Presidential Address by Mr. Jurgen Eijgendaal, President of the Ghana Chamber of Mines, at the 81st Annual General Meeting held on Friday 29th May, 2009 at the M Plaza Hotel Accra.

Your Excellency, the Vice President of the Republic of Ghana

Hon. Minister of Lands and Natural Resources

Hon. Members of Parliament

Members of the Diplomatic Corps

The CEO, Vice Presidents and all Members of the Ghana Chamber of Mines

Distinguished Invited Guests

Colleagues

Members of the Media

Ladies and Gentlemen

It is an honour to address the 81st annual general meeting (AGM) of the Ghana Chamber of Mines and to present the Annual Report for 2008, a year which marked the celebration of an important milestone in the history of our business association, namely our 80th Anniversary. Our chosen anniversary theme “Life without mining is impossible” underlined the importance and economic necessity of our mining activities. However, we simultaneously showcased the enormous development the industry made during those 80 years, during which, themes like good corporate citizenship, health and safety, environmental control as well as social responsibility featured highly. 
As tradition requires the industry carefully selects a theme at every AGM and we are proud to introduce this year’s theme, “Mining and Sustainable Development: Meeting inter-generational challenges” .
Today, the world considers sustainable development as a system that ensures gradual growth and does not only serve the needs of current generations but ensures that future generations can mutually benefit and are not unreasonably hindered by the decisions made in the present. In the case of the extractive industries we are confronted with an even more difficult task due to the finite nature of the mineral resources we explore and mine.
In thinking about current and future generations the mining industry is seeking to generate wealth through the creation of jobs, payment of taxes and royalties, as well as contribute to overall national economic growth. Our members have set up foundations to eliminate poverty and promote the socio-economic development of their host communities. They have established interactive community based councils for dialogue and transparency. You will agree that these are all laudable initiatives that will serve the nation as whole and the host communities in particular. 
Over the past years we have demonstrated a clear track record in sustainable development by engaging with the local communities to gain better understanding of their legitimate needs. We also pursue issues of corporate social responsibility through the creation of sustainable alternative livelihood projects, setting up of Trust Funds funded through USD1 per ounce and in some cases also adding one per cent of pre-tax profit to the seed money of the Trust Funds. 

However, the industry truly recognizes that this in itself is not sufficient and we should not lean back in complacency. In the years to come, the mining industry shall continue to lead the way in the efficient usage of energy, water, land and minerals using technologically advanced, environmentally upgraded methods that promote conservation and efficiency in mining.  

In doing this we ensure that sustainability in our operations yield benefits for our host communities and also enhance our reputation and image. 
Our country rightfully has a high expectation of the mining industry to expand its socio-economic development and the Chamber has unambiguously committed the industry to the more holistic development of Ghana, and in recent years, to the support of a transformation strategy that will indeed bring more economic relevance through its linkages to and support of the local economy. 
Your Excellency, just as Government would be unable to achieve its imperatives without the industry’s active support, neither can the industry satisfy all our stakeholders without Government’s support. In moving forward together, I very much welcome His Excellency President J. E. A.  Mills’ call on mining companies to pro-actively act as a catalyst for national development. It is only through dialogue, discussions, cooperation and policy formation that we use mining to promote development. We very much look forward to these discussions and can assure Your Excellency of an even more creative and productive approach on our part. 
Now allow me to say a few words on issues that affected the industry during the year under review. 

Health and Safety
Through its members the Chamber promotes a healthy and safe working environment and undertakes training to raise health and safety awareness on our mines and in our communities.  

The industry fully acknowledges the seriousness of HIV/AIDS and Malaria and understands that they can have dire economic and labour implications for the mining industry if not controlled. As a result, the Chamber is determined to assist to minimize these implications through comprehensive, proactive HIV/AIDS workplace and malaria control programs, and commits itself to continue to provide support in implementing and sustaining such programmes. 

Our keenly contested annual inter-mine safety and first aid competitions have now been expanded to include competitors from Safety Brigades from mining communities.

