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I. Introduction

1.

3)

The Expert Consultation on the Governance of mineral resources in the Southern African Development
Community (SADC) Region was held at SaferAfrica in Pretoria on 25" August 2006. A total of nine expert
participants were drawn from member states, national and regional non-governmental organisations, research
institutions, multi-lateral organisations and the business community (see participants list, Annex A).

The consultation aimed to initiate exploratory discussions on the minimum standards that should govern the
management and use of mineral resources in the SADC region, including the identification of implementation
and monitoring mechanisms. The meeting sought to begin to generate critical information and analysis of the
state of resource governance in order to inform the participation of the SADC region in the AU-led continental
process towards the development of minimum standards for the governance of natural resources in Africa.

The consultation was sponsored by the Conflict and Governance Facility of the European Union (CAGE) and
the South African National Treasury.

‘ [1. Context: African Peace and Security Agenda and Architecture

4)

)

6)

7)

The consultation started with welcoming remarks by the director of the Peace and Security Programme at
SaferAfrica, Brigadier-General JG (Pal) Martins, in which he outlined the niche of SaferAfrica and
contextualised the current meeting in terms of the larger continental process towards the development of
minimum standards for the exploitation and management of natural resources. Followings these remarks, Dr.
Monica Juma explained the aim and rationale of the consultation, urging participants to focus on issues around
what constitutes a strategic mineral, best practices, gaps and challenges in the governance of mineral resources,
and the elaboration of recommendations on the way forward. Dr. Juma also pointed out that accurate and
comprehensive information should be the bedrock upon which sound policies are developed.

Mr. John Rocha from SaferAfrica gave a presentation on the African peace and security agenda (APSA) and
architecture that provided a background and framework to guide subsequent presentations, comments and
analysis. The presentation underscored the indivisibility of Africa’s peace and security priorities and highlighted
the instruments and mechanisms created to prevent and resolve conflict at continental and regional level. Mr.
Rocha explained that the APSA recognises the nexus between natural resources, conflict and underdevelopment
and that the continental vision espoused by the African Union and NEPAD is that of the inter-connectedness of
peace, security and development, underpinned by the notion of human security. In this regard, mineral
resources, if governed appropriately, have the potential to serve as the engine of growth and development at
national, regional and continental levels, in the interest of long-term human security on the African continent.
The presentation also noted that Article five of the SADC Mineral Code, which calls for the adoption of
common standards, validates the objectives of the expert consultation and, more importantly, underscores the
urgency of the matter.

At the AU-NEPAD Peace and Security consultations in February 2003, the need to generate “minimum
standards for application in the exploitation and management of Africa’s natural resources in areas affected by
conflict,” was identified as one of the eight priority areas that together constitute the African Peace and Security
Agenda. At the core of this agenda is the need to engage in the prevention, management and resolution of
conflict in a proactive fashion.

The aim of continental minimum standards on the exploitation and management of natural resources is to ensure
that states have the capacity to prevent, manage and resolve conflicts related to resources, to enhance the value



of these resources through adequate management, and improve their negotiating power with other stakeholders.
The minimum standards will apply to all countries regardless of whether they have experienced conflict.

‘ [11. Overview and outlook

8)

9)

Dr. Paul Jourdan, CEO of Mintek, gave an overview of the scope of mineral resources in SADC and their
economic importance to the region. He pointed out that SADC is comparatively rich in mineral resources such
as chromites, gold, uranium, platinum group metals and manganese. But he cautioned that while this might be
the case, the lack of information or comprehensive surveys in most SADC Member States made a proper
estimate of the mineral resources in the region difficult. Dr Jourdan’s presentation pointed out that the strategic
importance of mineral resources in SADC has been compounded by an increase in global demand for minerals,
especially with the entry of China into the African market.

With regards to governance regimes, Dr Jourdan stated that many SADC countries have mining codes based on
the World Bank model, which aims at minimising risk to companies by automatically attaching exploitation
rights to exploration rights (automaticity). He argued that for SADC to maximise the contribution of its mineral
resources to sustainable development, automaticity should be eliminated in low risk areas, or areas in which the
presence of minerals is already known. In those areas, a delineation license/auction system would ensure
competition and grant licenses to companies based on their contribution to infrastructural development,
up/down stream investment, equity, rent-sharing and other development objectives.

10) Because mineral resources are finite and therefore not sustainable, it is important for governments to use them

to kick start sustainable development. This can be achieved through: a) using mineral rents for development; b)
developing downstream mineral processing; c¢) using the mining industry as a market to develop input
industries; and d) technical migration, in which research and development undertaken by or for the mining
industry contributes to the development of human resources and technologies that can migrate laterally into
other sectors. For instance, the Spatial Development Initiative seeks to promote resource based development in
this manner, using mineral resources to fund the development of infrastructure that will support other
sectors/industries. As a way forward, Dr. Jourdan recommended the creation of a common governance
framework for exploitation and management of mineral resources in the SADC region to take advantage of the
current sellers’ market; as well as focus on the zones of highest economic potential to kick start development in
the region.

