The Performance of the Mining Industry in 2007
The global mining industry witnessed significant developments in 2007. The most notable, was the record-breaking price of gold through the year. China’s ranking as the world’s largest gold producer was another epochal issue.

The Gold Fields Mineral Survey of 2007 reported a global gold production of 2,475.90 tons in 2007, a marginal decline of 0.41% on the 2,486.20 tons produced in 2006. 

The gold output of South Africa, hitherto the leading gold producer declined by 8.73% to 269.9 tons in 2007 due mainly to lower ore grades, safety-related mine closures as well reduced electric power supplied to the mining industry.

China, now the highest gold producing country in the world improved upon its 2006 production of 247.2 tons by 13.47%, contributing 280.5tons to global production in 2007. 
The price of crude oil also reached unprecedented levels in 2007 with the geopolitical tension contributing to global crude supply insecurity and shortfall.  This coupled with the phenomenal growth in demand of crude oil, particularly in China and India, underpinned appreciation of the price of crude oil. The seeming meltdown of the US economy, as a result of the sub-prime mortgage crises and other domestic challenges led to a softening of the US dollar. Therefore a combination of demand and supply factors as well as a weaker US dollar pushed the price of crude oil to new highs.

The positive correlation between the price of crude oil and that of gold as well as declines in gold supply combined to increase the price of gold in 2007. In addition fears of global inflation on the back of high crude oil prices, pushed investors to gold as an investment haven, thereby increasing demand for the metal.
Ghana’s mining industry was not insulated from the high crude oil price as well as the electric power supply crises that hit the country through 2006 to September 2007. In spite of the power crisis Ghana’s mining industry endeavoured to maintain production. Mining companies reordered their production and maintenance schedules to minimise output losses. In doing this, the producing mining companies collaborated with the VRA and the ECG, the national power producer and main power distributor in the country. The higher complement of thermal derived power in the energy mix ensured a higher power cost for the mining industry which is itself a high power intensive sector.

The mining industry performed creditably in 2007. It contributed immensely to the performance of industry in Ghana. The Mining and Quarrying sub-sectors grew by 30% while total industry grew by only 7.4%. Thus, Mining and Quarrying, made up for the dips in the Manufacturing and Electricity and Water sub-sectors of industry.
On the broader economy, gold accounted for about 39% of gross export revenue, reinforcing the precious metal’s position as the country’s leading export earner. The mining industry therefore contributed appreciably to the country’s balance of payments position in 2007.
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Total mineral revenue was up from US$1,419,974,200 in 2006 to US$1,793,343,307 in 2007, an increase of 26.29%. Gold revenue increased by 28.93% from US$1,327,455,774 to US$1,711,511,381 in the same period.

The increase was on account of an appreciation in gold output by 10.79% from 2,244,680 ounces in 2006 to 2,486,821 ounces in 2007 as well as an increase in realised price of gold from US$591 per ounce in 2006 to US$688 per ounce in 2007.
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The increase in gold production was due mainly to a full year’s production of 454,212 ounces at the Newmont Ahafo mine, the mine having produced for only two quarters in 2006. Additionally, mid-tier producers, Golden Star Bogoso Prestea and Golden Star Wassa increased output by 20.50% and 29.12% respectively on those of 2006. Chirano Gold Mines another mid-tier producer also increased its production by 13.11% on that of 2006. Precious Minerals Marketing Company’s (PMMC’s) purchases from small-scale mines went up by 50.13% over the same period. Therefore, as output increased at mid-tier and small-scale mines in 2007, that of large–scale mines with the exception of Newmont, was generally lower on that of 2006 production. 
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The Obuasi mine of Anglogold Ashanti produced 359,961 ounces of gold in 2007 compared to 387,093 ounces in 2006, a drop of 7.01%. The decline was on account of reduced volume of ore mined although recovered grades improved marginally. A plant shut down for 11(eleven) days in the third quarter as well as the power outages during the year also contributed to the decline in output.
AngloGold Ashanti Iduapriem’s output was also down 3.81% to 185,158 ounces from the 192,438 it produced in 2006. The gearbox failure in the first quarter of the year and the fire outbreak at the main sub-station which affected one of the two transformers that supply power to the mine adversely affected production. Crusher problems also impacted output.  
The AngloGold Ashanti group therefore produced 545,119 ounces of gold representing a 12.08% drop on its outturn in 2007.

The Golden Star group made up of Golden Star Bogoso Prestea and Golden Star Wassa produced 254,039 ounces of gold in 2007 compared to 203,841 ounces in 2006, representing an increase of 24.63%. 
Golden Star Bogoso Prestea’s output was 127,994 ounces, up by 20.50% on the 106,222 ounces produced in 2006. The mine commenced commercial production at its 3.5 million tonnes per annum capacity BIOX sulphide processing plant on 1st July 2007 having completed the construction and commissioning of the plant during the year which  allowed the company to process its refractory sulphide ore.

Production at Golden Star Wassa was also up by 29.12% on the 97,619 ounces it produced in 2006 on the back of higher grades and improved recoveries. 
Chirano Gold Mines had a second full year production with an outturn of 136,414 ounces in 2007 compared to 120,600 ounces produced in 2006. The 2007 performance was 13.11% higher than that of 2006.