Illegal mining 

The general state of insecurity and the spate of illegal mining were rather high during the year under reference. Several cases of illegal mining were reported at Golden Star Bogoso/Prestea Mines, Gold Fields Damang mines as well as AngloGold Ashanti Obuasi mine. Although the industry, through the Chamber, very much welcomes the support of legalized small scale mining, we should as stakeholders stand together to strongly curtail the rise of these illegal mining activities.
Power cost

The upsurge in the price of crude oil (US$ 147 per barrel in July 2008) necessitated a corresponding increase in electric tariffs, due to the partial usage of light crude oil for the generation of thermal electric power. However, the tariff the Public Utilities Regulatory Commission (PURC) gazetted effective 1st July 2008, for special load tariff customers essentially affected mining companies and the steel manufacturing firms only. 

Although the price of crude oil fell drastically in the fourth quarter of 2008 and the hydro component of the energy mix increased during the same period, the authorities did not reduce the power tariffs as was earlier indicated to the industry. 
The mining industry is of the opinion that current tariffs are inordinately high given the prevailing parameters that determine the tariffs. We therefore seek consultation and cooperation to ensure a continued competitiveness of the industry. At the same time we offer our expertise and determination to find long-term alternative solutions to the national problem of increased demand and limited supply.

Rail Transport

The limited and unreliable services rendered by the Ghana Railways Company in hauling manganese and bauxite ore from the respective mines to the Takoradi Port continued and aggravated in 2008. This was compounded by the 2 months strike action by workers of Ghana Railway Corporation (GRC) that curtailed services to the two bulk mining companies and undermined the general support the mining companies had given the GRC up to that point. To be able to meet their contractual obligations, the bulk mining companies contracted road haulage companies to transport their ore by road. In the main therefore the performance of the bulk mining companies were negatively impacted by their inability to use the most preferred and appropriate transportation method, namely railways. Although the general crisis of the Ghana Railway Company is a far more structural issue and goes beyond issue of transportation of bulk ore alone, we strongly recommend further dialogue and cooperation to bring a short-term solution to the ailing railway sector. As we speak hardly any meaningful railing activities take place in the country.

Environmental and Social responsibility

Your Excellency, in 2008, mining companies cooperated with the EPA and the Minerals Commission in adhering to the Environmental and mining Laws of the country. In addition, mining companies continued to voluntarily provide at immense cost, schools, potable water, electricity, health care and alternative livelihood programmes for mining communities.  In 2008 alone Chamber Members spent in excess of US$ 12.0 million on these voluntary social responsibility projects.
Whilst these have had a positive impact on the standard of living of the host communities, we continue to call on government to plough back at least 30 per cent of its share of the mineral royalties into infrastructure projects in the mining communities. We can assure you Sir that this will augment our industry’s efforts and cumulatively redound very well on Government and the host communities.

Industrial Relations

In the year under review the Chamber continued to engage with the Ghana Mineworkers and other Unions affiliated to the Chamber. The focus of the Industrial Relations engagement in 2008 was to develop the most superior workforce both internally and externally so that the industry, its employees as well as the wider membership could achieve optimum potential in service to stakeholders. 
The Chamber would like to commend all stakeholders on the peaceful and constructive labour atmosphere our industry has witnessed over the past years. Some key objectives of the engagement among others were to:

· Deepen collaboration between employers and employees to consolidate industrial peace and harmony for the development of the mining sector

· Develop and implement policies that address the evolving challenges related to recruitment, expatriate quota, post-employment income security, skills development and succession planning.

Local content

Local capacity building is part of sustainable development and will bring added value to the country at large.  Moreover, given the remote locations of most mines, significant value comes from increasing the local availability of goods and services. For example 63% of mineral revenue in 2008 was directly returned to the country through the Bank of Ghana as well as Commercial Banks. It is also noteworthy that the Industry deployed 22% of its revenue to procure inputs locally besides the 13% and 8% used to procure Diesel and Electric power locally. In total producing member companies procured 47% of all their inputs and 71% of their consumables locally during the period under review. 

We seek to achieve, inter-generational equity in mining by ensuring that opportunities generated from the industry boost other potential economic activities as wealth-creating ventures for future generations. This falls in line with the Chamber’s call to government to position mining as a growth pole that develops other industries. Over the years, the industry has spawned some companies such as Kingdom Transport, J River Farms, Carmeuse Lime Ghana Ltd., Labadi Beach Hotels and Ecobank while attracting other service providers like the Banks, Transport, Telephony & Telecommunications and also Hospitality Services to its areas of operations.