11) The presentation and discussion highlighted a number of challenges facing the region with regard to the

governance of mineral resources, and suggested a number of ways to enhance their contribution to human

security. It was suggested that since mineral resources are finite and thus unsustainable, the focus should be on

how mineral resources could generate growth in other sectors of the economy to maintain a viable economy
even after the closure of mines. The following issues were emphasised:

a) The need to differentiate exploration from delineation;

b) The need to prioritise resources and build capacity (human and institutional), at national and regional
level, as a basis for the implementation of mineral reform policies and programmes in a way that benefits
the poor;

¢) The need to improve and standardise geological information to ascertain the scope and extent of mineral
resources in the region and the continent;

d) Regional common standards with regard to exploration, exploitation and management of mineral
resources could serve as pillars to foster deeper and meaningful regional integration ;

e) The need for integrated mineral resource management policies and programmes, with linkages to other
relevant natural resource regimes (eg water) and economic sectors. These policies and programmes should
promote linkages to up and downstream industries and value addition;

‘ V. Review of Existing Governance Regimes and Discussion of Best Practice, Gaps and Challenges

12) In order to develop a comparative perspective of governance regimes in the region, and to learn from experience

at national and regional levels, a brief analysis and discussions of existing governance frameworks was



13)

14)

15)

16)

undertaken focussing on Angola and Mozambique as case studies with the SADC Mining Protocol and other
regional instruments providing the overarching framework.

From a regional perspective, the SADC region has put in place various policies and governance regimes
addressing issues relating to: business climate and mineral development, participation in ownership and
management, people issues, environmental management, regional co-operation and broader governance issues
such as regulation and promotion, management of mineral revenues, the role of national, provincial and
municipal authorities as well as stakeholder consultations. A periodic review of member states is also conducted
to assess the significance of mining to the economy, foreign investment regulations/requirements, mining fiscal
regimes, minerals administration systems, mineral development policies, artisan and small scale mining, gender,
skills development as well as research and technological development.

In this regard, the meeting expressed the view that ensuring the implementation of the SADC Mining Protocol
would require standardisation across Member States of: technical and engineering requirements, geology, health
and safety, skills, training and qualifications, environmental regulations, social obligations and regulations, as
well as mineral valuation standards. In terms of alignment, action is required in the following areas: exploration
and mining licensing; land rights and tenure; mining fiscal regime; minerals marketing; minerals processing and
value addition; minerals cluster development; institutional frameworks; artisan and small scale mining; gender
parity; labour policies; cross-border movement of minerals skills, minerals, capital, goods and services;
investment regulations, economic and political framework; customs and tariffs; and product security. In order to
ensure and assess progress in implementation, effective monitoring and evaluation mechanisms need to be put
in place, including assessing the availability of geological data and information on exploration activities. In
addition, the need to adequately regulate and strengthen artisanal and small scale mining (ASM) was also
deemed an imperative, through information dissemination, access to capital and other measures that seek to
reinforce the administrative and operational capacity of the ASM sector, particularly in light of the need to
eradicate poverty and address the scourge of high levels of unemployment confronting most SADC member
states.

At the national level, mineral development policy varies and is contingent on the development priorities and
strategic approach to development of each country. With very few exceptions, the state exercises sovereignty
over natural resources, with mineral rights mostly vested in the state, which permits exploration and
exploitation through licensing. From the discussions, there is a position that mineral development policy and
regulation should be informed by the regional position as outlined in the various regional instruments such as
the SADC Treaty, Mining Protocol, and Regional Indicative Strategic Development Plan (RISDP) in order to
enhance the drive towards deeper and meaningful regional economic and political integration. Thus, given the
prominence of mining in the national economies of SADC member states, individually and collectively, the
exploitation and management of mineral resources within the region needs to be undertaken in a manner that
enhances the broader national and regional development strategies. There was a strong feeling that artisanal and
small scale mining needed to be properly regulated as a means to (i) scale up the participation, in terms of
ownership, of the African populace; (ii) strengthen the technical and technological capacity of indigenous
private sector; (iii) ensure the viability and sustainability of ASM operations; and (iv) enhance the role of
African-owned enterprises in the mainstream economy at the global, continental, regional, national and local
levels.

