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Foreword 
 

This report on the harmonization of national mining policies in the SADC region is part of the 
ongoing collaborative programme between the United Nations Economic Commission for Africa, 
Southern Africa Office (UNECA-SA) and the Southern African Development Community (SADC) 
to implement the SADC Mining Protocol. The Protocol calls for member States to harmonize and 
align their mining policies and administrative and regulatory frameworks. This call was reiterated by 
SADC Mining Ministers at their meeting in Antanarivo, Madagascar, in 2006 when they approved 
the Framework for the Harmonization of Mining Policies, Standards and Regulatory Regimes in the 
SADC subregion, and requested swift implementation thereof. The Framework now forms the basis 
for the SADC-UNECA collaborative programme to harmonize mineral policies in the subregion.  
 
The Framework comprises policy guidelines on key areas of  mineral economy of SADC, namely: 
mineral development , including mineral rights, value addition, artisanal and small-scale mining 
(ASM); macroeconomics and business climate, and taxation; governance; environment management; 
and social or people-oriented issues. The report on the harmonization of national mining policies 
assesses member States’ progress in harmonizing their policies in areas of SADC mineral economy. 
In order for harmonization to be achieved, gaps and detrimental differences that exist between the 
member States must be reduced and/or eliminated. The report identifies those differences and 
highlights the areas requiring immediate attention. 
 
We hope that the report will significantly contribute to the realization of the harmonization agenda so 
that the expected benefits can be reaped, including sharing of development capacities, such as 
investment capital, skilled labour and mining technologies. Harmonization will also help to protect 
the SADC subregion from poor mining practices outside of the subregion and from global predators 
seeking to exploit its rich resource base. It is expected that harmonization will contribute to 
deepening the regional integration efforts among the member States, as envisaged in the SADC 
Treaty. This is the mission of ECA, and we are pleased to be involved in this ongoing collaborative 
programme with SADC.  
 
 

 
Jennifer Kargbo 
Director, ECA-SA 
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Executive Summary 
Background 

 
The mining industry is the backbone of the Southern African economy. Given the subregion’s 

generous resource abundance, the industry can significantly contribute to the attainment of long-term 
SADC objectives of economic growth, poverty alleviation and an improved quality of life for the 
subregional community. It was for this reason that SADC Heads of State and Government signed a 
the mining protocol with the central objective of harmonizing mining policies in the SADC 
subregion. Policy harmonization would enable the sharing of development capacities, which are not 
evenly distributed in the subregion, and would create a much bigger economic space for the free 
movement of economic factors across borders. 

  
As part of its efforts to implement the Mining Protocol, the SADC secretariat has been 

working with the United Nations Economic Commission for Africa, Southern Africa Office 
(UNECA-SA) to develop a multi-year programme to harmonize  mining policies in the SADC 
subregion. A Framework for the Harmonization of Mining Policies, Standards, and Legislative and 
Regulatory Frameworks in Southern Africa has been developed and was approved by SADC Mining 
Ministers in 2006. An implementation plan to translate the Framework into an operational 
programme of action has also been developed.  

 
This report covers the study carried out to evaluate the national mining policies (NMPs) of 

SADC countries in relation to the subregional policy framework in order to identify gaps and 
recommend actions to be taken to improve alignment with the SADC Harmonization Framework. 
 
Global Developments in Mining Policy 

 
This report maps out international developments in mining policy and evalua tes the NMPs in 

relation to those developments and the SADC Policy Framework. Essentially, a mining policy 
outlines Government’s intentions in the area, and is defined within the context of national economic 
development objectives. As such, mining policies in developing countries usually take into account 
their development imperatives, such as employment, poverty reduction and economic diversification, 
rather than treat the mineral sector purely as a source of fiscal revenue. 

 
The legislative framework for those policies provides the fundamental legal basis for mining 

activities and industry regulation, especially by Government, and defines the obligations and 
responsibilities of mining companies in relation to undertaking mining operations. So as not to 
overburden mining companies with reporting requirements, legislation has tended towards 
streamlining exploration and mining reporting requirements by standardizing reporting procedures, 
while reducing arbitrary decision-making by Government officials. 

 
In terms of fiscal requirements, mining companies would like to obtain appropriate 

compensation for incurring the generally accepted high risks associated with mining operations. 
They want a fair return on their investment through a transparent tax system that provides for early 
payback, and which maximizes the net present value of their investment. Governments, on the other 
hand, wish to maximize the retained value of mining investment in the national economy. The two 
positions are sometimes in direct conflict with each other. Key taxation legislation should provide for 
a fair return to mining companies, avoidance of cumbersome tax holidays , and the use of royalties 
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and taxes on additional profits to capture resource rents. In addition, social and environmental taxes 
should be imposed, and funding provided to acknowledge environmental and social responsibilities. 
The signing of double taxation treaties with the host countries of mining companies would promote 
tax transparency. 

 
Given the disruptive nature of mining activities, sustainable development issues have come to 

the fore in the past two decades. Environmental and social sustainability now emphasizes land-use 
options and the need to restore the original land-use options at the end of the mining activities. 
Sustainability also includes addressing the needs of communities beyond the life of mines. 
Governance of the mineral sector is closely related to sustainable development. The main trend 
includes increasing transparency of mining-revenue accountability on the part of both Government 
and mining companies. To that end, countries have increasingly participated in global campaigns, 
such as the Extractive Industries Transparency Initiative (EITI), aimed at improving transparency. 
Other trends include increasing stakeholder participation in mining policy formulation and 
implementation. 

 
SADC Harmonization Framework and Mineral Policy Template 

 
The SADC Harmonization Framework was approved by the Mining Ministers in 

Antananarivo, Madagascar, in March 2006. The Framework essentially provides specific policy 
guidelines in areas of key importance to the SADC mining sector. The aim of the Framework is not 
to create one mining policy for all SADC countries, but rather to create an environment that is 
underpinned by common principles, and which optimizes the benefits of mineral extraction for all 
stakeholders. The Framework consists of six broad areas for harmonization, namely mineral 
development; macroeconomics and business climate; governance; environmental management; 
social or people-oriented issues; and regional integration. 

 
With regard to mineral development, the Framework provides guidelines on exploration and 

mineral rights, and the administration thereof. It also advocates the creation of manufacturing value  
added to mineral commodities through research and development innovation and cluster formation. 
Given the importance of artisanal and small-scale mining (ASM) to national economic empowerment 
and poverty alleviation, the Framework calls on Governments to provide special assistance 
programmes for ASM, and to integrate it into rural development programmes. 

 
From a macroeconomic viewpoint, the Framework calls on Governments to clearly outline 

development objectives and address the issue of ownership of mineral assets. It further proposes a 
number of tax policy measures which must be kept within global competitive limits. In line with 
international practice, the Framework encourages transparency, especially through the establishment 
of consultative bodies, and clarity with regard to the collection and distribution of mining revenues. 

 
In terms of environmental and social obligations, the Framework follows international 

practices and sets guidelines for introducing funding for environment rehabilitation and social 
integration. The Framework further proposes a regional approach to skills-building to address the 
ongoing shortage of skilled human resources in the subregion. 
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Comparison Between NMPs and the Framework, and Conclusion  

 
The report includes individual country reports with regard to mining policy harmonization. 

The country reports provide information on areas that are in conformity with the SADC Policy 
Framework, as well as indicate significant divergences. General observations on each area of 
harmonization are also provided in order to give an overall subregional perspective of the main gaps 
that need to be addressed. 

 
Mineral development  constitutes the area of greatest conformity, especially in relation to 

mineral rights and the permit system, where many of the provisions in the NMPs are in line with the 
Framework. Key areas for improvement are the creation of one-stop administrative systems and the 
integration of national geological information systems into a regional economic information system 
for marketing SADC minerals from a prospective viewpoint. Mineral beneficiation strategies, 
innovation and R&D are poorly represented in the NMPs of most of the countries in the subregion. 
Although the NMPs contain provisions in favour of ASM, they lack tangible support, and the 
subsector is not meaningfully integrated into rural development strategies. 

 
By and large, fiscal incentives in the subregion are competitive and demonstrate the urgency 

and will to attract global mining investment, an area in which significant success has been scored. 
The generous tax provisions are, however, a source of great friction between Governments, 
communities and mining companies. Due to their multiplicity, they are not always judiciously used 
by Governments, and in some cases, the tax benefits are cancelled by the generous tax holidays and 
royalties, which do not apply, in any case, when companies do not make a profit. Royalties constitute 
a depletion allowance for a non-renewable resource and should be paid at all times. Government’s 
negotiating capacities in this area need significant improvement. The United Nations family and the 
SADC secretariat should aim for long-term, sustainable  capacity-building, and not simply improved 
mineral tax structuring, so as to better integrate mining into broader development objectives.  

 
Compared to international practice, governance, corporate social responsibility and 

community inclusiveness are all areas that need significant improvement. Generally, the mining 
companies operating in the subregion are not as good corporate citizens as they are in other regions 
of the world. SADC needs to develop a corporate social responsibility framework in which 
environmental and social responsibilities are clearly articulated. Systems to finance such 
responsibilities need to be enhanced to include environment and social funds. Ownership and 
management of mineral assets also need to be enhanced, while Governments need to provide more 
transparency with regard to governance and the use of mining revenues. The creation of multi-
stakeholder systems could increase transparency and ensure that policies and regulations remain in 
touch with stakeholder needs. 

  
Harmonization of national mining policies with the Mining Protocol is among the regional 

cooperation and integration efforts. However, many NMPs do not provide for  regional cooperation 
and integration. Every NMP should contain detailed provisions to this end, particularly in areas that 
can benefit from the sharing of capacities for implementing the Protocol, such as geological and 
mining information systems; mineral and investment promotion; value addition; research and 
development and cluster formation; artisanal and small-scale mining; environment safety and health; 
and human resources development. 
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The Harmonization Framework presents a window of opportunity for countries which are 

currently in the process of amending or considering improvements to their mining policies, since 
they may incorporate some of the provisions contained therein. In general, capacities for designing 
mining policies in many of the SADC countries are inadequate. UNECA and the SADC secretariat 
need to consider ways to build capacities at the national level, so as to facilitate the policy 
harmonization process. Lastly, it would be useful to define a schedule for the harmonization of 
national polices.  
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1.0 INTRODUCTION 
 
Mining is a major economic activity in Southern Africa and has the potential to significantly 

contribute to the attainment of the SADC long-term objectives of economic growth, poverty 
alleviation and an enhanced quality of life for the regional community. In recognition of this, SADC 
Heads of State and Government signed the Mining Protocol, which came into force in February 2000. 
Its central objective is to harmonize mining policies in the SADC subregion. This forms part of the 
RISDP strategy to bring national policies, programmes and activities in line with the SADC primary 
objective of deepening regional integration. The harmonization of mining polices is also part of  the 
SADC common Agenda , which seeks to use mineral resources as part of the strategy to promote 
sustainable economic and social growth in the subregion as a whole. 

  
Harmonization refers to the merging of national systems for managing and administering the 

mining sector in a manner that reduces differences in the operating environment between countries of 
the SADC subregion. This entails the establishment of common arrangements, simplification of 
processes and sharing of experiences and facilities for the common good of the subregion, while 
maximizing the benefits accruing to each country from its mineral endowment. Harmonization entails 
both the development of a common set of standards - for example, engineering or environmental 
standards -, and the alignment of national policies, laws and regulations into a common framework. 
The legislative and regulatory aspect includes licensing procedures, mineral and land rights, industry 
responsibilities to communities, and fiscal regimes. 

 
There are many benefits accruing to the member States from a harmonized regime for the 

entire SADC subregion. First of all, harmonization is a fundamental requirement for subregional 
integration and the creation of a much bigger economic space capable of consolidating the region’s 
position in the global economy. But more importantly, harmonization would promote the sharing of 
development capacities through a more liberal movement of economic factors. In that way, capital, 
labour and technology can move easier among countries. This is important for the SADC subregion, 
since capacities for human and knowledge development as well as capital sources are unevenly 
distributed across the subregion. 

 
In terms of foreign direct investment (FDI) flows, external investors tend to look at the 

prospectivity of a region even though the mines they develop are located in individual countries. 
Investment promotion campaigns are therefore better undertaken at the regional level, based on a 
regional sense of expectation. Conflicting investment requirements and management strategies at 
national level are harmful not just to the individual countries, but to the region as a whole. Thus, 
harmonization can protect the region from possible predatory behaviour by investors. 

 
The SADC secretariat has been working with the United Nations Economic Commission for 

Africa, Southern Africa Office (UNECA-SA) as part of its efforts to implement the SADC Mining 
Protocol. The draft “Harmonization of Mining Policies, Standards, and Legislative and Regulatory 
Frameworks in Southern Africa” document has so far been approved by SADC Mining Ministers. An 
implementation plan to translate the Framework into an operational programme of activities has also 
been developed; it has been endorsed by a SADC meeting of experts from the private sector and 
senior SADC Government officials, but is yet to be approved by SADC Mining Ministers. 
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The Implementation Plan constitutes a multi-year, multi-partner programme designed to serve 
as a single entry point for participation in SADC mining activities by international cooperating 
partners (ICPs), the United Nations family and member States and their organizations. Each thematic 
area will be developed by a partner organization. For example, Theme 6: “Policy, Regulations and 
Administration,” which is a Priority 1 theme, will be led by UNECA-SA in collaboration with the 
SADC secretariat. This theme calls on SADC countries to, inter alia, adopt similar objectives in their 
national mining policies based on the Regional Mineral Policy Framework, which has been approved 
by SADC Mining Ministers. 

 
This report evaluates the national Mining Policies (NMPs) of SADC countries in relation to 

the regional Harmonization Framework, identifies the gaps to be bridged, and recommends actions to 
be taken towards aligning the policies with the Framework. The report is structured as follows: 
Chapter 1 provides a general introduction; Chapter 2 defines the objective(s) to be achieved, and the 
methodology used to collect both primary and secondary data for the report; Chapter 3 maps out the 
most important global developments in the mining policy arena, developments that essentially 
constitute best-practice models against which SADC customs and practices can be measured; Chapter 
4 describes the SADC Harmonization Framework on the basis of which member States should 
construct their national mining policies, and introduces the revised SADC Mineral Policy Template 
used for the study and an explanation for including the themes contained therein; Chapter 5 compares 
the national mining polices with the SADC Policy Template and the Harmonization Framework, on 
the one hand, and with international best practices, on the other, and identifies gaps in the different 
NMPs; Chapter 6 contains the conclusion and recommendations with regard to the way forward. In 
addition, Annex I of the report presents the Harmonization Framework that was approved in 2006; 
Annex II presents the SADC Minerals Policy Template; while detailed country reports can be found in 
Annex III. 