We thus look at the future with a lot of hope and would ensure the integration of the industry into the local economy, championing the need to attract Ghanaian investors into mining while encouraging government to mainstream mining as a growth pole for development. 

Now I would like to take you through the key performance figures of our industry

Speaking to you here today we have all witnessed the economic uncertain times we live in. The financial crisis also impacted on the industry’s 2008 performance, albeit in an ambivalent manner.

According to the Gold Fields Mineral Survey (GFMS), global gold output dropped substantially by 4%, year-on-year, from 2,473 tonnes in 2007 to 2,385 tonnes in 2008, the lowest level of production since 1995. China recorded a 3% increase in its gold output to maintain its position as the world’s largest producer of gold. 

Your Excellency, for the first time in about a decade, Ghana moved up to become the 9th highest gold producing country in the world. During 2008 the mining industry accounted for about 43.7% of gross export revenue, reinforcing its position as the country’s leading export earner and a major contributor to the country’s balance of payment position. 
Total mineral revenue rose from US$1.79 billion in 2007 to US$2.30 billion in 2008, representing an increase of 28%. Gold revenue was up 29% from US$1.71 billion to US$2.20 billion in the same period. The rise was as a result of the appreciation in gold output by 4% from 2.48 million ounces in 2007 to 2.58 million ounces in 2008 as well as an increase in average realized price of gold by 23.78% from US$ 688 per ounce in 2007 to US$852 in 2008. 

The crisis had a direct impact on the performances of the bulk ore producers in the country. Especially the global economic crises during the last quarter of 2008 reduced their performances and outlook. Despite this development manganese revenue increased significantly. The mineral realized an appreciation in revenue by 69% in 2008 compared to 2007. Its revenue increased from US$ 36.83 million US dollars in 2007 to US$ 62.34 million US dollars in 2008. 

The exceptional performance of manganese was as a result of a strategic decision of the Ghana Manganese Company to revise its marketing and operational targets, resulting in on average lower export volumes and grades, better pricing structure, more cost efficiency and a longer life of mine. Bauxite shipments were down 7.25% from 748,232 tons in 2007 to 693,991 tons in 2008. Conversely, bauxite revenue only increased by 1% from 19.68 million US dollars to 19.81million US dollars. PMMC’s purchases and export of diamonds from small-scale miners were down 28% from 837,586 carats in 2007 to 598,042 carats in 2008. 

Challenges

The price of inputs to the mining industry appreciated significantly in 2008 compared to 2007. The major cost drivers of the mining industry were diesel fuel, labour, electric power, transport and maintenance costs. Whilst the cost of diesel to the mines largely mirrored international prices, the mines had to pay significant premium for power, even in the period when the price of light crude oil had fallen sharply and the hydro component of the power generation mix had increased appreciably.

Thus, whilst the realized price of gold increased by 23%, the cash cost of gold producers appreciated by 33.13%.

Outlook

Your Excellency, the industry’s prospects look in 2009 largely mixed, with the gold subsector expected to do well. On the other hand, manganese shipments are expected to decline in response to reduced demand arising out of the downturn in the global manufacturing of steel. Bauxite shipments are not expected to improve given the current state of the western rail network as well as the relatively long road haulage distance the bauxite ore has to travel from Awaso to Takoradi. These constraining forces do not provide the Ghana Bauxite Company with many viable options.


In conclusion, the mining industry has been an essential contributor to growth and development in the past. It can and should continue to fulfill that role, working in new ways with shared priorities. As an advocate for the mining companies, we seek the collaboration and partnership of government for mining to be repositioned as a catalyst for development rather than a source of funds only. There are excellent opportunities for the country to harness the potential linkages between the mining industry and secondary industries in Ghana. 

Your Excellency, I would like to conclude by thanking you for making time and effort to be at our AGM, this is truly considered to be a high honour to our industry.

My appreciation also goes to the Auntie Joyce and her staff at the Chamber, and of course all my colleagues on the Executive Committee as well as the Council, for their forbearance and considerable contributions to the deliberations of the Chamber. 

Finally, to everyone here today, I thank you for your presence, patience and your continued support for the mining industry.

Thank you.
Jurgen Eijgendaal
President 