PMMC’s purchases from the small-scale mines continued its impressive run in 2007, accounting for 10% of total gold production. 
The purchases from the small-scale miners increased by 50.13% from 159,415 ounces in 2006 to 239,331 ounces in 2007.  The purchases from small-scale mines in 2007 were higher than outturns at Golden Star Prestea Bogoso, Golden Star Wassa, Chirano Goldmines, Central African Gold, AngloGold Ashanti Iduapriem and Gold Fields Damang. Thus, with the exception of majors namely, AngloGold Ashanti Obuasi, Gold Fields Tarkwa and Newmont, Ahafo, small-scale miners’ cumulative output purchases was higher than that of all other individual mining companies.
Gold Fields Tarkwa’s output declined by 9.23% from 720,877 ounces in 2006 to 654,352 ounces in 2007.  Whilst the mine achieved record tonnage mined and plant throughput in 2007, the overall grade recovered from the CIL plant was lower than in 2006, owing to declining head grade. Thus lower grade recovery mainly accounted for decline in output from the mine.

Production at Gold Fields Damang, the other member of the GoldFields Group also went down by 17.62% from 217,817 ounces in 2006 to 179,439 ounces in 2007. This was as a result of equipment failure in the primary crusher resulting in a critical shut down and loss of several days crushing of high grade ore. Additionally, metallurgical recovery declined in the fourth quarter of the year as a result of low availability of the CIL tanks. 
The cumulative output of the Gold Fields group was 833,791 ounces in 2007 compared with 938,696 ounces in 2006, a decline of 11.18%.

Output at the Bibiani operations of Central African Gold, in 2007 was 23,915 ounces compared to the 40,425 ounces Anglogold Ashanti produced from the mine in 2006.  

The mine’s tailings re-treatment operation performance was disappointing as a result of a number of short-term difficulties which are expected to be resolved soon.
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PMMC’s purchases of diamond from small-scale miners were down 13.72% from 970,751 carats in 2006 to 837,586 carats in 2007.

Shipment of manganese declined by 29.62% to 1,167,339 tons in 2007 from 1,658,701 tons in 2006. Several reasons account for the decline, prominent of which was a strategic decision of the Ghana Manganese Company to revise its marketing and operational targets, resulting in on average lower volumes and grades of exports, better pricing, more efficiency and longer life of mine.

Revenue from manganese was down by 10.40% from $39,932,287 in 2006 to $35,778,281 in 2007.
The Ghana Bauxite Company’s bauxite shipments dropped from 885,770 tons in 2006 to 748,232 tons in 2007, representing a 15.53% decline. Bauxite revenue followed the same trend falling by 12.75% from $22,564,545 in 2006 to $19,686,731 in 2007.
CHALLENGES

Whilst the price of gold reached record highs in 2007, so were the costs of key inputs to the mining industry. For instance cyanide cost increased by about 45% and diesel fuel costs went up by about 35% on account of the record breaking price of crude oil. 
Related to the price of crude oil are the costs of rubber products such as earthmoving equipment tyres and rubber liners which increased in tandem with the price of crude oil.

In an environment of general high metal prices, the cost of other inputs such as earthmoving equipment, explosives and labour went up correspondingly.  The average cash costs of gold producers therefore increased from $364 per ounce in 2006 to $489 per ounce in 2007, whilst the average realized price of the metal was $591 per ounce and $688 per ounce for the same period. 
The mining industry, an extremely energy intensive one, was adversely impacted by the energy crisis which ended in September 2007. To avoid the curtailment of production, mining companies had to rely on the more expensive stand-by generating sets to make up for the short-fall from the national grid. At the peak of the crisis, mining companies spent about US $8.5 million per month to generate additional power to run their plants.

Besides this additional cost, a consortium of four mining companies acquired an 80MW thermal power plant at a cost of about US$50 million to meet any supply shortfall to them from the national grid and the rest fed into the national grid for supply to other consumers.

Security threats at mine sites were a major challenge in 2008. AngloGold Ashanti’s Obuasi mine continued to battle illegal miners who do not only steal ore from the mine’s concession but also steal cables and other valuables from the company’s stock and damage other strategic national assets such as electric pylons. The situation came to a head, when in a particular incident, the illegal miners cut and stole live cables that resulted in the trapping of 22 employees underground. Besides AngloGold Ashanti, illegal miners also continued to encroach the concessions of Golden Star Bogoso Prestea and Gold Fields Damang with dire consequences on these mines’ operations.
The perennial problems the bulk ore producing mining companies, Ghana Manganese Company and Ghana Bauxite Co. experience in hauling their ore to the Takoradi Port continued in 2007. The inability of Ghana Railways Company to particularly transport adequate quantities of bauxite ore from the Ghana Bauxite Co mine at Awaso to the Takoradi Port has pushed the mine to the brink. This situation threatens the mine’s recapitalization plans. 
Outlook

Prospects for the industry are bright on the back of expansion projects taking place at almost all the mining companies. In particular the decision of Golden Star Bogoso Prestea, Central African Gold, Chirano Gold Mines and possibly Gold Fields Damang to mine underground bodes well for the mining industry. However these prospects could be blighted by high input costs.
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