 
The report essentially shows that there are major differences in the nature and implementation 

of tax provisions, environmental and social responsibilities and available capacities for administering 
policy implementation. Other shortcomings concern inadequacies in the implementation of provisions 
relating to research and development and the creation of value addition, as well as the sharing of 
capacities for human resources development. Inadequacies have also been identified in the area of 
management of artisanal and small-scale mining activities, while regional integration and gender-
related provisions are less than adequate. The conclusion drawn by the report is that unless SADC 
countries invest more effort into these areas, harmonization of SADC mining policies, although highly 
desirable, will be difficult. A set of actions has been outlined for each country covered in the report; 
those actions are aimed at bridging the gap between the respective NMPs and the SADC 
Harmonization Framework. 

 
2.0 OBJECTIVE AND METHODOLOGY 
 

2.1 Objective 
 
The main objective of the “Policy, Regulations and Administration” theme is to enable SADC 

member States to align their national mining policies with a common regional harmonization 
framework. The Harmonization Framework was approved by SADC Mining Ministers in 2006 and 
forms the subregion’s best-practice policy model. Further work is now required to identify the gaps 



ECA/SA/AEGM/MINING/2009/1 
Page 3 

 
 

 

that exist between the individual NMPs and the Harmonization Framework. Identification of those 
gaps would be a first step in aligning and eventually harmonizing the NMPs. The Harmonization 
Framework is presented in Annex I. 

 
2.2 Methodology 
 
This report is part of an ongoing work programme on the harmonization of mining policies in 

the SADC subregion. It is therefore an extension of the initial SADC study on the “Harmonization of 
Mining Policies, Standards, and Legislative and Regulatory Frameworks in Southern Africa” and the 
subsequent Harmonization Implementation Plan developed in 2008. The reports of those studies 
formed the starting point for the work outlined in this report. In addition, an extensive survey of 
existing literature was undertaken in order to obtain a fundamental understanding of current global 
developments in mining policy. The literature survey consisted of both online searches and reports 
from several sources. 

 
Primary survey data was gathered from SADC member States using a semi-structured 

interview approach. Six countries were visited and interviews conducted with a broad range of 
stakeholders, including senior Government and industry officials, as well as small-scale miners, 
community representatives, and Chambers of Mines. The SADC Harmonization Framework was 
adjusted to accommodate the findings of the international best practices study and used as a guide for 
the interviews. 

 
 The countries visited were Botswana, Namibia, South Africa, Zambia—four traditional 

mining countries with very disparate mining policies -- and Malawi and Tanzania, two relatively new 
mining countries. While Tanzania has about ten years’ mining experience, Malawi is just getting out 
of the starting block, and has a new draft mining policy. National consultants in the countries which 
were not visited were identified, and the SADC Harmonization Framework was forwarded to them for 
feedback. The primary data collected from interviews was compared to the SADC Harmonization 
Framework and the international best practices study to identify major deviations in the NMPs. 
 
3.0 GLOBAL DEVELOPMENTS IN MINING POLICY 
 

3.1 Context of a National Mining Policy 
 

Otto and Cordes (2002) define a mining policy as “Government’s position on key mineral 
sector topics that the Government chooses to have control over.” It is a statement of the strategic 
intentions of a Government framed within the context of the overall socioeconomic development 
objectives of the country. A good mining policy firstly provides guidance to industry regarding 
Government’s position on key issues. Secondly, it provides guidance to Government departments, 
administrators and lawmakers in terms of regulating the sector. Lastly, a national mining policy 
provides a rally point for consensus-building on how the sector should be regulated. 
 

Mining policies and laws are a compromise between various competing interests, namely the 
mine owner, the owner of the mineral resource (often the State), citizens’ represented by the State, 
local or non-government organizations, and more recently, the international community, such as the 
Breton Woods institutions. The resulting policy or law is unique and must be understood in the 



ECA/SA/AEGM/MINING/2009/1 
Page 4 

 

 

context  of the development challenges facing the particular country. Despite the uniqueness, there are 
many traits that are common to NMPs. Otto and Cordes (2002) examined a number of mining policies 
to identify the most common elements covered. They found that NMPs generally deal with issues 
relating to the scope of mineral development challenges, legislative frameworks , regulatory agencies, 
sovereignty and ownership issues, economic and quality-of-life concerns, such as social, 
environmental and sustainable deve lopment. This chapter examines the global trends in these and 
other areas. 

  
3.2 Mineral Development Challenges  

 
Traditionally, mining policies are concerned with exploration and mineral extraction activities. 

The increasing trend to accommodate a country’s socioeconomic development imperatives has meant 
that policies now tend to embrace much broader development goals. Holistically, they are based on 
the “mineral life cycle” or the “cradle-to-grave” strategy as reflected, for example, in the Canadian 
Whitehorse Mining Initiative of 1994. In addition to exploration and extraction considerations, the 
mineral-life cycle concept includes issues such as the mineral value chain in the national economy; 
disposal of end products; closure of operations; land reclamation; as well as various sustainable 
development issues. For many developing countries with a significant small-scale mining sector, this 
too has been a major component of their NMP. 

 
3.3 Legislative Framework and Regulatory Agencies  
 
The legislative framework forms the fundamental legal basis for mining activities and 

represents the primary vehicle for implementing an NMP. Legislation is necessary to ensure that 
mineral development projects do not violate the stakeholders’ social and economic rights to a clean 
and safe environment. Mining laws and regulations can emanate from central Government or from a 
regional or local authority, in which case a key issue is the delineation of functions between local, 
regional and central governments. Mining laws also address the fundamental roles played by 
government agencies, and the duties and responsibilities of investors with regard to exploration and 
extraction activities. 

 
Several non-mining-specific regulations and laws are also relevant to the mining industry, such 

as regulations on environmental protection, health, occupational safety, pollution control, and regional 
and local regulations. A key challenge, therefore, is deciding whether to place the responsibility for 
administering the various regulations , including the crosscutting regulations, in the hands of one 
single competent Government authority, such as the Ministry of Mines, bearing in mind that there are 
other competent authorities. In other words, should the land laws set out in different Acts be 
subsumed under a single mining legislation?  

 
The commonly held view is that the mining sector has many unique challenges due to the 

specialized nature of its activities. While the division of responsibilities may seem natural among 
different Government departments, the inspection of mining premises for safety and health 
compliance, for example, by the Ministry of Labour may require special expertise. Thus, the trend in 
legislative frameworks relating to the mining industry has been towards designating a single 
specialized ministry to administer applications. While a case can be made against integrating 



ECA/SA/AEGM/MINING/2009/1 
Page 5 

 
 

 

regulatory systems, especially for very small mining economies, the determining factor in allocating 
responsibility is the institutional expertise of the Government agencies concerned. 

 
Within a typical Ministry of Mines, different administrative departments would perform 

different regulatory functions: the geological department collects and collates geological information, 
publishes maps and maintains databases; the mines department administraters various licences and 
monitoring compliance of operations; the health and safety department monitors mine safety, health 
and the environment; a mineral-promotion department would handle trade and investment issues. 
Each department has its own reporting procedures for monitoring compliance, which can overload a 
mine operator with administrative work. 

   
The trend in legislation has been towards streamlining exploration and mining reporting 

requirements by standardizing such requirements, while reducing the arbitrary discretionary powers of 
administrative officers. Furthermore, open-file computerized entries have made record-keeping more 
efficient and useful in identifying and solving reporting problems. 

 
A further legislative question is whether to issue two separate licences for exploration and 

extraction. Most Acts provide for separate authorizations based on the concept that extraction and 
exploration activities are sufficiently different to justify two separate authorizations. 

 
3.4 Economic and Fiscal Issues 

 
3.4.1 Economic Imperatives 

 
Probably one of the most significant developments in the mineral sector in the last two decades 

has been the changed role of Government , from that of active investor and mine operator to tha t of 
regulator. Most Governments now see their role as establishing the conditions under which investment 
in mining operations takes place, through their influence on policy and regulations. This development 
has opened up many mineral-rich developing count ries to private investment , making mining a truly 
global business. Unfortunately, this has not always been to the advantage of most developing 
countries, since the fierce competition for private investment often obliges them to make major 
concessions in order to attract external mining capital. 
 

For many developing countries grappling with the issue of poverty, their mineral wealth 
represents hope for community upliftment and national development. Mineral investment  in their 
economies should therefore contribute not only to economic growth, but to much broader economic 
development, such as job creation, economic diversification and sustainable wealth-creation as a way 
of addressing widespread poverty. As a result, the NMPs of many developing countries include 
socioeconomic development policies aimed at enhancing welfare gains.  
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3.4.2 Fiscal Space and Mineral Taxation  
 
 
 
 
 
 

All Governments collect tax on economic activity in order to meet their soc ioeconomic 
responsibilities to their citizens. While both Governments and companies accept this as an inevitable 
consequence of doing business, taxation remains one of the most contentious issues, and its design 
calls for careful consideration of many competing, and sometimes conflicting interests. Where the 
mineral industry is concerned, taxation must take into account two conflicting fundamental 
requirements: 1) resource rents; and 2) “fair” compensation for the extraordinary risks that 
characterize mining investment. 
 

The notion of resource rent 1 justifies imposing a greater tax burden on mining investment as 
this concerns the exploitation of a non-replenishable asset. The resource rent argument is fortified by 
the fact that ore deposits are a vital factor input into a mining investment, just like capital, labour and 
technology. Since all owners of the other factor inputs are compensated for their contribution to 
production, owners of ore deposits should also be fairly compensated over and above regular taxes. 
This argument principally favours taxation of additional profits and the so-called windfall tax. 
 

The “extraordinary risks” school of thought argues for preferential tax treatment for mineral 
investors based on the fact that mining risks are sufficiently extraordinary to justify a softer approach. 
Such extraordinary risks include, geological, commercial, political, economic and social risks , all of 
which are difficult to project in the long term. Commercial, political and social risks are aggravated by 
the fact that mines are locality-bound and will exist in that form and location for inordinately 
prolonged periods of perhaps 20 years or more. Geological risks reflect the fact that not all exploration 
campaigns lead to a profitable mine. Even where a mine does result, the full and exact nature of a 

                                                 

 
1 From a public policy viewpoint, a resource rent is a tax which does not alter existing decisions on production and 
consumption. This is because economic rent is measured by financial returns in excess of those needed to induce a firm’s 
initial investment. It involves the notion of a surplus and its existence predominantly involves distributional rather than 
resource allocation consequences.   

Text Box 1: Economic Growth or Economic Development? 
Economic growth is defined and measured as a persistent (sustained) positive change in 
national GDP or income (GNP). The potential for economic growth is restricted by the 
availability of productive inputs such as capital, land, natural resources, labour and technology. 
How much of this potential is realized depends on productive efficiencies, government policies 
and the nature of the economic and political institutions a country has for structural change 

Economic development refers more to the consequences of economic growth, including the 
welfare purpose of that growth. It calls for ongoing improvements in the health, educational 
and material well-being of the population. Economic development can therefore be broken 
down into dynamic welfare gains from trade and investment, compared to the static gains of 
capital accumulation. 
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deposit is unknown and therefore the deposit cannot be fully extracted. This argument advocates 
lower mineral taxes even though mining companies do take these risks into account in making 
investment decisions through, for example, much higher discounted rates of return.  

 
In many developing countries, there is a huge imbalance in the bargaining power of companies 

and Governments. This is probably why the view persists that mining companies do not pay a fair 
“rent” on the value of the mineral resources they extract.2 

 
From a company’s perspective, a good mining tax policy should:  

 
(a) Enable a fair return on investment , consistent with the risk profile of the investment ; 
 
(b) Be transparent, predictable, stable and defendable under the rule of law; 

 
(c) Not impose restrictions on repatriation of dividends and profits; 
 
(d) Be based on profits and not turnover; 

 
(e) Enable early payback of invested capital; and  
 
(f) Encourage further investment in exploration and other mining-related ventures. 

 
  Government, on the other hand, is concerned about: 

 
(a) Efficient extraction which maximizes the net present value of mining investment; 
 
(b) Minimising environmental damage; 

 
(c) Maximising the retained value to the national economy through the creation of useful 

linkages with other sectors of the economy, such as employment, value addition, local 
businesses, technology transfer; and 

 
(d) Sensitivity to social and cultural value systems, including the social and economic 

viability of communities post-mining operations. 
 

                                                 

 
2 Otto and Cordes (2002) offer the notion of linkages and leakages. Linkages imply “sources of improved developmental 
potential,” while leakages suggest “lost opportunities or reduced contributions.” 
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In light of the foregoing, the main trend in taxation is towards securing a fair return for the 
investor, while acknowledging the environmental and social responsibilities of the industry. This is 
addressed by the creation of environmental taxes and performance bonds. As such, costs are usually 
deducted from the revenue base prior to the determination of the tax obligation, so that the abatement 
cost is partly borne by the citizens. 
 

There is a practically universal principle that people who live in mineral–extraction areas are 
entit led to certain benefits as compensation for land loss, environmental damage or displacement. 
Consequently, there is a growing trend towards the sharing of tax revenues between central, regional 
and local governments, so that local communities receive a proportion of mining taxes. Furthermore, 
companies are required to develop a plan for the social and economic viability of the communities beyond 
the life of the mine. While these requirements entail costs for the company, the expenditure is not usually 
accounted for as a cost when determining the tax base. In fact, most Governments would be willing to 
make those costs tax-deductible. However, it is still a contentious issue as to whether it is fair that a 
large proportion of mining taxes should benefit one single area when, based on conventional wisdom, 
mining taxes derive from the common heritage and should therefore to applied towards creating 
broader public goods. 
 

Another taxation trend is towards bilateral double taxation agreements (BDTAs). In many 
cases, a mining company earning taxable income in a foreign country is liable to tax in its country of 
residence as well as in the country in which it is carrying out operations and where the income is 
earned. Double taxation agreements serve to avoid or minimize inequitable double taxation, so that 
the mining company pays taxes in the country of operations, and receives a foreign tax credit or a tax 
exemption in the country of residence. Double taxation agreements increase the retained value of a 
mineral investment and are therefore an attractive way of promoting mineral investment. 

