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INTRODUCTION
COSATU appreciates the invitation from the Portfolio Committee on Mineral Resources to participate in the public hearings on the Mining Charter.  We note that the 2004 Mining Charter was only recently amended in September 2010.  Accordingly we seek clarification as to the role of the Committee in relation to any substantive concerns that may be raised in this process regarding the text of the amended version of the Charter to the extent that this exceeds the oversight function of this Committee.  Here we are mindful of the fact that in terms of section 100(2) of the Mineral and Petroleum Resources Development Act of 2002 (MPRDA), development and amendment of the Mining Charter are the exclusive responsibility of the Minister of Mineral Resources.

Notwithstanding the above query, we support the initiative of the Committee in undertaking this process.  We note historically the role that the mining sector has played in the economy (and continues to play despite the contraction in many sections of the industry).  Exploitation of our natural resources has given rise to industry players that have a global presence and ensured the concentration of immense wealth generation in the hands of an elite few.  In contrast this has not translated into meaningful and tangible benefits for the majority of the population and the nation as a whole, to which South African mineral resources rightfully belong.  Neither has it translated into meaningful benefits for those most directly affected by mine operations, namely:
	Mining communities;

labour-sending communities from which migrant workers originate; and
the mineworkers on whose backs mega profits have been delivered to and concentrated in the hands of monopoly mining capital.

The structure of our economy remains mineral-dependant and is characterised by our reliance on mineral exports for foreign exchange earnings.  Where manufacturing exports have purportedly increased, we note the reality that these have been largely dominated by the core minerals-energy-complex, with petrochemical, basic iron and steel making up well over 60 percent.  Imports continue to be made up of sophisticated manufactured items such as machinery and equipment.  In other words our exports are still dominated by commodities that are subject to value addition and refinement into finished consumer and capital goods offshore, only to be imported back at the cost of the development of local industries and employment creation.

It is with this context in mind that black economic empowerment, that is meaningfully broad-based in nature, should be interpreted and implemented.  In other words transformation should entail as its objectives amongst others, the reversal of the racially skewed nature and structure of the economy as well as redistributory measures that ensure equitable access for all to the benefits arising from the exploitation of the nation’s mineral resources.

The original 2002 Mining Charter was the first of its kind and laid the basis for other sectoral Broad Based Black Economic Empowerment (BBBEE) Charters.  As such it recognised the need for more direct intervention of the state to ensure transformation in the mining sector.  To this extent we support in principle the decision of the Department of Mineral Resources (DMR) to amend the Mining Charter, noting the considerable lack of progress made in implementing the original Charter.


Comments on Specific Provisions of the Revised Charter

On Ownership
There has been a remarkably poor level of progress made in achieving the interim target of 15 percent by 2009 set down in the original Charter, and we note the requirement in the revised Charter to achieve the minimum target of 26 percent ownership by HDSAs (historically disadvantaged South Africans) by 2014.

We support the principle that this directed at, which is the deracialisation of a key sector of the economy.  However, we are of the view that greater emphasis must be placed on the broader-based elements of the transformation of the sector as a whole.  We must remain cognisant of the fact that natural resources vest in the nation.  Therefore there is a need for a process to discuss how this may be realised to ensure that benefits are actually enjoyed more broadly, including through the use of more social forms of ownership.

On Procurement and Enterprise Development
We believe that interpretation and application of the provisions on procurement and enterprises should be refined in order to promote the growth of local manufacturers and content, and thereby the creation of decent and sustainable employment.  This should be distinguished from merely preferring procurement from local suppliers who simply supply imported goods.  As the creation of decent work is an integral component of empowerment that is broad-based in character, we would go as far as to say that the principle of local production should have preference over narrow BEE.  Increasingly BEE companies are being used as fronts for importers, thereby using their preferred supplier status to undermine the development and growth of local industries.

In line with the above and the need to ensure that the economy is fully diversified, empowerment should be implemented throughout the value chain.  Accordingly emphasis on BEE entities should be on empowered manufacturers and industries as opposed to empower importers.

On this issue we note that the revised Charter has included the word “Enterprise Development” in the heading for this section, which was explicitly included in the original Charter.  We support this amendment and would like to emphasise that the focus should be on real “enterprises” that are engaged in substantial value-adding and therefore entail broader benefits for the economy as a whole.

