      

In the context of the few factors I discussed today, the engineer or technologist involved in surface mining can no longer limit himself solely to the technical and financial aspects of his or her task, but will have to incorporate in the design factors such as safety, health, environmental management, social investment, capacity building, community development, resource optimisation and many others.  It is also important to recognise that the impact of such factors may start well before the production of the first ton of ore and will continue well after the last ton has been mined.

In practical terms it will mean the technical design will have to be supported by

· Earlier and more extensive consultation with all stakeholders such as local communities, landowners, new business partners, employees, trade-unions and government at every level;

· More comprehensive business models that include not only technical and financial parameters, but which also address the social, environmental and governance issues;

· Transparent communication on all aspects of business to a wider spectrum of stakeholders and audiences;

· Comprehensive reporting on a “quadruple bottom line” basis;

· More stringent governance of all aspects of the business from cradle to grave, ie from early exploration to final closure of the operations after mining.

Ladies and gentlemen, I hope that I have succeeded in pointing out to you that the technical world of the engineer and the technologist has become more complex as a result of many new demands brought about by the need for this generation to look after its own development in a manner that allows future generations to do the same.

This sentiment was also captured in the regional report for southern Africa of the Mining, Minerals and Sustainable Development Project issued in February this year:

“Global environmental issues, such as biodiversity and climate change, now influence the ways in which mining companies have to act when deciding where and how to mine, as well as throughout the mining process and after mine closure.  Since the livelihoods of many of southern Africa’s people depend on the land, mining can have far-reaching impacts, not only on natural systems, but also in the people who depend on these resources for their livelihoods.”

I believe mining can play a major role in sustainable development, particularly here in southern Africa. I also believe the deliberations at this conference, in the context that I have outlined, can contribute significantly towards meeting the biophysical environmental challenges that face the mining and minerals sector as well as the socio-economic challenges that face us all in our daily lives.

Ladies and gentlemen, thank you for your attention, and may I wish you a most enjoyable and rewarding conference with sustainable consequences. 