 
3.5 Sovereignty and Ownership  

 
In most mineral-rich countries, the minerals belong to the State, or rather, the State is the 

custodian of the minerals on behalf of the citizenry. State ownership provides a major justification for 

Text Box 2: Mineral Taxation: the Purist Viewpoint 

The purist economist viewpoint holds that a taxation system needs to obey several laws, more 
specifically: 

(i)  Neutrality: all industrial sectors should be treated in the same manner;  
(ii)  Efficiency: use of tax resources to respond to national policy objectives, such as 

macroeconomic stabilisation;  
(iii)  Equity: proposes a fair allocation of the tax burden among all taxpayers;  
(iv)  Clarity: clearly defined provisions with the absence of arbitrary and ambiguous 

administrative decision-making; and 
(v)  Stability: absence of frequent adjustments to replace ill-advised incentives or 

penalties. 
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the historical nationalization or State intervention in the mineral sector , more than in any other sector. 
Nonetheless, nearly every mineral economy has privatized its mineral assets since the 1980s. In 
general, State ownership of sub-surface mineral resources has been maintained, but most countries 
now allow for up to 100 per cent ownership of a mining investment.  

 
State ownership of mineral assets is exercised mostly through various mineral permits, which 

grant an investor the right to mine and dispose of mineral products. The permit requirement has often 
raised issues relating to security of tenure3  This ranks as one of the most important investment criteria 
from the viewpoint of international mining companies. The global trend therefore, has been towards 
providing for the secure and automatic transfer of mining rights, provided that the legislative 
provisions are met. 
 

While the tendency towards State control has substantially decreased in the last decade, this 
does not mean that issues relating to local equity participation and ownership have also been resolved. 
Some countries impose a nominal “free” equity share for Government (10 per cent in Ghana), while 
others provide Government with the option to purchase equity directly (e.g. Papua New Guinea). 
Investors are amenable to these provisions as long as management and operational control remain 
firmly in their hands. As a general rule, however, many global mining companies will not invest in a 
country where there is the requirement for Government or a local party to hold a majority equity 
share. 

 
Otto and Cordes (2002) argue that the issues of State ownership and control are likely to re-

emerge in a number of countries due to policy imperatives such as: 
 

(i)  Commanding heights: the mineral sector is too important to be left entirely in the hands 
of foreign interests; 

 
(ii)  Economic decolonization: demonstrating sovereignty over natural resources; 

 
(iii)  Maximization of government revenues and foreign exchange earnings; 
 
(iv)  Capital intensity of the industry which marginalizes the weak indigenous private sector , 

leading to their absence from the industry; 
 

(v)  Meeting social goals: the State can promote and achieve much broader social goals 
than mining companies, e.g. equitable income distribution, reduced unemployment, and 
diversification. 

 
Therefore, it is anticipated that control, rather than ownership of mineral assets by nationals or 

Government, is likely to be a contentious issue in the foreseeable future.  

                                                 

 

3 Dale (1996): Security of tenure is defined as “the length of time for which the company will have a particular mining 
right.” 
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The recent global credit crunch, the collapse of global financial markets, and the subsequent 

recession in many major economies are likely to compound matters, due to the reduced availability of 
financial capital, which limits investment in long-term projects that are typical of the mining sector. 
The recession has essentially shrunk the consumption of metals, which has led to the collapse in 
prices, thereby rendering mining projects much less attractive to investors. This scenario calls for 
consolidation in the industry with resultant benefits of size through: a) the ability to provide central 
support for specialized tasks; b) the financial ability to make long-term commitments; and c) the 
opportunity to reduce costs by undertaking tasks on a larger scale. Given the turbulence in investment 
markets, perhaps this might be the time for Governments to increase their equity participation in some 
Southern African mining projects. 
 

Whatever the case, it is clear that Governments need to be prudent and strategic in making 
decisions on ownership and control, and how these issues should be addressed in the short and long 
term. More importantly, such decisions should be explicit in the NMPs. 
 

3.6 Sustainable Development  
 

Minerals contribute to human development and the survival of societies. However, mineral 
development and extraction, by their  very nature, pose major risks to the environment and society at 
large. As such, there is always a dynamic tension between demand for, and consumption of, minerals 
by societies, on the one hand, and the need to mitigate or minimize the negative impacts of mining, on 
the other. The need for a balance between development and the anthropogenic impact of mining has 
led to increased calls for sustainable development (SD)4 in the industry, particularly in the last two 
decades. 
 

As a concept, SD can be described in terms of several forms of capital: natural capital (such as 
minerals), human-made capital (e.g. technology products), human capital (the health of individuals), 
and social capital (social relations and the quality of institutions and norms). As minerals represent 
endowed wealth for communities and societies, SD therefore involves a transition from natural capital 
to human-made capital and finally to social capital and the well-being of human societies. 

 
3.6.1  Sustainable Development and the Environment 

 
Mining, particularly given its grand scale, has a wide range of negative environmental impacts, 

including air pollution (greenhouse gases and other pollutants such as; water pollution (acid-mine 
drainage, metals and other ions that can enter the human food chain; solid-waste disposal (e.g. 
dumps); and large craters in the ground, due to abandoned, or orphan, mines. 

                                                 

 

4 While there are many definitions of sustainable development, the mainstream definition is that of the Brundtland 
Commission, which views SD as “development that meets the needs of the present generation without compromising the 
ability of future generations to meet their own needs.” UNEP describes SD as “improving the quality of human life while 
living within the carrying capacity of human ecosystems.” 
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Given the environmentally disruptive nature of mining activities, it is not surpris ing that the 

past two decades have seen the emergence of environmental impacts as a major issue of regulation 
and conflict. This has been furthered by the growing influence of international norms and laws on 
Government and company actions at the local leve l. In developed economies, legislation usually calls 
for the following (see for example Chapter 21B Mining Regulation and Reclamation of the 
Massachusetts Code (http://law.justia.com/massachusetts/codes): 
 

(a) An environmental impact report describing the nature and extent of the proposed 
activities, their impact on the environment, the measures adopted to minimize such impact, indication 
of how other resources in the area can be preserved, and proof that protection of the quality of air, 
water and other resources is assured; 
 

(b) A comprehensive reclamation plan outlining potential land uses, a detailed proposal 
indicating reclamation procedures and whether these can be undertaken contemporaneously with the 
mining and extraction processes proposed, proof that the affected lands may be reclaimed to a 
condition of use at least fully capable of supporting all practicable uses which the land could support 
prior to such use, or equal or better uses that can reasonably be attained;  

 
(c) An insurance certificate certifying that the company has public liability insurance to 

compensate persons damaged or injured as a result of operations; and 
 

(d) A bond conditioned upon the applicant’s faithful performance in the operations , and 
covering liabilities arising out of non-performance, which shall continue for five years beyond the 
actual duration of mining operations.  

 
Whether those conditions can be fully applied in developing countries is another matter. 

Fundamentally, the environment in developing countries is just as important, and current technology 
can eliminate or reduce most of the environmental impacts of mining. Furthermore, decisions cannot 
continue to be made solely for commercial reasons.  

 
3.6.2 Sustainable Development and Social Issues 

 
Minerals are a non-replenishable asset. Public or State ownership of minerals raises the issues of 

equity and socially optimal benefits beyond the net present value of the investment accruing to the 
mine owner. This in turn raises the issue of inter-generational equity, and whether minerals should be 
mined today simply for the benefit of the current generation, or left for exploitation by future 
generations. It also raises the issues of optimization, conservation and efficiency of operations , based 
on the notion of a minimum social rate of return. 
 

Mining activities affect the health, culture and traditional roles of local communities. The 
communities in mine areas often change from a subsistence economy to a cash economy, with a 
profound impact on cultural norms and values, and an increase in socially driven ills, such as 
HIV/AIDS, crime, prostitution and squatter settlements. A further issue is the priority status accorded 
to mining as a land-use option. The disruptive nature of mining operations, the social and economic 
sustainability of communities and inter-generational equity have all been receiving increased 
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attention. As a result, there is a growing trend towards conducting social impact assessments and 
community consultations. More progressive mining companies offer preferential employment 
opportunities to resident communities, provide training programmes, as well as build schools and 
health facilities in the area.  
 

Mining companies often have provisions to cover closure liability. However, these provisions 
are usually non-cash and do not represent physically accumulated funds. Closure liabilities may well 
exceed the book value of the company’s assets, in which case a mining operation will declare 
bankruptcy. In that case, the mining company’s closure liabilities are extended to Government and the 
local communities.   
 

International best practice requires that companies adequately address the issue of closure 
liabilities as part of good financial project planning. Policy trends include the setting up of community 
trust funds; empowering communities with skills for use beyond the mine life; and setting up financial 
provisions for mine closure and land reclamation for use by communities. Instead of book accruals, 
companies are required to provide guarantees for mine closure funds. Guarantee options include 
bonds, insurance and deposits of cash to build up a pool of funds.  
 

3.6.3 Mineral Revenue Management  
 

The management of mineral revenues in developing countries is a contentious issue. The main 
issues revolve around democratization and accountability, especially with regard to the role of 
minerals in national development. Mining revenues generate a rapid increase in State budgets, and 
executive branch institutions may not have the capacity to effectively manage and distribute the large 
revenues. This could lead to the so-called “paradox of plenty” in which an abundance of revenues 
from mineral resources co-exist with poverty. This has fuelled concerns of Dutch disease or resource 
curse in which high mineral revenues limit structural diversification and economies fail to translate 
resource abundance into sustainable growth that uplifts the lives of the population. 

 
Much of the literature attributes this to inadequate democratic governance structures and 

institutional capacity, particularly in the area of revenue management. Contracts between 
Governments and mining companies are often cloaked in secrecy, and contain confidentiality clauses 
that prevent the public (the real owners of mineral resources) from knowing exactly how much 
revenue the State has accrued, and perhaps more importantly, what rights and privileges have been 
accorded to the companies. For many developing countries, these shortcomings are exacerbated by a 
weak civil society which is unable to constructively engage with Government on revenue-reporting 
issues, and therefore cannot act as an effective watchdog. 

 
With good transparent governance, the exploitation of mineral resources can foster economic 

and social growth, and reduce poverty. This concept has led to global initiatives urging companies to 
publish what they pay and Governments to disclose what they receive. One such initiative is the 
Extractive Industries Transparency Initiative (EITI), which since its launch at the World Summit on 
Sustainable Development in 2002, has evolved into a globally recognized tool for greater revenue 
transparency in resource-rich countries. EITI is aimed at strengthening governance through the 
verification and full publication of company payments and Government revenues from oil, gas and 



ECA/SA/AEGM/MINING/2009/1 
Page 13 

 
 

 

mining operations. It is a coalition of governments, companies, civil society groups, investors and 
international organizations (see http://eitransparency.org/eiti). 

 
Publish What You Pay (PWYP),5 another global movement, advocates the mandatory disclosure 

of taxes, fees, royalties and other payments by oil, mining and gas companies to Governments and 
other public agencies in resource-rich developing countries. The call for companies to disclose what 
they pay, and Governments what they receive as revenues, is a necessary step towards a more 
accountable system for the management of natural resource revenues by Governments. This should 
enable members of the civil society, and other institutions of democracy, such as parliaments, to hold 
Governments accountable for the management of revenues. 

 
While the PWYP and EITI campaigns are potentially useful, they will only have a significant 

impact on national development if they include broader national constituencies such as the civil 
society, political parties and the legislature, which all work to improve democratic values of 
accountability and good governance. In general, if a State has fully functional national supervisory 
bodies, it should not be necessary to create EITI committees. A useful course of action, therefore, is to 
develop a think-tank approach, comprised of politicians, NGOs and academics, to address issues 
raised by all stakeholders, including the State, communities and mining companies. This has a far 
greater developmental role and would enable central statistics offices (CSOs) to speak to, and on 
behalf of, constituencies that have legitimate demands for development. This approach, however, 
requires the strengthening of revenue management capacities of CSOs, and the legislative and the 
executive branches. 
 
 3.6.4 Governance  

 
Governance is a broad concept that cross-cuts several of the discussions in this chapter. 

Essentially, governance relates to the legal and institutional environment in which various actors (in 
the mineral sector) interact, while remaining conscious of their responsibilities. This section focuses 
on the interrelationships between the stakeholders in the mineral sector. It is concerned with the 
processes, systems, practices and procedures, both formal and informal, which govern stakeholder 
interactions in the sector.   

 

                                                 

 

5 The Publish What You Pay campaign was launched in June 2002 by George Soros, Chairman of the Open Society 
Institute. The small founding coalition of NGOs was soon joined by others such as Catholic Relief Services, Human 
Rights Watch, Partnership Africa Canada, Pax Christi Netherlands and Secours Catholique/CARITAS France, along with 
an increasing number of groups from developing countries. 
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Text Box 3:  The EITI Principles 

The EITI Principles, agreed at the Lancaster House Conference in June 2003, 
provide the cornerstone of the initiative. They are: 

1. We share a belief that the prudent use of natural resource wealth should be 
an important engine for sustainable economic growth that contributes to 
sustainable development and poverty reduction, but if not managed properly, 
can create negative economic and social impacts.  

2. We affirm that management of natural resource wealth for the benefit of a 
country’s citizens is in the domain of sovereign Governments to be exercised 
in the interests of their national development.  

3. We recognize that the benefits of resource extraction occur as revenue 
streams over many years and can be highly price dependent.  

4. We recognize that a public understanding of government revenues and 
expenditure over time could help public debate and inform the choice of 
appropriate and realistic options for sustainable development.  

5. We underline the importance of transparency by Governments and 
companies in the extractive industries and the need to enhance public 
financial management and accountability.  

6. We recognize that achievement of greater transparency must be set in the 
context of respect for contracts and laws.  

7. We recognize the enhanced environment for domestic and foreign direct 
investment that financial transparency may bring.  

8. We believe in the principle and practice of accountability by Government to 
all citizens for the stewardship of revenue streams and public expenditure.  

9. We are committed to encouraging high standards of transparency and 
accountability in public life, government operations and in business.  

10. We believe that a broadly consistent and workable approach to the disclosure 
of payments and revenues is required, which is simple to undertake and to 
use.  

11. We believe that payments disclosure in a given country should involve all 
extractive industry companies operating in that country.  

12. In seeking solutions, we believe that all stakeholders have important and 
relevant contributions to make – including Governments and their agencies, 
extractive industry companies, service companies, multilateral organizations, 
financial organizations, investors, and non-governmental organizations. 
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In general, there are three types of stakeholder interactions: public, public-private and private. 
 

Table 1: Stakeholder Participation in Collective Regulation 
 

 
Public regulation: Fundamentally, Government is the driving agent in the engagement of 

stakeholders, including business actors, in policy formulation and implementation. Government 
approaches stakeholders to contribute to policy formulation and implementation on an ad hoc and as 
required basis.  
 