The revised Charter sets specific targets, which include the procurement of a minimum of 40 percent of capital goods and 50 percent of consumer goods from BEE entities by 2014.  Noting our comments above we are concerned that this provision makes no distinction between BEE suppliers that are importers as opposed to those who produce goods locally.  We are of the view that the implementation of this provision should be refined to give preference in proportion to the extent or that local content has been demonstrated.

Further we note that there is a requirement that multinational suppliers of capital goods annually contribute a minimum of 0,5 percent of annual income generated locally towards a social development fund for local communities.  We not opposed to this provision in principle.  However, our concern is that it does not far enough to ensure that multinationals enable more meaningful development in local communities.  This is where greater emphasis should be placed not only on local value-adding but in intensifying the principle of localisation.  In this respect we would stress that the promotion of employment creation and transfer of skills specifically for the communities directly affected by mining operations, since economic activities in these locations tend to be fewer.


On Beneficiation
In relation to beneficiation we note that the offset of the value of the beneficiation against HDSA ownership has been revised to a maximum threshold of 11 percent.  We are concerned that this would have the effect of being interpreted to subordinate the need to accelerate the development of local industries that are engaged in local beneficiation.

Further considering that value-adding or beneficiation is capable of being interpreted fairly widely to include very minimal processing of mineral commodities, we believe that there is a need for the refinement of this provision that distinguishes those industries that involved in the higher levels of beneficiation, especially the development of finished capital and consumer goods as well as strategic intermediate products that are vital as inputs for other local industries.

On Employment Equity and Human Resource Development
We note and support the various targets set down in the revised Charter in respect of employment equity and human resources development.  We are extremely concerned with the lack of progress in ensuring that mining companies are more representative demographically at all levels and occupations.

Human resources development and more specifically access to skills and education for workers is an integral component of implementing employment equity in a systematic way.  Notwithstanding our general support for these provisions in the revised Charter, we are of the view that more emphasis should be placed on the provision of educational opportunities and transfer of skills to ordinary workers employed at lower income scales.  This should include for example greater emphasis on Adult Basic Education and Training (ABET).

On Mine Community Development
We note and support the provisions in the revised Charter requiring that mining companies:
	invest in ethnographic community consultative processes prior to developing mining projects, and

conduct a assessment of the developmental needs of mining communities in order to identify relevant projects that they would invest in for the benefit of the communities.

Firstly, however, there is a need for clarity as to how meaningful consultation will will be enforced and so that it has a demonstrable impact on the process.  Secondly, there is a need to enforce delivery of undertakings to invest specific identified projects.

Further in line with our comments on beneficiation and procurement above, we are of the view that explicit emphasis should be placed on investment of employment creation in these communities, which are often primarily dependent economic activities directly or indirectly associated with the mining operation.  Mining operations are finite in nature depending on the extent of the reserves of the mineral resources being extracted.  There is therefore a need to ensure that sustainable and decent employment is created that is not entirely dependent on the life of a mine.

Migrant Labour
The original Charter had a provision on migrant labour that minimally stated “stakeholders undertake to ensure non-discrimination against foreign migrant labour”.  The revised Charter, however, makes no mention of foreign migrant labour.  As superficial as the original provision may have been, we believe that it at least constituted an acknowledgement of the hardship experienced by foreign migrant workers.

Consistent with global trends xenophobia tends to increase at times of high unemployment, with local workers perceiving foreigners as a threat and competition for jobs.  Noting the socio-economic and political factors (as opposed to perceptions around criminality) that drive cross-border migration within the SADC region particularly, there is a need for a concerted and continuous drive to counter xenophobia.

Further in addition to xenophobia and non-discrimination it is imperative to identify the specific needs that affect foreign migrant workers.  These include, for example the provision of social security arrangements that take into account their long-term residency status.

Conclusion
Owing to time constraints our comments here are not comprehensive.  Accordingly we commit to making ourselves available for engaging in what we consider to be an ongoing process.

In general we would like to indicate that welk support in principle the need to adopt a revised Charter in order to accelerate the pace of transformation in the mining sector.  However, noting our comments in this document we are of the view that there is need to ensure that it is interpreted and applied in a manner that ensures that the benefits realised are truly broad-based in nature.


