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Mr. Chairman,

Honourable Ministers of State, 

Parliamentarians,

Captains of the Mining Industry, 

Distinguished Guests, 

Ladies and Gentlemen, 

1. It is an honour for me to be here today on the occasion of the 79th Annual General Meeting of the Ghana Chamber of Mines. The Chamber of Mines has indeed a long history in serving as a unified voice for the mining industry. 

2. The Chamber has been relentless in pursuing its mission of protecting the interest of shareholders as well as regulating the industry. Over time, it has expanded its scope of activities seeking also to development the communities and protects the environment in which they operate. 

3. The mining industry has long been an important pillar of economic activity and international trade. Prior to independence, Ghana was known as the Gold Coast because of the rich mineral deposits.  Today Ghana is the second leading gold producing country in Africa after South Africa, and ranked 10th in terms of world production of gold. The mineral deposits still in the ground provide a strong endowment to build a dynamic and robust economy. 
4. Records indicate that there were five vibrant mining companies in the early nineteenth century (these were Prestea, Tarkwa, Obuasi, Bogoso, and Konongo gold mines), out of which only the Obuasi mine (Ashanti Gold Fields) was flourishing. The industry came close to a collapse under state control at the time. By 1945, the gold mining sector was not attracting any new investments into the industry, leaving it mostly to artisanal and small scale operators

5. Mr. Chairman, it can be said that the growth experience of the domestic mining industry has mirrored closely that of the Ghanaian economy Against the backdrop of the weak economic conditions that prevailed in the 1960’s and 1970’s the mining sector suffered. The two major Gold mining companies, the State Gold Mining Company and the Ashanti Gold Fields (40% controlled by the government) saw a decline in production with little investment channeled into the sector. 

6. Gold production declined by 47 percent, diamond by 67 percent, manganese by 43 percent, and bauxite by 46 percent. During the period, GDP growth was volatile, inflation was persistently high and the country experienced severe balance of payments difficulties.

7. The industry began to recover in the late 1980’s helped in large part by incentives that the Minerals and Mining Law of 1986 provided investors interested in the sector. For example, the law made it possible to grant the investor exemptions from the Exchange Control Act in the form of retention schemes that offered a degree of protection against the risks inherent in exchange rate and price volatility, and restrictions on transfers. 

8. A number of regulations were introduced to rationalize atisanal and small-scale gold and diamond mining to discourage the disorderly exploitation of mineral resources and from despoiling the environment. 

9. These changes provide some stimulus to the industry and coincided with increased liberalization of the economy. This period saw rapid growth in the number of operators in the industry. 

10. There was a considerable increase in foreign investment, and the number of companies operating in the industry. The sector’s contribution to GDP has increased from 1.3 per cent in 1991 to an average of 5 per cent in recent years. Mineral exports account for about 37 per cent of Ghana’s total exports, of which gold is the most important accounting for over 90 per cent of total mineral exports. It is estimated that the industry employs about 15,000 Ghanaians in the formal sector; over 500,000 in the small-scale gold, diamond, sand winning and quarry sectors and 6,000 in mine support services. 

11. Mining companies pay 3%-6% of their revenue to Government as Mineral Royalties. These payments amounted to ¢240 billion in 2005. The sector’s contribution to Ghana’s total corporate tax earnings has averaged around 12 per cent for most of the recent years. 

12. Mr. Chairman, the contribution of mining in national development is not limited to the benefits that accrue from the operation of the mines as stand-alone companies. By its very presence in the industry, the mining industry has spawned local secondary industries that supply essential inputs to the mining companies’ production process. And these secondary industries also offer employment and pay taxes to the government.

13. These achievements notwithstanding, there is a perception that the mining industry has benefited from extremely generous incentives and the net benefit the economy derives from their operation has not been optimized. For example, there has been a lot of debate on the regime of incentives granted under the mining law especially on the foreign exchange retention levels. Section 30(1) of the Minerals and Mining Act, 2006; permits the mining companies to retain a proportion of their export revenues in offshore accounts for use in acquiring essential equipment and other payments. The retention levels have varied between 30 and 80 per cent. The progressive relaxation of this provision has meant that there are companies that are now completely exempted from repatriation. 

14. Despite these developments, we note from the records that with the stability in macroeconomic conditions and high investor interest in the industry, and in the economy as a whole, voluntary repatriation of foreign exchange earnings has risen above the mandatory requirements for most mining companies. In 2006 for example, 10 major mining companies exported minerals valued at US$1,239.33 million. The total surrender was US$281.51 million (constituting 23 percent of total export earnings), and they voluntarily repatriated US781.38 million (58 per cent). It must be acknowledged that current level of voluntary repatriation by the mining companies has in a significant way improved the level of foreign exchange inflows into the economy, and this is as it should be. In deed given the new foreign exchange Act, the industry could as well lodge all their proceeds of foreign exchange with local banks. 

15. Mr. Chairman, as part of its corporate social responsibilities, I learnt has introduced various alternative livelihood projects aimed at providing projects which focus on sustainable livelihood i.e. -projects that have the capability to thrive even when the mines close down. In addition, various infrastructure projects such as schools, clinics, potable water, extension of electricity to name a few have been implemented and these have improved the quality of life of the host communities.

16.  Mr. Chairman, the 1986 Minerals and Mining Law has recently been revised and a new Act, Minerals and Mining Act 2006, Act 703 passed.  The new Act was in response to a need to keep the incentives for private investment in the sector right and in line with international best practice in the industry. One of the most significant features of Act 703 is the Stability Agreement, which seeks to protect the holder of a mineral right for a period of up to 15 years, from any adverse effects of future changes in law that are capable of imposing huge financial burden on the holder. These incentives have enabled the Ghanaian mining sector to attract mining giants such as Golden Star Resources, Newmont, AngloGold Ashanti and ALCOA into the country. In deed, the industry has truly become global. Mining companies are attracted to those countries where the policy environment allows them a reasonable prospect of commercial success. 

17. The mining sector has great potential to serve as a catalyst for sustainable national development since it has knock-on effect effects on the other sectors of the economy. In this regard, mining companies could aim at adding value through processing some of the gold bars in the country.

18. There are opportunities to integrate the sector to the local economy through encouraging local production of activated carbon, iron ore, alum, hydrated lime, all of which are natural products available in the Ghanaian economy. Investing in the productive use of these would reinforce the sector as a pillar for rapid growth in the search to achieve a middle income status.

19. On this note I wish to express my appreciation for offering me the opportunity to be a part of your gathering. 

Thank your for your audience.            
PAGE  
5