In general, exclusive public regulation results in poor governance and suspicions as to 
Government’s real intentions. 
  

Public-private co-regulation: This refers to situations in which businesses are involved in 
public policymaking and implementation processes as an equal partner. Businesses do not simply play 
a consultative role, but rather actively engage in negotiating policies within a formalized framework 
or they engage in public-private partnerships. Three constellations of public-private co-regulation can 
be distinguished: bipartite co-regulation involving public and industry actors; tripartite negotiation 
systems, which involve public actors, industry and labour; and multi-stakeholder arrangements 
composed of public, industry and not-for-profit actors (NGOs), community-based organizations 
(CBOs), as well as trade unions.  
 

In general, global trends have moved towards multi-stakeholder arrangements. South Africa 
has successfully used the public-private co-regulation approach to drive social transformation through 
Black Economic Empowerment (BEE). Sector-specific charters have been negotiated between 
industry and Government  so as to define industry-specific targets with regard to black ownership of 
companies, social spending and health. These are monitored through a scorecard system. 
 

Private self-regulation:  This is a form of collective regulation initiated directly by the private 
sector without Government involvement. There are several international voluntary programmes and 
initiatives promoting responsible business practice,6 many of which have been adopted in response to 

                                                 

 

6 Examples include Global Mining Initiative (GMI 1999), Mining Metals and Sustainable Development (MMSD 2002), 
Equator Principles, Voluntary Principles on Security and Human Rights (2007), Kimberly Process Certification Scheme 
(KPCS 2007), Extractive Industries Transparency Initiative (EITI 2007), Initiative for Responsible Mining Assurance 
(IRMA 2007), International Council on Mining and Metals (ICMM 2007). 
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extensive criticism of the social and environmental record of the industry, and are commonly part of a 
company’s corporate social responsibility (CSR) or corporate social investment (CSI). This usually 
relates to charitable projects that are external to the core business activity of the company, and in most 
cases, helps to create a positive image of the company among stakeholders. As the majority of these 
initiatives are not legislated, buy-in from the companies themselves is often limited. 
 

There are several CSR best practice models. It is interesting to note that South Africa has some 
of the best CSR practices, perhaps due to the willingness of businesses to address malpractices 
committed during the apartheid era, but also partly due to the fact that several CSR activities are 
legislated in South Africa. For example, firms are required by legislation to transfer part of their 
capital to BEE companies. Furthermore, companies are required to spend 1 per cent of their annual 
revenues on social and community issues, in order to maintain their operational licences. The Social 
Responsibility Index of the Johannesburg Stock Exchange (FTSE/JSE SRI), which is modelled on the 
sustainability indices of the New York and London stock exchanges (Dow Jones Sustainability Index, 
FTSE4Good) , is another example of industry-driven CSR. 

  
Although the concept of CSR does not seem to be fully embraced nor implemented in many 

African countries, a sensitive adaptation to the national context would be prudent. A differentiated 
approach, taking into account the specificity of each country or region would be advisable. Issues 
worth considering include the structure of the mineral sector , and the strength of the business 
associations; historical patterns of State-business and business–civil society relations (e.g. the level of 
trust between these actors); and the capacity of public actors. Needless to say, the legislated aspects of 
CSR provide more potential for effectiveness than those aspects left to the discretion of mining 
companies. It would be useful to point out, however, that not all aspects of CSR can be legislated. 
 
4.0 SADC HARMONIZATION FRAMEWORK AND MINING POLICY           
 TEMPLATE 
 

4.1 Background to the SADC Harmonization Framework  
   

The Framework for the Harmonization of Mining Policies, Standards, and Legislative and 
Regulatory Frameworks in Southern Africa is shown in Annex I. The Framework was approved by 
the SADC Mining Ministers meeting in Antananarivo, Madagascar, in March 2006. Essentially, it 
consists of specific policy guidelines in a number of areas of key importance to the SADC mining 
sector. More importantly, the Framework emphasizes the significance of a clear statement of 
Government objectives, through well-articulated mining policies aimed at regulating the operating 
environment for minerals development. The Framework recognizes the important contribution of the 
private sector to minerals development. It underscores the need for a transparent, predictable and 
stable policy environment , in which the social and economic responsibilities expected of the minerals 
industry are clearly articulated. 

  
The Harmonization Framework was developed through a multi-stage process involving an 

international study to identify the important issues in mining policy. The study resulted in the 
development of a competitive investment framework (CIF) of international scope, aimed at providing 
SADC member States with an edge in attracting capital. The challenges of globalization, including the 
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rapidly shrinking capital resource base, require the development of policies which recognize and meet 
the expectations of investors, while promoting the sustainable development of mineral resources. In 
order to enhance its subregional relevance, the CIF was further developed to encompass subregional 
dimensions, including those outlined in the SADC Mining Protocol, the Regional Indicative Strategic 
Development Plan (RISDP), the Mining Agenda and the SADC Treaty. This adaptation resulted in an 
internationally competitive investment framework which recognizes the peculiar exigencies of the 
SADC mineral sector. 

   
The aim of the Harmonization Framework is not to create one mining policy for all SADC 

countries, but rather to create a uniform, competitive, flexible policy environment for the SADC 
mineral sector , that is underpinned by common principles and which optimizes the benefits of mineral 
extraction for all stakeholders, including Government, local and international investors, and local 
communities. 

  
The Framework recognizes that factors such as overall prospectivity and the types of mineral 

commodities, the development stage of the minerals industry, land tenure and use arrangements, the 
maturity and sophistication of legal and regulatory arrangements, infrastructure, economic and 
political stability will shape differences in the details of the national mining policies of the individual 
countries. For example, countries which depend heavily on a particular mineral (e.g., diamonds in 
Namibia and Botswana , or copper in Zambia) cannot be expected to have the same targets in their 
national policies. However, similar principles to optimize stakeholder benefits from the exploitation of 
those minerals can be applied. Similarly, countries with a history of unequal citizen participation in 
the minerals sector could emphasize policies that address that imbalance. Indeed, the principle of fair 
citizen participation in mining projects should apply in all cases. Variations in the NMPs are 
inevitable ; however, those variations should not contradict the spirit of harmonization, or hinder the 
implementation of the SADC Mining Protocol. 
 

Since the Framework is aligned to the RISDP, and informed by developments in the New 
Economic Partnership for Africa’s Development (NEPAD), the African Union (AU) and the African 
Mining Partnership (AMP), it incorporates the continent-wide strategies and aspirations  for the 
development of the minerals sector. 
 
 4.2  SADC Harmonization Framework   
 

The SADC Harmonization Framework proposes the harmonization of six broad areas, namely: 
mineral development; macroeconomics and business climate; governance; environmental 
management; social or people-oriented issues; and regional integration. It recommends a set of policy 
guidelines for each area. 

 
4.2.1 4.2.1 Mineral Development   

 
Mineral development includes issues relating to exploration, mineral rights and the 

administration of such rights. The Framework recognizes that exploration is the lifeblood of the 
minerals industry, therefore the unhindered ability to conduct exploration activities and proceed to 
mining operations  is a key consideration. The Framework provides guidelines on the procedures for 
acquiring and disposing of exploration rights. It emphasizes the need to clearly address issues such as 
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fee structure; restrictions on size of exploration area; duration of the permit; regulations on the 
progression from exploration to mining activities; ownership of mining rights; transferability and 
tradability of such rights. The Framework also emphasizes the need for efficient and, preferably, one-
stop reporting systems that do not overburden the investor with unnecessary bureaucracy. 

 
Mineral development also covers issues related to mineral marketing, beneficiation and 

research and development. One of the challenges facing the minerals industry in Southern Africa is 
the low level of mineral beneficiation and value addition. Increased value addition would help SADC 
countries optimize the benefits from their mineral endowment. Strengthened forward and backward 
linkages would also contribute to the industrialization of the region. The Framework advocates the 
need to articulate national value -addition strategies, including incentives to companies that invest in 
value addition. Since value-addition programmes contribute to the emergence of mineral clusters, the 
Framework outlines strategies to encourage and promote the growth of mineral industry clusters as 
part of overall national development strategies. The Framework recommends that the NMPs provide 
clarity on the disposal of minerals produced, outlining any marketing restrictions or local marketing 
requirements. 

 
A globally competitive minerals industry can only be maintained by adequately resourced 

research and development (R&D). The development of linkages between the minerals sector and the 
rest of the economy requires the development of new technologies and new product uses, which R&D 
support could provide. Usually mining companies will participate, or even take the lead, in R&D, but 
appropriate legislation is required to facilitate this. The Framework recommends that the NMPs define 
national and regional R&D strategies, support resources for such programmes, and incentives for 
companies investing in R&D. Since State support is critical for the creation of R&D capacity, the 
NMPs should emphasize the leading role of the State in research and development. 

 
Artisanal and small-scale mining (ASM) is important to mineral development in all countries 

in the subregion. As such, the Framework recommends that targeted policies be developed with regard 
to the subsector. ASM is considered a part of national economic empowerment and poverty alleviation 
strategies in the subregion. It also contributes to the growth of national economies. The Framework 
recommends that the NMPs provide clear policy guidelines for the subsector, especially in relation to 
special assistance programmes, and the integration of ASM into rural development programmes. 

 
4.2.2 Macroeconomic and Business Climate  

 
The section deals primarily with the economic development objectives of mining projects, as 

well as minerals ownership. The Framework recommends that the NMPs clearly articulate 
Governments’ aspirations with regard to ownership, as well as outline mandatory empowerment or 
affirmative action requirements, including negotiated ownership. Generally, local ownership 
requirements can take several forms: Government equity (either free-carried or commercial 
acquisition); mandatory commercial acquisition by indigenous groups, individuals or trusts; 
community ownership; or participation in senior management and executive boards of companies. The 
NMP should indicate the proportion of local ownership, local share in management and any joint-
venture requirements. A formal description of ownership requirements and assurance of the stability 
of the arrangements would enhance confidence among investors. 
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As highlighted in Chapter 3, the configuration of the tax regime is important for the 
competitiveness of any exploration and mining investment environment as tax liability is a cost to the 
investor. The Framework provides the outline of a viable taxation structure, including special 
treatment for mining projects, on a case by case basis. It identifies the essential components of a 
competitive fiscal regime and recommends that these be kept at a reasonable level in relation to other 
mining regions. It calls for the creative use of tax provisions such as corporate tax; accelerated 
depreciation; mineral-specific royalties; additional profit taxes; tax holidays, withholding tax and 
capital gains tax. The Framework also suggests the use of incentives for developing mines in remote 
locations. It further encourages the signing of tax treaties with investors’ home countries in order to 
avoid double taxation, and to improve the business attraction for mining projects. 

 
4.2.3  Governance   

 
An efficient and well-run governance system is a prerequisite for sustainable mineral 

development. In order for mineral development projects to meet the community’s expectations, it is 
important to hold broad-based consultations from the exploration phase through the mining and 
mineral processing phases to the mine closure and rehabilitation phase. This would ensure that 
community concerns are factored into the design and implementation of the project. Stakeholder 
consultations should be considered a part of CSR, as failure to obtain a general consensus 
compromises social sustainability within the mining communities. The Framework recommends that 
the NMPs provide for the establishment of consultative bodies, as well as make a commitment to meet 
reasonable social obligations vis-à-vis the communities, particularly beyond the life of the mining 
projects. 

 
One important issue in resource exploitation for the State, its citizens and private investors is 

the prudent management of mineral revenues. Indeed, the so-called “resource curse” has been 
attributed to mismanagement or misallocation of mineral revenues. As such, the NMPs must provide 
clear guidelines for the collection, distribution and management of revenues from the sector. 
Revenues collected as royalties, taxes or licence fees should have an effective, transparent 
management framework at the national level, and, if necessary, the regional level, depending on the 
system of governance. Concern over governance in the sector , in general, and of mineral revenues, in 
particular, has resulted in the emergence of initiatives such as EITI, as explained in Chapter 3. 

 
4.2.4 Environmental Management 

  
In line with international developments in environmental sustainability, the Framework 

outlines the environmental management expectations in the SADC mineral sector. It proposes 
requirements for environmental and social impact assessments, environmental management and post-
mining closure plans. The Framework further advocates the adoption of integrated environmental 
management principles in the development of mining projects, and the need to broaden land-use 
options beyond mining operations. To accommodate these provisions, the Framework recommends 
the creation of an environment rehabilitation fund, in line with international developments outlined in 
Chapter 3. The mainstreaming of environmental considerations into national sustainable development 
frameworks would promote overall resource efficiency in the production and consumption of 
minerals, and enhance overall environmental governance at the national and subregional levels. 
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4.2.5  Social Issues  
 
The Framework outlines the social expectations of the stakeholders in the mining sector - 

investors, workers and the community-, with regard to health and safety, HIV and AIDS, living 
conditions, mining communities engagement and development; migrant labour, the role of mining 
companies with regard to downscaling and relocating miners, their families and the communities. The 
Framework calls for the NMPs to provide guidance on national human resource requirements and the 
hiring and training of local staff to replace expatriate personnel. It further proposes that mining 
companies be required to present social and labour plans as part of the package for accessing mine 
development rights. 

 
The Framework is cognisant of the importance of a highly skilled workforce to enhance 

innovation and competitiveness in the sector. It therefore advocates a regional approach to skills 
training (including imparting alternative skills for use beyond mine closure) to close the skills gap in 
the subregion. Various approaches to facilitate skills development are proposed, including the use of 
tax rebates to entice mining companies to invest in skills development and the introduction of training 
levies which can then be used by the State to promote skills training. The facilitation of labour 
mobility across the subregion would help partially to address the skills gap and is one of the long-term 
goals of the SADC harmonization programme. 

 
The Framework provides recommendations for addressing the historical gender imbalance in 

the sector through affirmative-action approaches. It advocates specific gender-parity enforcement 
mechanisms, and the development of targeted policies to accelerate empowerment. Gender balance 
and women’s empowerment should not be restricted to ownership, but should also be extended to 
skills-building and access to training institutions. Support for women mining associations through 
appropriate legal instruments has been identified as a potent strategy for addressing the gender 
imbalance in relation to ownership and participation. 