In summary, discussions on the existing governance regimes in SADC member states addressed the following
issues:

a) The need to promote mineral resources as a driver of development in the SADC region;

b) The need for harmonisation of laws and policies dealing with various aspects of mineral resources
development at national and regional level;

c¢) The value of regional producers’ organisations, such as the Association of African Diamond
Producing Countries, from a marketing, production and management perspective;

d) The need for reliable information to ascertain the scope of mineral endowment in the region, and for
information-sharing between member states to keep abreast of developments (international,



continental, regional and national) that might impact on the effective and sustainable management of
mineral resources;

e) The need to generate indigenous capital for local exploration and exploitation in order to enhance
African ownership;

f)  The imperative to factor in broad regional and national development objectives when elaborating
mining policies and legislation, while creating linkages and alignment with the governance of other
natural resources;

g) The importance of subjecting mining laws to periodic review to capture changing reality and ensure
flexibility as well as adaptability;

h) The importance of community participation in the exploitation and management of mineral resources
and the benefits they generate. The promotion and regulation of small scale mining can enhance local
participation;

i)  Decentralisation and de-concentration of the management of minerals from the national to the local
level as a means to improve the capacity for implementation and monitoring of mineral laws and
policies;

j)  The importance of promoting linkages of the mineral sector to other sectors of the economy, and of
planning for sustainability after depletion of minerals, through requiring minimum local content and
value addition, diversification and the creation of future funds;

k) The need to leverage existing capacity or build the capacity of other government agencies (e.g. for
customs, border control and security) whose effective functioning is linked to the governance of
mineral resources.

‘ V. Discussion: Policy and strategic issues

17) In the discussion on the strategic value of mineral resources to the region and continent, participants reflected
on issues such as how to determine the economic, social and political value of mineral resources, as well as
determining present versus future value. Mineral resources located in SADC member states may also be
considered strategic by countries outside the region. It was noted that a mineral that is considered strategic in
one country might not be strategic in another. Furthermore, a mineral’s strategic importance also depends on the
development stage of the economy and the development objectives of the state.

18) Participants noted the complexity of finding a common definition for the strategic value of mineral resources,
but suggested a number of criteria that could be used in determining the strategic value of mineral resources to a
member state, or to the region. These included:

a)
b)

<)
d)
e)
f)

The contribution of the mineral to the economy (global, continental, regional, national and local);

The extent to which other sectors of the economy are linked to or dependent upon the mineral (eg coal in
South Africa);

The relative impact of the loss of access to that mineral on the economy or the society;

The political value, domestically and internationally, of having access to the resource;

The availability or scarcity of the resource;

The extent to which the mineral can contribute to achieving a country’s development objectives;

19) In this regard, the following recommendations were made:

a)

b)

©)

It is important for the SADC region to develop a vision of what role mineral resources can and should play
in sustainable development and then develop a strategy to achieve the vision. The strategy should be
flexible to adapt to a changing global and regional context;

The interrelatedness of mineral exploitation and processing in the region, based on the comparative
advantage of member states could inform greater integration in the region;

Given the strategic value of mineral resources, increasing government capacity to manage mineral
resources should be a priority.

20) In the discussion on policy and strategic issues, participants noted that good governance is imperative for the
region’s development. Some of the issues raised in relation to a regional approach to mineral resource
governance included:



)

b)
©)
d)
e)
f)

The importance of defining what constitutes a strategic mineral resource. To whom, when and how is a
mineral resource strategic?

Mineral resources are imperative for Africa’s survival and development;

The need for regional cooperation and benefit sharing;

The need to provide for the relationship of mining to other sectors of the economy;

The need for harmonisation of legislation at national, regional and continental levels;

The importance of increasing state capacity and investing in human development;

VIl. Way forward: Recommendations

21) In the concluding session, the group proposed a set of recommendations for the way forward, based on the gaps
identified. The discussions over the course of the day coalesced around six key areas of focus for the
development of guidelines on the governance of mineral resources in the SADC region, including:

a)

b)

d)

€)

f)

The question of strategic importance:

i)  What constitutes a strategic mineral resource?

it) 'Who should control, protect and own geological information?

iii) Information dissemination and knowledge creation is very important.

iv) Standardised terminology and common methodology

v) Collecting critical, correct information on the strategic value of mineral resource governance for
effective policy formulation and implementation

Capacity issues:

i) Increase state capacity to formulate, implement and monitor mineral policies and laws;

ii) Flexibility and review of ongoing practices to align standards and reflect changing reality;
iii) The need for coordination with other sectors of the economy;

iv) The need for systems that maximise internal revenue for exploration and exploitation;

v) Promotion of valued addition prior to export;

vi) Entrepreneurship development.

Alignment of laws and policies:

i)  Need for the harmonisation of national, regional and continental frameworks;

ii) Mobilise other sectors in support of the mining sector;

iii) Capitalise on comparative advantages of member states in exploiting and processing minerals to
consolidate regional integration.

Governance issues:

i) Determining how mineral rights are granted;

ii) Management of exploitation, including its effect on labour, environment and industrial development;
iii) Separation of licenses for delineation and exploitation.

Long-term planning:

i)  Mine closure strategies;

ii) Planning for sustainable economic growth after depletion of minerals;
iii) Up- and downstream development.

Political will:

i)  Need to establish strategic linkages between mining and other sectors of the economy;

i1) Regional inter-dependence of countries with respect to mining as an engine of regional economic
development.