  
4.2.6 Regional Cooperation and Integration 

  
While the Harmoniza tion Framework approved by SADC Mining Ministers does not include a 

regional cooperation and integration component, the harmonization of policies falls within the 
framework of regional cooperation and integration. Consequently, the NMPs should provide investors 
with clear directions in this respect, emphasizing the importance of regional cooperation and the role 
of the sector in the pursuit of regional integration. The NMPs should specify areas where cooperation 
needs to be deepened, including sharing of capacities such as R&D and mineral processing facilities, 
technology, and manpower training arrangements, as provided for in the Mining Protocol. Indeed, the 
fact that SADC declared itself a free trade area in August 2008, and plans to create a Customs Union 
in December 2009 are already advanced, demonstrates the importance that the member States attach 
to regional integration. As such the NMPs should outline the sector’s role, at the national level, in the 
pursuit of this regional goal. 
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It should be emphasized that the Harmonization Framework proposes an implementation 

strategy that advocates the alignment of policies and standards with the regional framework at a 
reasonable pace that takes into account the variable geometry within the subregion. Periodic progress 
assessments of the harmonization process will be carried out by the SADC secretariat. 
 

4.3 SADC Mining Policy Template  
 

The SADC Mineral Policy Template is basically an outline of the Harmonization Framework. 
It was developed at the same time as the Framework, and is intended as a guide to member States for 
the development of their NMPs so as to ensure uniformity in terms of approach and content. A survey 
carried out across the subregion revealed that although all of the countries had a Mining Act, only a 
few had mining policy documents. The majority relied on periodic pronouncements to provide 
information and direction on the sector to potential investors. As discussed in Chapter 3, a clear 
mining policy is important for potential investors since it underpins national mineral development 
objectives and strategy. Governments use NMPs to outline the ir mineral development objectives and 
legislative requirements, the roles of the players, and the socioeconomic and environmental 
responsibilities of investors. In that way, they build investors’ trust and confidence, which are required 
for them to undertake such high-risk and capital-intensive long-term investment projects. 

  
The Template, which member States can follow to develop their NMPs, provides for policy 

stability and  periodic adjustments; consistency and transparency; stakeholder dialogue in policy 
formulation; appropriate management of stakeholder expectations; transferability and tradability of 
mining rights; environmental protection and respect for social obligations; and integrated land-use 
planning. 

  
Table 2 below shows the (slightly) modified Mineral Policy Template that was used in this 

study. The approved Mineral Policy Template is shown in Annex II.  
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Table 2: Modified Mining Policy Template  
 

1.0 Mineral Development  
 

(a) Mineral Administration and Development Systems 
(b) Minerals Promotion and Marketing 
(c) Mineral Beneficiation and Clusters, Research and Development 

- Mineral Beneficiation and Clusters 
- Research and Development  

(d) Artisanal and Small-Scale Mining  
 

2. 0 Macroeconomic and Investment Climate  
(a) Political and Macroeconomic Environment 
(b) General Investment Regulations 
(c) Mining and the Fiscal Environment  

- International Taxation Issues 
- National Tax Issues 

3.0 Governance  
 
Regulation and Promotion 
 
(a) Stakeholder Consultation 
(b) Participation and Ownership 
(c) Management of Mineral Revenues  
(d) National, Provincial and Municipal Governments  
 

4.0 Environmental Management  
 
5.0 Social (People) Issues 

(a) Human Resources and Skills Development 
(b) Gender 
(c) Economic and Social Environment 
(d) Health and Safety 
(e) Downscaling 
 

6.0 Regional Cooperation  
 
 

The key difference in the two templates lies in the breakdown of the sections. The modified 
template separates mineral development issues from macroeconomic and business development 
aspects. It was felt that this enables a clear categorization of two distinct aspects of an NMP. 
Furthermore, ownership and management  issues are highlighted in the modified, but do not constitute 
a section in the Framework, where they are included under General Investment Regulations and the 
Business Environment. As such there is no section dedicated to those aspects in the modified 
template. 
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The main point of the template is to provide a snapshot of the Harmonization Framework and 

provide an overview of the operating environment outlined in an NMP. The approach to be adopted 
with regard to aligning national policies would depend on the policy status in the individual countries: 
countries that do not have an NMP should set about developing one based on the template; and 
countries that already have an NMP should start aligning it to the Framework, using the template as a 
guide. 

 
Given the dynamic nature of policy regimes, periodic reviews of the template and the 

Framework would be required to assess the relevance and completeness of the harmonization process, 
and enable any adjustments to be made, such as incorporating any new international developments. As 
stated above, the SADC Mining Policy Template is flexible and allows countries to emphasize areas 
of particular importance to them without deviating from the subregional approach. The template 
therefore allows for hybrid solutions to the many challenges facing the SADC mineral sector. 

4.4  Harmonization Implementation Plan 
 

An implementation plan to accompany the Harmonization Framework was developed in 2007. 
It proposes the activities to be carried out together with a timeframe, resources, key actors and the 
expected outcome of each activity. As mentioned in Chapter 1 above , the Harmonization 
Implementation Plan (HIP) translates the Harmonization Framework into an operational programme 
of activities consisting of eight themes, or thematic areas, and is the main entry point for the 
cooperating partners wishing to participate in the SADC mining harmonization programme. The 
themes, in order of priority, are as follows:  

 
(i)  Policy, Regulations and Administration  
(ii)  Geological and Mining Information Systems 
(iii)  Human Resources and Institutional Capacities 
(iv)  Safety, Health and Environment 
(v)  Investment Promotion  
(vi)  Value Addition, Innovation, Research and Development  
(vii)  Artisanal and Small-Scale Mining  
(viii)  Social Issues and Gender 

 
In agreement with the SADC secretariat, UNECA-SA is spearheading work on the activities 

relating to the theme Policy, Regulations and Administration. This theme aims to ensure that member 
States have similar NMPs, as a starting point, based on agreed regional guidelines that are reflected in 
the Framework. 
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5.0  COMPARISON BETWEEN NATIONAL MINING POLICIES AND THE 
SADC HARMONIZATION FRAMEWORK  

  
This chapter provides an analysis of the conformity of the NMPs, based on a survey of seven 

SADC countries, namely Botswana, Malawi, Namibia, South Africa, Tanzania, Zambia and 
Zimbabwe, and focuses on general trends identified on the basis of observation.  The analysis is based 
on comparisons of the NMPs with the SADC Harmonization Framework to identify differences. A 
detailed analysis of the individual NMPs and their degree of alignment can be found in the country 
reports contained in Annex III hereto. The structure of the chapter is based on the modified mineral 
policy template presented in Chapter 4 above. 

 
5.1 Mineral Development 

 
5.1.1 Mineral Administration and Development Systems 

 
Of the seven countries visited, Botswana, Malawi, Tanzania and Zambia have advanced draft 

mining policies to update existing ones. Namibia is planning to update its mining policy, although, the 
process has not started yet. The mining policies of all the countries visited are substantially compliant 
with the guidelines of the SADC Policy Harmonization Framework guidelines, in relation to this 
section. 
 

The NMPs provide for separate exploration (or prospecting) and other mining licences and 
permits, which all seem to be issued on merit, and based on proposed work plans. With regard to 
exploration and prospecting licences, both the size of the area and the duration of the permit are 
limited, and expenditure is proscribed. Upon renewal of the exploration permit, a prescribed 
percentage of the original area is relinquished. Once a company has an exploration licence, obtaining 
a mining permit is usually automatic, so long as the provisions of the exploration licence have been 
observed. In that way, security and exclusivity of tenure are always assured. All mining permits are 
issued upon submission of a business plan outlining the proposed operations and expenditure to be 
incurred. 

  
Holders of exploration and mining permits are required to submit a progress report on a 

regular basis, using a standardized reporting format. Two major problems were identified: first of all, 
the capacity to monitor compliance in relation to the various reporting requirements seems to be weak 
across the board and secondly, while there is a definite trend towards streamlining reporting 
requirements, many of the countries visited are far from establishing a transparent one-stop digital 
mineral administration system. 
 

However, all the countries maintain a central mineral registry and information management 
system. Since most of the databases are digital, data-sharing among SADC member States is possible, 
but issues of compatibility will need to be addressed. 
 

All the countries impose mineral-specific royalties on their resources, varying from 0 to 10 per 
cent. The administration of royalties, however, varies considerably from one country to another. For 
example, some countries, notably Zambia and Tanzania, suspend royalties when companies do not 
make a profit, which contradicts the premise that royalties are a depletion tax, payable whether a 
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company makes a profit or not. In the case of Zambia, royalties have since been scrapped in favour of 
the variable profits tax. However, profits can be a matter of conjecture by mining companies wishing 
to declare “losses.” 

 
While the policies of most of the countries visited are generally in compliance with the 

provisions of the SADC Harmonization Framework, inadequacies were identified in a few key areas 
in all the NMPs, which will require attention, namely: 

 
(i)  Creating simplified, transparent one-stop mineral administration and information systems 

within the relevant Mining Ministries; 
 

(ii)  Integrating national geological information systems into a subregional information 
management system in order to contribute to a subregional interpretation capability and 
joint publication of geological information; 

 
(iii)  Working together with the SADC secretariat and other member States to introduce 

proactive measures to combat mineral theft, illegal dealings in minerals, and other related 
crimes such as customs and VAT fraud, and money laundering. A project to that effect has 
been included in the current UNECA-SADC multi-year programme.  

 
  5.1.2     Mineral Promotion and Marketing 
 

Generally, all of the countries surveyed are involved in mineral promotion activities, with the 
scope of activities determined by the extent of their budgets and technical databases, which contain 
the economic information for effective marketing and promotion activities. Richer countries, like 
Botswana , take a longer-term view of mineral promotion, and attend as many investment conferences 
as possible. At the other end of the spectrum, countries with nascent mineral sectors, like Malawi, are 
only now putting into place mineral promotion structures. 
 

In most of the countries, with the exception of Zimbabwe, mineral marketing is undertaken by 
the private sector with a few mineral-specific exceptions, such as diamonds in Botswana, Namibia and 
South Africa. Areas for which greater harmonization efforts are required are: 
 

(i)  Committing to developing a database of tariff and non-tariff barriers for regional use, to 
assist in the marketing of value-added mineral products; and 

 
(ii)  Outlining systems to assist artisanal and small-scale miners with the marketing of mineral 

products, particularly information on prices and markets. 
 

5.1.3    Mineral Beneficiation and Clusters, Research and Development 
 

This is probably the most underdeveloped aspect of the SADC mineral sector, despite the fact 
that the mining policies of the SADC countries generally contain references to economic 
diversification and value addition in relation to their mineral products. Many NMPs also make 
specific reference to supporting R&D and the development of clusters anchored around the mineral 
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industry. For the most part, however, no comprehensive road map exists for achieving the stated 
policy intentions. 
 

Given the size of its economy, South Africa has structures and programmes for R&D on value 
addition to mineral products, under the innovation fund. South Africa also has excellent R&D 
infrastructure in process technology. Tanzania has an intergovernmental research centre with 
industrial minerals research capability. Botswana and Namibia have also made several attempts to add 
value to their diamond outputs, but nothing has been done with regard to the other minerals that they 
produce. Zimbabwe has facilities at the Institute of Mining Research and the government-owned 
Metallurgical Laboratory. Furthermore, several universities in SADC member States have the 
potential to carry out research, but are generally under-funded and under-equipped. 
  

There is an urgent need for Governments to develop national frameworks  for mineral 
beneficiation, research and development and innovation, as well as mineral clusters. One way of doing 
this would be to leverage  industry participation and investment in these areas. At the regional level, 
mineral beneficiation, research and development and innovation, as well as mineral clusters are all 
areas that lend themselves to cross-border capacity-sharing and economies of scale in R&D. For 
example, South Africa, Namibia and Botswana could share capacities to develop a jewellery cluster 
based on work that has already been undertaken in South Africa. 
 

The NMPs should underscore the importance of enhancing the contribution of the minerals 
sector to national development through: 
 

(i)  Commitment to creating an enabling environment to attract investment in manufacturing 
as a way of promoting mineral beneficiation, using fiscal incentives such as lower tax 
rates; 

 
(ii)  Commitment to identifying minerals with value-addition potential and developing a 

regional strategy for their beneficiation; 
 
(iii)  Working within a regional framework on collaborative R&D programmes to develop 

clusters and strengthen national and intra-regional economic linkages; 
 
(iv)  Identifying and implementing strategies to strengthen transport, energy and water 

infrastructure, technology, skills and other inputs for value addition, including the 
provision of incentives; 

 
(v)  Strengthening the State’s commitment to funding fundamental research and innovation, 

and encourage  industry participation in funding applied research programmes in the 
mineral sector; 

 
(vi)  Commitment to work with and support existing research and development  centres in other 

countries in the subregion to facilitate subregional research and development of capacity-
sharing and technology transfer;  
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(vii)  Commitment to providing support to the small-scale subsector for the confection of  goods 
for regional markets, and the development of a sectoral strategy to include research and 
development, training, marketing, finance, technology and management skills so as to 
facilitate the subsector’s growth. 

 
5.1.4     Artisanal and Small-Scale Mining  

 
Artisanal and small-scale mining (ASM) seems to the Achilles’ heel of the mineral sector in 

many SADC countries. By and large, the NMPs contain excellent provisions to support the subsector, 
but in practice, capacity is lacking, due in part to the many weaknesses inherent to the subsector. 
These weaknesses include marketing difficulties, financing gaps, lack of technology support, 
underdeveloped skills, lack of marketing knowledge , and poor knowledge of health, safety and 
environmental issues, not to mention the illegal nature of operations in many cases. Nevertheless, 
several countries, notably Botswana, Namibia and South Africa have made progress in overcoming 
these weaknesses, although more still needs to be done to facilitate the transition from artisanal and 
small-scale miners to viable business entities. 
 

In order to be harmonized with the subregional Framework, the NMPs need to include 
provisions: 

 
(a) For improved access to land, financ ing, technology and skills development in a 

decentralized manner;  
 
(b) To foster the development, adoption and enforcement of internationally acceptable and 

uniform health, safety and environmental guidelines for the subsector. Those aspects 
should be given separate and explicit treatment in the NMPs; and 

 
(c) Outlining the important role of ASM in rural development , and fostering the 

development of strategies to integrate the sector into rural development programmes, 
by providing for incentives to stimulate such integration. 

 
5.2 Macroeconomic and Investment Climate  
 
5.2.1 Political and Macroeconomic Environment 

 
Political and economic stability are important for the development of the mineral sector, 

especially given the long-term nature of mining projects. Political stability includes leadership 
succession; while the subregion generally enjoys political stability, leadership succession is not 
always smooth. Another issue is that of aligning the mineral sector to national developmental 
imperatives. Citizens generally feel that the mineral sector does not play its full role as the proverbial 
“engine of growth.”  
 

From the viewpoint of the Harmonization Framework, NMPs need to:  
 

(i)  Collectively develop strategies to attract foreign direct investment (FDI) in the regional 
minerals industry. Efforts should focus on reducing the perceived political risk to investors, 
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and enhancing cooperation among member States in the social, economic and political 
spheres;  

 
(ii)  Include a commitment to work towards regional macroeconomic convergence through 

adherence to regional inflation, interest rates, economic growth targets as part of the 
process to deepening integration, thereby promoting regional stability; and 

 
(iii)  Continuously review incentives aimed at stimulating and achieving specific developmental 

objectives, such as value addition and economic diversification. 
 

5.2.2 General Investment Regulations 
 

The NMPs of SADC member States are generally committed to private-sector-led mineral 
development projects, in some cases with minority Government equity participation. Some countries, 
such as Malawi and Tanzania, do not have a Government equity option. With the exception of South 
Africa, none of the SADC Governments has a policy framework for the participation of nationals in 
the mineral sector. Namibia is in the process of developing such a framework. As outlined in Chapter 
3, the formal lack of participation by nationals in large-scale mining projects is likely to remain a 
contentious issue in the foreseeable future. 

 
In view of harmonization, therefore, NMPs should:  
 

(i)  Provide for the option whereby Government may acquire an equity stake (in commercial 
terms) in mining projects; and 

 
(ii)  Contain specific provisions aimed at facilitating and enhanc ing local investment 

participation in mining projects. 
 
5.2.3 Mining and the Fiscal Environment  
 
While many of the recommendations contained in the SADC Harmonization Framework have 

been met by the countries included in the study, taxation remains the most contentious issue for many 
member States, due in part to the fact that the countries generally offer very attractive tax incentives, 
designed to attract and retain investment in their respective mining sectors. Nonetheless, some 
Governments and citizens feel that some countries are not deriving the full benefit from their mineral 
sector because mining companies do not always fully comply with tax provisions. In fact, some 
reportedly violate tax provisions. 

 
Key issues from Government’s viewpoint include reduced tax collection due to under-

declaration of profits; unlimited carry-forward losses, which in many cases obviate tax imposition; 
suspension of royalt ies and other taxes when operations are not profitable; non-payment of capital 
gains tax, for example on equipment which would have been bought originally on generous tax 
provisions; and the extension of tax credits to non-core mining activities. Companies, on the other 
hand, are wary of arbitrary tax increases that sometimes violate the agreements on which the ir 
business decision to develop a mining project is based. With the exception of South Africa and 
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Botswana, none of the SADC countries appears to have signed any taxation treaties with the home 
countries of mining companies operating in their territory. 

 
It is worth recalling some of the principles outlined in Chapter 3 above. Essentially, minerals 

are the factor input by Government into an investment project. Additional compensation to 
Government in times of high mineral prices is a reasonable business expectation, based on the 
mineral-resource rent philosophy. Furthermore, royalties are essentially a depletion allowance payable 
in times of loss and profit, contrary to current practice in some SADC countries. While taxes should 
be transparent, predictable and stable, and enable a fair return on investment, they are mandatory 
provisions enforceable through the rule of law. 

 
Many of the weaknesses and dilemmas identified in the countries studied can be addressed 

through the implementation of the following harmonization provisions: 
 

(i)  Sign tax treaties with the home countries of the main investors, not only to prevent 
double taxation, but also to provide revenue authorities with avenues for transparency 
and dialogue on tax information with the host countries of the mining companies; 

 
(ii)  Introduce transparent and automatic rent-distribution measures to be applied when 

commodity prices are high, such as additional profit taxes, ad valorem royalties or 
windfall taxes;  

 
(iii)  Avoid lengthy tax holidays , but rather limit their use to investment projects that meet 

specific national policy and development objectives, and for a limited period of time; 
 
(iv)  Limit the period for carry-forward losses or the cost amount as determined in the income 

tax calculation;  
 
(v)  Contribute to mine rehabilitation trust funds, approved environmental expenditure and 

approved social expenditure income tax deductibles; 
 
(vi)  Consider protecting the domestic tax base through the introduction of transfer pricing 

rules and a judicious use of the capital gains tax; 
 
(vii)  Ensure that the total or effective tax burden is competitive in relation to global and 

SADC ranges of aggregate mining taxes; and 
 
(viii)  Introduce ring-fencing of mining taxes to separate tax responsibilities for individual 

mines and non-mining activities. 
 

 5.3 Governance   
 

This is another area of contention between Governments and mining companies for a number 
of reasons , including the fact that CSR provisions are only marginally implemented and are often not 
backed by legislation, and companies do not uphold the same CSR standards that are applicable in 
their home countries. Other weaknesses manifest themselves in the poor sustainable development 
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practices which are often not even provided for in the NMPs. Unfortunately, industry self -regulation 
does not extend to CSR in many of the countries visited. Chambers of Mines could, for example, act 
as strong vehicles for industry self-regulation with regard to CSR. 

 
Governments, for their part, do not promote broader citizen participation in the mining-related 

issues that concern them. Governments tend to consider sector regulation as their responsibility, so 
that local equity participation in mining projects is neither seriously encouraged, nor provided for by 
law, as is the case in South Africa. Furthermore, participation in initiatives, such as EITI, which 
encourage transparency, is not widespread in the countries of the region. 

 
The general inadequacies and weaknesses can be improved through the implementation of the 

following recommendations contained in the Harmonization Framework. Governments should: 
 

(i)  Develop a CSR framework, including a charter (in consultation with the mining 
companies), so as to make a commitment to social responsibilities, including skills 
training, numeracy and literacy development  for mining communities as a requirement for 
the granting of mining licences; 

 
(ii)  Ensure that companies make a commitment to reasonable social obligations as a 

requirement for the granting and renewing of mining licences; 
 
(iii)  Facilitate the establishment of community stakeholder committees in mining districts in 

order to promote community participation in mining projects and to leverage this 
participation into decision-making at the district council level. A district development 
fund could also be considered; 

 
(iv)  Develop an advisory framework or stakeholder body comprised of industry, labour and 

community representatives (such as NGOs) to work with Government on policy and 
regulations in a consultative capacity and to act as a liaison with the SADC secretariat and 
regional mineral industry associations; 

 
(v)  Promote the establishment and use of think-tank capacities in resolving mining issues and 

in bringing together politicians, communities, universities, the State and mining 
companies; 

 
(vi)  Include a commit to set up programmes aimed at engaging meaningful citizen 

participation in minerals exploitation through affirmative ownership and skills transfer, 
and which also address gender imbalance; and 

 
(vii)  Ensure that sustainable development objectives are part of mineral legislation. 
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5.4      Environmental Management 

 
Environmental management is another problematic area for the SADC mining sector. Currently, 

most policy frameworks and legislation clearly state the requirement for environmental impact 
assessments prior to the granting of a mining licence.  However, provisions relating to mine closure 
plans, land use, land reclamation funds and trust accounts, and availability of public liability insurance 
to guarantee third party compensation are less clear.  

 
Good environmental management is not just part of good corporate governance, but also part of 

sustainable development. It therefore comes as a surprise that adequate provisions have not been made 
with regard to environmental management as part of the sustainable development strategy. 
Furthermore, in developed economies, policies and legislation provide for the restoration of  mined 
areas to a condition capable of supporting all previous land-use options. Such provisions are generally 
considered to be too stringent for SADC NMPs. 

 
Some of the difficulties relating to environmental management stem from the fact that mining 

companies regard good environmental management as a cost rather than an integral part of their 
operations. They claim that they do comply with the laws of the land, even though they are aware of 
the inadequacy of the provisions and the implementation of the laws. Governments, on the other hand, 
often regard the mining sector as a highly strategic economic sector and one that is above the law. 
There are several instances in which mining companies have not been prosecuted even though the ir 
operations have polluted rivers with drastic consequences on communities living downstream. 

 
As part of the harmonization effort, Governments need to strengthen the environmental 

provisions in the NMPs, in such a way as to: 
 

(i)  Incorporate principles of integrated environmental management on all exploration and 
mining projects by expanding EMP requirements; 

 
(ii)  Incorporate multiple land-use planning and post-mining uses of the land as 

requirements for granting exploration and mining licences; 
 
(iii)  Introduce an environmental rehabilitation fund, including a provision for 

environmental disasters and social decline (e.g. ghost towns) due to mining; 
 
(iv)  Incorporate environmental and social impact assessment as a requirement for granting 

exploration licences; 
 
(v)  Provide for the development of a framework to strengthen the monitoring of the   

implementation of environmental legislation, and expedite the introduction of 
environmental bonds for post-mining rehabilitation;  

 
(vi)  Collaborate within a regional framework to develop and implement a uniform SADC-

wide system of environmental legislation. 
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5.5 Social/People Issues 
 
5.5.1 Human Resources and Skills Development 

 
Skills development is an ideal area for regional cooperation, especially given the shortage of 

mining-related skills in the subregion, in terms of both quality and quality. Unfortunately, cooperation 
in this area is not well organized. The problems include the non-recognition of national qualifications 
among the SADC countries due to a lack of accreditation systems; limited industry participation in the 
delivery of education and training in most countries; and limited education and training facilities in 
the region. These shortcomings exacerbate the skills deficiency in the subregional mineral sector. 
 

Ideally, the subregion should seek to develop a framework that would facilitate the free 
movement of skills, access by all SADC citizens to human resources development facilities, and the 
use of a skills forecasting model to ensure that the SADC mining industry has access to adequate 
skills not just to ensure efficient functioning, but also competitiveness in global terms. 

 
The key issues to be addressed in the harmonization of policies include: 
 
(i)  Promoting a regional approach to skills development through sharing and utilization of 

existing training infrastructure; 
 
(ii)  Cooperation between member States to create an environment to facilitate skills 

mobility across the SADC subregion through accreditation systems, standardization of 
qualifications, and harmonization of migration requirements; 

 
(iii)  Encouraging industry participation in academic and professional training programmes, 

including alternate skills development programmes for employees, through well- 
articulated tax incentives; 

 
(iv)  Cooperation between member States to periodically assess skills deficiencies in the 

mineral industry, and the development and maintenance of an active skills database for 
the sector. Cooperation could also include direct financial support to training institutions 
in the countries of the subregion. 

 
5.5.1.1.1.1.1 5.5.2 Gender 

 
The NMPs do not usually contain specific provisions to address gender issues in the sector, 

and this is contrary to the spirit and principles of the SADC Declaration on Gender. Therefore, in the 
context of harmonization, the NMPs should include provisions aimed at: 

 
(i)  Ensuring that all national policies and programmes related to mining, including education 

and training opportunities, are based on gender equality and equity; 
 

(ii)  Undertaking communication and sensitization programmes to address resistance to 
women empowerment, and to eliminate barriers preventing women’s effective 
participation and contribution to the mining sector;  
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(iii)  Ensuring that the objectives and principles contained in the SADC Protocol are met in a 

timely manner. 
 

5.5.3 Economic and Social Environment 
 

The key issues in this area relate to how mining companies address social issues, such as 
HIV/AIDS, as well as their interaction with the communities in which they operate. In general, each 
mining company has its own approach, which is implemented in an ad hoc manner; there are no 
specific guidelines on good corporate social responsibility. This area requires attention across the 
SADC subregion. As mentioned in Chapter 3, South Africa is a noteworthy exception, since CSR in 
that country is embedded in policy, and backed by legislation. 

 
In the context of harmonization, the NMPs should: 

 
(i)  Emphasize the need for mining companies to manage the impact of HIV/AIDS in 

partnership with Government and communities, through national and regional 
HIV/AIDS frameworks; 

 
(ii)  Include a commitment to develop a CSR charter in consultation with Chambers of Mines, 

mining communities and other stakeholders; and 
 
(iii)  Ensure that all mining companies subscribe to a policy of good corporate social 

responsibility so as to ensure that social obligations, such as stakeholder consultations, 
community responsibilities and training, are met. 

 
5.6  Regional Cooperation 

 
Regional cooperation and integration, through the implementation of the Mining Protocol, is at 

the heart of the process to harmonize mining policies in the subregion. Indeed, the objectives 
contained in the Mining Protocol include enhancement and sharing of human and technological 
capacities and knowledge  across the sector; promotion and development of common standards for the 
subregional minerals industry; and promotion of private-sector participation in minerals development. 
Many of the NMPs do not contain provisions specific to regional cooperation and integration, or when 
they do, the provisions are rather vague and indirect.  
 

In the context of harmonization, therefore, the NMPs should contain detailed and specific  
provisions on regional cooperation and integration, in particular in the following areas, which are also 
part of the Harmonization Implementation Plan: 

 
(i)  Geological and mining information systems 
 
(ii)  Mineral and investment promotion 
 
(iii)  Value addition, R&D, and cluster formation 
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(iv)  Artisanal and small-scale mining 
 
(v)  Safety, health and the environment 
 
(vi)  Human resources development 
 

 
6.0 CONCLUSION AND WAY FORWARD 
 

The study covered by this report evaluated the national mining policies of several SADC 
countries against the Harmonization Framework approved by the SADC Mining Ministers in 2006. 
The study also compared the NMPs to international best practices and evolving global trends in 
mining policy. 

 
The main conclusions reached were that the SADC countries evaluated generally have 

progressive mining policies that conform to the SADC Harmonization Framework in a number of 
areas. The area of greatest conformity is in mineral development, primarily mineral rights and the 
permit system. However, the administration systems, processes, and capacities relating to mineral 
rights vary considerably from one country to the other. This comes as no surprise as mineral 
development itself varies considerably within the subregion, from new entrants like Malawi to 
established mining economies such as South Africa. Key areas for improvement include the 
establishment of one-stop administrative systems and the integration of national geological 
information systems into a regional economic information system for marketing SADC mineral 
prospectivity. Furthermore, provisions for mineral beneficiation strategies, innovation and R&D 
should be made more explicit in most of the NMPs, while the ASM subsector needs to be integrated in 
a meaningful manner into the broader rural development strategies. 

 
In general, the fiscal incentives provided by the countries of the subregion are competitive , and 

demonstrate the political will to attract global mining investment, an area in which significant success 
has been scored. However, not only does the generosity of the tax incentives vary widely, but they are 
a source of great friction between Governments, communities and mining companies. Since there are 
so many tax incentives, they are not always used judiciously by Governments, and in some cases, the 
tax benefits are cancelled by the equally generous tax holidays and royalties which should not apply 
when companies do not make a profit. The mineral tax regime needs to be tightening in a number of 
countries in the subregion, as there is a sense that Governments have been out-negotiated. 
Government capacities need significant improvement in this area. The mineral industry should not be 
considered as simply a source of revenue for the State, but rather it should be better integrated into the 
broader development objectives, since it has the potential to be a powerful vehicle for regional 
industrialization. The mining policies need to take this into account and exploit this potential. 

 
Compared to international practice, areas such as governance, corporate social responsibility 

and community inclusiveness require significant improvement. Based on general observation, the 
mining companies operating in the subregion are not as good corporate citizens as they are in other 
regions of the world. SADC needs to develop a regional corporate social responsibility framework in 
which the environmental and social responsibilities of mining companies are well articulated. 
Programmes to finance such responsibilities need to be broadened to include environmental and social 
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funds. Ownership and management of mineral assets also need to be expanded, while Governments 
need to provide more transparency in the governance and use of mining revenues. Use of multi-
stakeholder systems could increase transparency and ensure that policies and regulations remain in 
touch with stakeholder needs. 
 

The spirit and intent of the Mining Protocol is to harmonize and align mining policies and 
administrative and regulatory frameworks in the subregion. However, many NMPs do not have 
provisions on regional cooperation and integration. Consequently, in the context of harmonization, the 
NMPs should include detailed provisions on regional cooperation and integration, particularly in those 
areas where capacities can be shared in order to implement the Protocol, namely, geological and 
mining information systems; mineral and investment promotion; value addition, research and 
development and cluster formation; artisanal and small-scale mining; safety, health and the 
environment; and human resources development. 
 
 This report has highlighted key areas of weakness, and proposed actions to help the SADC 
countries advance the harmonization agenda. However, given the scope and complexity of the issue 
and the different stages of development among the SADC member States, a number of questions on 
how to proceed are still outstanding. Several countries are either in the process of, or contemplating, 
reviewing and enhancing their mining policies, which provides a good opportunity for them to 
incorporate the provisions of the Harmonization Framework. On the other hand, and as evidenced in 
this report, capacities for developing a mining policy and managing the harmonization process are 
weak at both the secretariat and the member States levels. As such, capacities need to be developed at 
least at the management and advisory levels in order to effectively coordinate and manage the 
harmonization programme, and advise member States on the legal and technical provisions of their 
NMPs. Further consideration is required on the part of the SADC secretariat, with the assistance of the 
United Nations family, and international cooperating partners, on how to build capacities, both 
qualitatively and quantitatively, in the short term, and in the longer term, and to strengthen the weak 
capacities at the member State level so as to facilitate the harmonization process. Finally, it would be 
useful to associate timeframes for the various stages of the harmonization process, which would also 
benefit from Government leadership. 
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ANNEX I 
Approved Framework for the Harmonization of Mining Policies, Standards,  

and Legislative and Regulatory Frameworks in Southern Africa7 
 
 
1.       MINERAL DEVELOPMENT  
 
 1.1 Mine ral Administration and Development Systems 
 

Envisaged SADC actions 
 
Member States should: 
 
(i)  Create simplified, transparent one-stop mineral administration systems within the 

appropriate ministries; 
 
(ii)  Consider the merits of each application for an exploration licence separately, and 

negotiate an appropriate size of area, taking into account the circumstances (uniqueness) 
of the application, the credibility of the applicant, the work programme, and national 
and regional policy objectives; 

 
(iii)  Limit the initial term for an exploration licence in order to reflect the exploration 

commitments in the work programme, and stipulate that it is renewable once for a 
shorter period. A relinquishment  provision should be made to enforce the “use-it-or-
lose-it” principle, and to ensure that licence holders demonstrate progress in work plans. 

 
(iv)  Make it mandatory for holders of exploration and mining rights to regularly submit 

information in a standardized format, and upon expiry of the right, submit to the State, a 
detailed report of exploration and mining activities; 

 
(v)  Integrate their geological information into a regional information management system, 

to facilitate regional interpretation and joint publication; 
 
(vi)  Provide for automatic progression from exploration to mining for holders of exploration 

rights who comply with the rules; 
 
(vii)  Ensure security and continuity of tenure with reasonable exclusivity, enforceability and 

transferability of rights; 
 

                                                 

 

7  The headings of the provisions in the Harmonization Framework are slightly different from those shown in the Mining 
Policy Template. This is in order to enhance the classification of the actions proposed in the Framework. 
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(viii)  Consider issuing mining rights for a limited initial period to 1) ensure conformity to 
business plans, and 2) enable holders to realize an adequate return on the initial 
investment; 

 
 
(ix)  Introduce a fee structure that encourages exploration, avoids sterilization, and is linked 

to work programmes; 
 
(x)  Establish surface rental fees based on the property market, which will require negotiated 

rates with landowners. For State-owned land, the rates may be standardized, but 
reviewed regularly to reflect market values;  

 
(xi)  Work together to introduce proactive measures to combat mineral theft, illegal dealings 

in minerals and other associated crimes, such as customs and VAT fraud and money 
laundering. 

 
 1.2 Mineral Promotion and Marketing 
 

Envisaged SADC actions  
 

Member States should: 
  

(i)  Allow the free market to determine the marketing of minerals, and only ensure 
monitoring through the responsible ministry. However, the artisanal and small-scale 
mining sector should be provided with marketing assistance; 

 
(ii)  Identify suitable niche markets to market unique products, such as African-designed 

jewellery for the artisan and small-scale sector;  
 

(iii)  Develop a database of tariff and non-tariff barriers to target markets for use by regional 
producers. 

 
 1.3 Mineral Beneficiation, Clusters, Research and Development 
 

Mineral Beneficiation and Clusters  
  
Envisaged SADC actions 
 
 Member States should: 

 
(i)  Create an enabling environment to attract investment in manufacturing, as a major 

initiative to promote mineral beneficiation; 
 
(ii)  Identify and analyse minerals that have value-addition potential in the subregion, and 

develop beneficiation projects on a subregional scale; 
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(iii)  Strengthen supporting infrastructure (transport, energy and water), technology, skills and 

other inputs for value addition;  
 
(iv)  Support initiatives from producer associations to address barriers to value addition, using 

appropriate incentives; 
 
(v)  Adopt a collaborative approach to applied R&D with regard to cluster formation, 

emphasizing the need for further value addition to minerals , and the provision of mineral 
transport infrastructure in the subregion. 

 
Research and Development  
  
Envisaged SADC actions 
 
Member States should: 

 
 
(i)  Take the lead in funding fundamental research, and encourage industry participation in 

funding applied research programmes in the mineral sector; 
 

(ii)  Develop and maintain regional centres of excellence in research and development. These 
centres should develop and maintain links, establish networks, and share resources, 
competencies, expertise and research outcomes with similar organizations , and skills 
within and without the subregion; 

 
(iii)  Countries that do not have R&D capacity should collaborate and support existing centres 

in other countries in the subregion so as to promote skills and technology transfer within 
the subregion; 

 
(iv)  Provide support and reward for research outcomes that address specific issues in the 

minerals industry. Cooperation with the private sector in research and development 
activities is important; 

 
(v)  Emphasize technological innovation by industry through appropriate instruments, 

especially where research and development contributes to the development of the 
manufacturing sector; 

 
(vi)  Provide support for the development of a small-scale industry to manufacture products 

for local markets, and develop a sector strategy to include research and development, 
training, marketing, finance, technology and management skills;  
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1.4 Artisanal and Small-Scale Mining  
  

Envisaged SADC actions 
 

Member States should: 
  

(i)  Review policies and legislation relating to artisanal and small-scale mining (ASM) with a 
view to alleviating poverty;  

 
(ii)  Develop ASM policies and legislation that provide the necessary environment to ensure 

improved access to land, financing, marketing, technology and skills development, 
especially entrepreneurial skills for the ASM sector; 

 
(iii)  Develop, adopt and enforce appropriate and uniform health, safety and environmental 

guidelines for the ASM sector;  
 

(iv)  Ensure that the ASM sector is integrated into rural community development programmes. 
 
2.  MACROECONOMIC AND INVESTMENT CLIMATE 
 
 2.1 Political and Macroeconomic Environment 
 

Envisaged SADC actions 
 
Member States should: 

 
(i)  Develop economic strategies to reduce unemployment in the subregion, including 

supporting the informal sector and small-scale industries, especially the artisanal and 
small-scale mining sector. Reducing unemployment will also help to alleviate poverty. 
The mining sector has the potential to contribute to employment directly and indirectly 
through secondary activities, by promoting further processing of minerals and the 
development of mineral-based products; 
 

(ii)  Collectively develop strategies to attract foreign direct investment (FDI) into the 
subregional minerals industry. Efforts should be focussed on reducing the perceived 
political risk to investors, and enhancing social, economic and political cooperation 
among member States. Member States with politically unstable environments should be 
supported and helped to achieve stability for  the benefit of the subregion;  
 

(iii)  Improve their macroeconomic policies and aim to attain regional macroeconomic 
convergence. Regarding inflation, individual countries should ensure compliance with 
the regional target of less than 10 per cent per year;  
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(iv)  Introduce incentives to stimulate specific policy objectives, such as economic 
development in mining areas, and the creation of value-adding (mineral beneficiation) 
industries. 

 
2.2 General Investment Regulations 

 
Envisaged SADC actions 
 
Member States should: 

 
(i)  Have the option to acquire local equity in mineral development projects, on commercial 

terms. This should be clearly stated in the mining policy;  
 

(ii)  Gradually and cautiously reduce exchange controls without compromising the ability of 
inflows of foreign currency into the sector , in order to assist other foreign currency-
dependent sectors of the economy and enable Government to retire foreign debts;  

 
(iii)  Not restrict the payment of dividends to foreign shareholders by foreign investors. 

 
  
 2.3 Mining and the Fiscal Environment  
 

International Taxation Issues 
 

Envisaged SADC actions 
 

Member States should: 
 

(i)  Sign tax treaties with investors’ home countries to avoid double taxation on the investor, 
but also to assist the taxation authorities in the exchange of information; 

 
(ii)  Impose withholding taxes on dividends, royalties, management fees and interest, albeit, 

at rates that would not hinder investment; 
 

(iii)  Provide relief on import duties to capital items for the minerals sector;  
 

(iv)  Explore the opportunities that export duties could provide as a means of encouraging 
beneficiation and value addition;  

 
(v)  Protect the domestic tax base by introducing transfer-pricing rules based on OECD 

(arm’s length) principles. 
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National Tax Issues 
 
Envisaged SADC actions 
 
Member States should: 

 
(i)  Take advantage of the opportunities that tax-stability agreements could provide in order 

to pursue specific development objectives; 
 
(ii)  Ensure that the effective tax burden is competitive; 
 
(iii)  Introduce internationally competitive mineral royalties as compensation for mineral 

depletion. Royalty rates should be mineral-specific; 
 
(iv)  Introduce automatic rent distribution measures which would apply at times of high 

commodity prices, inter alia, by the imposition of additional profit taxes, ad valorem 
royalties or equity participation by Government ;  

 
(v)  Avoid tax holidays , but consider limited use thereof for investment projects that meet 

specific national policy and development objectives; 
 
(vi)  Provide for accelerated amortization and depreciation schedules for the treatment of 

exploration, mine development and capital expenditures; 
 
(vii)  Introduce a mining tax ring-fence to separate mining from non-mining activities; 
 
(viii)  Limit either the period of loss carry-forward or the cost amount as determined in the 

income tax calculation;  
 
(ix)  Consider including realized capital gains (or a portion thereof) in the annual income tax 

calculation;  
 
(x)  For purposes of mine rehabilitation on closure, provide for contributions to a mining 

rehabilitation trust fund to be tax deductible; and for any build-up or disbursement out 
of the fund to be tax free, except in respect of  the surplus;  

 
(xi)  Provide for approved environmental expenditures to be an allowable deduction for 

income tax purposes;  
 
(xii)  Provide for approved social expenditures to be an allowable deduction for income tax 

purposes. 
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3. GOVERNANCE  
 

Envisaged SADC actions 
 
Member States should: 

 
(i)  Introduce sustainable development objectives into their mining policies; 

 
(ii)  Put in place programmes aimed at fostering meaningful national participation in the 

industry, and skills transfer to empower locals to manage the benefits of mineral 
exploitation;  

 
(iii)  Establish national consultative bodies to advise on mineral administration; the 

Chairpersons of these bodies must liaise with the SADC secretariat and the subregional 
mining industry associations;   

 
(iv)  Include a commitment to reasonable social obligations as a requirement for granting and 

renewing mining licences;  
 

(v)  Encourage mining companies and State-run mining organizations to provide skills 
training, including numeracy and literacy, to their employees and the communities in 
which their mining activities are carried out. 

 
4. ENVIRONMENTAL MANAGEMENT  
  

Envisaged SADC actions 
 
Member States should: 

 
(i)  Harmonize principles of integrated environmental management, as well as legislation, 

implementation mechanisms, and regulations on basic environmental impact assessments 
before granting exploration rights. With regard to mining rights, international principles 
of integrated environmental management should apply to all projects; 

 
(ii)  Make it mandatory for mining companies to provide for ongoing, early and post-closure 

rehabilitation of mining areas, and compensate for adverse impacts on community 
livelihoods; 

 
(iii)  Include provisions for multiple land-use and post-mining land-use planning as a 

requirement for granting exploration and mining licences;  
 

(iv)  Provide for an environmental rehabilitation fund in legislation to, inter alia, address the 
issues of  environmental disasters and social decline as a consequence of mining. 
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5. SOCIAL (PEOPLE) ISSUES 
 
 5.1 Human Resources and Skills Development 
 

Envisaged SADC actions 
 
Member States should: 

 
(i)  Encourage industry participation in professional training and development programmes 

through the provision of incentives to encourage skills development programmes; 
 

(ii)  Assess skills deficiencies in the minerals industry, and develop and maintain an active 
skills database for the sector ; 

 
(iii)  Create an environment to facilitate skills mobility across the SADC subregion, through 

standardization of qualifications and streamlining of migration restrictions; 
 

(iv)  Continue to develop mining-related skills development programmes; 
 

(v)  Require companies to present social and labour plans as part of the package for accessing 
mine development rights, and encourage companies to train employees in alternative 
skills so as to better manage downscaling;  

 
(vi)  Promote a regional approach to skills development through the sharing and utilization of 

existing training infrastructure. 
 
 5.2 Gender 
 

Envisaged SADC actions 
 
Member States should: 

  
(i)  Should revise mining legislation, where necessary, to include specific provisions for 

gender equality and equity enforcement, and develop targeted policies to empower 
women in mining and/or support gender equality in mining policies, with appropriate 
legislation; 

 
(ii)  Apply the 50/50 gender equality principle as a regional goal and set annual targets on the 

number of women to be recruited in senior positions in mining ministries or departments, 
mining schools and mining companies; and monitor the attainment of the annual targets; 

 
(iii)  Develop and implement education programmes to increase women’s access to the sector, 

and adaptability in the minerals industry, and ensure retention of skilled women in the 
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minerals sector ; extend training programmes to include officers in ministries or 
departments responsible for mining;  

 
(iv)  Introduce communication and sensitization programmes to address resistance to women 

empowerment and eliminate barriers preventing women’s effective participation and 
contribution to the mining sector ; develop and apply punitive measures aimed at 
discouraging discrimination against women. 

 
 5.3 Economic and Social Environment 
 

Envisaged SADC actions 
 

Member States should: 
 
(i)  Address HIV/AIDS as defined in the SADC Agenda and continue to manage the impact 

of HIV/AIDS in the SADC subregion as outlined in the SADC HIV/AIDS Strategic 
Framework and Plan of Action of 2003-2007;  

 
(ii)  Ensure that local communities benefit from the mining activities carried out in their 

areas; however, levy direct local taxes at levels that do not discourage investment and 
that are in line with the national tax regime. 

 
6. REGIONAL COOPERATION  
 

Envisaged SADC guidelines 
 

While the SADC Mining Policy Template has a heading for regional cooperation, it does not, 
however, prescribe actions to be taken in that area. As such, the mining policies of the member States 
should address that deficiency by including specific provisions on regional cooperation. Member 
States are signatory to the Mining Protocol, the central tenets of which include the harmonization and 
alignment of mining policies, and administrative and regulatory frameworks; sharing human and 
technological capacities; and promot ing private-sector investment , especially through enhanced 
availability of economic information. In terms of implementing the Protocol, SADC has developed a 
Framework for the Harmonization of Mining Policies, Standards, and Legislative and Regulatory 
Frameworks in Southern Africa, as well as an Implementation Plan to translate the Framework into an 
operational programme of activities.  
 

Both the Mining Protocol and the Harmonization Implementation Plan (HIP) provide for 
regional collaboration in a fairly comprehensive manner. In fact, the HIP incorporates aspects of the 
SADC work programme on mining, such as policy, regulations and administration; geological and 
mining information systems; human resources and institutional capacities; safety, health and the 
environment; investment promotion; value addition, innovation, research and development; artisanal 
and small-scale mining; social issues and gender. 
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ANNEX II 
Approved SADC Mining Policy Template  

 
 

1. Business Climate and Mineral Development 
 

(a) Investment regulations and regulatory climate 
(b) Taxation 
(c) Mineral rights and prospectivity information 
(d) Artisanal and small-scale mining 
(e) Mineral beneficiation and value addition 
(f) Mineral clusters, mineral marketing 
(g) Research and Development 

 
2. Participation in Ownership and Management 
 

Ownership regulations include Government equity, local and foreign 
capital equity, and joint-venture regulations 

 
3. People Issues 
 

(a) Health and safety 
(b) Human resources development 
(c) Gender, housing and living conditions 
(d) Migrant labour, labour, industrial relations and employment conditions 
(e) Downscaling 

 
4. Environmental Management 

 
5. Regional Cooperation 

 
6. Governance  
 

(a) Regulations and promotion 
(b) Management of mineral revenues  
(c) National, provincial and municipal governments  
(d) Stakeholder consultation 
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ANNEX III 

Country reports based on the study 
 
BOTSWANA 
 
1.0  BACKGROUND 

 
Botswana’s mining industry has grown significantly over the past 30 years from the early 

beginnings of diamond mining at Orapa in 1970, and copper and nickel mining at Selebi-Phikwe in 
1973. Currently, there is a variety of large-scale operations producing coal, diamonds, nickel, copper, 
cobalt and soda ash, as well as small-to-medium-scale mines producing gold and semi-precious 
stones. The country also has abundant coal and coal bed methane resources.  However, it is the 
exploitation of world-class diamond deposits that has fuelled economic growth and development in 
Botswana. In 2006, the industry contributed 42 per cent to GDP, 78 per cent to export revenues and 48 
per cent to Government revenues.   
 

Botswana’s draft Mining Policy, developed in 2005 with the assistance of the Commonwealth 
Secretariat, and which takes into account National Development Plans, outlines the principles guiding 
the conduct of mineral exploitation in Botswana and the role that the sector is expected to play in 
national economic growth and development. Prior to the development of the Mining Policy, 
statements on the role of the sector and the operating framework were issued through the country’s 
periodic five-year National Development Plans.  
 

The guiding principles of Botswana’s draft Mining Policy are to: 
 

i. Create an environment for private-sector investment in exploration and mining 
development; 

 
ii. Regulate the industry to ensure that mineral resources are investigated and exploited in the 

most efficient, beneficial and timely manner, and that health, safety and welfare issues are 
properly taken into account; 

 
iii. Maximize the fiscal, economic and other benefits of mineral extraction, including 

opportunities for citizens to participate in the sector as contributors of capital, labour, 
goods or services; 

 
iv. Collect fiscal revenues from mining operations, and manage revenues prudently; 

 
v. Ensure safeguards against negative environmental and societal impacts; and 

 
vi. Control and disseminate geological and minerals-related information for the benefit of 

investors and the general public. 
 

The Government’s commitment to act in harmony with regional partners through the SADC 
Protocol on Mining as well as other regional and international conventions and undertakings on 
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mining is also outlined in the Policy. The National Development Plan, with which the Mining Policy 
is closely aligned, further emphasizes the role of the minerals sector in overall national development 
and focuses on, among other key issues, value addition and the creation of a diversified minerals 
industry that can contribute to the aspirations of the people of Botswana, and sustainable minerals 
development through the protection and conservation of the environment. 
 
2.0  COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK  
 

2.1    Mineral Development  
 
Mineral administration and development systems 
 
Observations 
 

The Mines and Minerals Act of 1999 (supported by other legislation) regulates the exploitation 
of minerals in Botswana. The Act provides for four types of licences: prospecting, mining, mineral 
permit and retention. In order to obtain a mining licence, the applicant must demonstrate that it has 
adequate financial resources as well as the technical competency to mine the resource. The financial 
plan submitted by the applicant must show that the applicant has a debt-to-equity ratio of no more 
than 3:1, unless the Minister has consented otherwise.    
 

The Act provides for a transparent, efficient and non-discriminatory allocation of mineral 
rights with a system to redress and settle disputes. It also provides for a stable, predictable and 
transparent fiscal regime for investors, in which conditions for ministerial discretion and negotiation 
are clearly stated, specifically for the diamond sector. However, such discretion, while well-
intentioned, has the potential to create an element of uncertainty, and should therefore be avoided. 
Plans are under way to develop a fixed regime for the diamond sector to overcome the potential 
uncertainty caused by discretion.     
 

The draft Mining Policy and the Mining Code address most of the recommendations in the 
SADC Policy Template, such as mandatory annual submission of information by exploration and 
mining companies to the Government processing of exploration permits, on a “first-come-first-
served” basis, specified exploration; expenditure requirements; gradual relinquishment of exploration 
ground; automatic progression from exploration to mining provided requirements are met; limits to 
length of exploration permits;  security and continuity of tenure; transferability and enforceability of 
rights; and the existence of a database of geological information, including claim maps that the public 
can easily access. The Government is considering changes to exploration permitting and management 
to possibly include the use of exploration bonds and competitive bidding for exploration ground.  
 

The Policy provides for mineral-specific royalties based on  mineral sales value at the “mine 
gate,” which are skewed towards the diamond sector at 10 per cent. For all other minerals, the royalty 
levels are between 3 and 5 per cent. The Government’s commitment to international arbitration 
through the International Centre for the Settlement of Investment Disputes in cases of dispute is 
indicated in the Policy. 
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Regarding participation in ownership in the sector, the Government of Botswana may choose 
to acquire a 15 per cent working interest in the commercial mining of minerals on a minority basis; 
otherwise, 100 per cent ownership by any company registered in Botswana or by an individual who 
has been resident in Botswana for four years is permitted.  The Government’s working interest is 
negotiated at the issuance of a mining licence and hence ensures stability of the ownership regime 
throughout the tenure of the licence.   
 
Action points 
 

For harmonization, Botswana’s Mining Policy should: 
 
i. Include a commitment to develop systems to integrate the country’s geological information 

into a regional information management system, so as to contribute to a regional 
interpretation capability and joint publication of geological information; 

 
ii. Provide for collaboration with other SADC member States to introduce proactive measures 

to combat mineral theft, illegal dealings in minerals and other associated crimes, such as 
customs and VAT fraud and money laundering; 

 
iii. Outline incentives to stimulate specific policy objectives, such as economic development in 

mining areas and also enhance incentives for value-adding (mineral beneficiation), 
including assisting local cutters to develop capacity;  

 
iv. Consider introducing market-based surface (ground) rental fees. 

 
 2.1.2  Mineral promotion and marketing 
 
Observations 
 

The Government plays a central role in minerals promotion, especially the promotion of 
mineral exploitation opportunities (resource potential) to investors. The open-file system maintained 
by the Geological Survey containing technical data on prospectivity is key to mineral promotion. The 
National Geo-Information Centre provides state-of-the-art facilities to access these data. A multi-year 
investment promotion programme developed in 2005 guides the Government’s mineral promotion 
initiatives, which involve participation in regional mining indabas and annual international mining 
meetings, such as Africa DownUnder and Prospectors and Developers, to showcase its investment 
potential. 
 

The marketing of all minerals , except for diamonds, is left to the mining companies, with 
Government having an overseeing function to minimize prospects of transfer pricing. In March 2008, 
the Government of Botswana launched the Diamond Trading Centre (DTC), a collaborative 
investment with DeBeers, its partner in Debswana. The DTC will have the largest sorting facility in 
the world and will create jobs for Botswana nationals.  
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Action points 
 

For harmonization with the regional framework, Botswana’s Mining Policy should: 
 

i. Include a commitment to develop a database of tariff and non-tariff barriers for regional 
use to assist in the marketing of value-added mineral products;  

 
ii. Outline systems to assist artisanal and small-scale miners to market mineral products 

(information on prices and markets), including with the production of jewellery from this 
sector.    

 
2.1.3  Mineral beneficiation, clusters , research and development 

 
2.1.3.1    Mineral beneficiation and clusters  

 
Observations 
 

The Government of Botswana is committed to diversifying the economy by reducing the high 
dependence on diamonds, increasing industry demand for locally supplied labour, goods and services, 
enhancing value addition, improving environmental stewardship, and ensuring that the country 
continues to obtain a fair value from the exploitation and processing of diamonds, as articulated in the 
ninth National Development Plan.  
 

The launch of the DTC demonstrates the Government’s commitment to value addition and the 
enhancement of economic linkages. The Centre provides an opportunity to add value to diamonds 
before export since it has sorting, aggregation, cutting and polishing facilities. A diamond-based 
cluster will develop, including diamond-set jewellery fabrication, diamond ancillary services 
(including distinct diamond finance and insurance services) in addition to diamond-cutting, polishing 
and trading. As a rough and polished diamond trading centre, the DTC will create an environment for 
auctioning and jewellery fabrication, which the Government intends to link to tourism. 
 

The Government programme, through Debswana, making it mandatory for a proportion of the 
national diamond output to be sold to local precious stone cutters/dealers is intended to enhance value 
addition, create jobs and improve the skills base. The development of Botswana-based cutting and 
polishing companies will be one of the major spin-offs of the local availability of rough diamonds. As 
such, the Diamond Hub will enhance value addition.  
 

It would be in the Government’s interest to seek to promote linkages between mineral projects 
and local suppliers of goods and services. The Policy recommends that mining companies procure 
requirements locally as a way of promoting economic development through linkages and clusters.  
 

Although the Mining Policy does not provide specifically for cluster development, it 
emphasizes the important contribution that an integrated minerals industry could make to the national 
economy. The Policy should consider cluster development as part of the national strategy to enhance 
forward and backward linkages and reduce the problems of an enclave minerals sector.  



ECA/SA/AEGM/MINING/2009/1 
Annex III 

Page 5 
 
 

 

 
Despite these initiatives, diversification of the economy from the diamond sector remains a 

challenge. 
 
Action points 
 

The Mining Policy should emphasize the importance of value addition to enhance the minerals 
sector’s contribution to national development: 
 

i. Include a commitment to create an enabling environment to attract investment in 
manufacturing as a major initiative to promote mineral beneficiation. The 15 per-cent 
corporate tax rate currently offered to manufacturing companies as part of the value-
addition strategy should be enhanced through additional incentives; 

 
ii. Include a commitment to identify minerals (other than diamonds) with value-addition 

potential as a regional strategy towards mineral beneficiation; 
 
iii. Work within the regional framework on collaborative research and development 

programmes so as to develop clusters and strengthen linkages;  
 
iv. Outline strategies for strengthening the transport, energy and water infrastructure, 

technology, skills and other inputs for value addition, including the provision of 
incentives. 

 
  2.1.3.2    Research and development  
  
Observations 
 

The Mining Policy alludes to the importance of R&D in the development of an internationally 
competitive minerals industry, and includes a commitment to contribute to collaborative R&D 
programmes involving Government and the private sector. There is general agreement on the part of 
Government and industry that the R&D framework in Botswana is rather weak; therefore, the R&D 
framework needs to be strengthened, not only in the mining sector, but nationally. As a leading 
diamond producer, Botswana should develop a R&D framework, in particular to address the 
challenges facing the diamond sector , which could also benefit other countries in the region. The DTC 
provides an opportunity for R&D for further value addition in the diamond sector.  
 

Although mining companies have in-house R&D programmes to address their own challenges, 
a national framework would allow for capacity-sharing nationally and economies of scale in R&D. 
The Government is currently building a pool of R&D funds from contributions from companies. 
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Action points 
 

For harmonization in the area of R&D, the Mining Policy of Botswana should: 
 
i. Outline the State’s commitment to lead in funding fundamental research and encourage 

industry participation in funding applied research programmes in the minerals sector; 
 
ii. Include a commitment to collaborate and support existing R&D centres in other 

countries in the region to encourage regional skills development and technology 
transfer; 

 
iii. Support and reward companies for research outcomes that address specific issues in the 

mining industry and provide incentives to encourage R&D; 
 
iv. Support technological innovation through appropriate instruments, especially where 

R&D contributes to the development of the manufacturing sector;  
 
v. Include a commitment to provide support to the ASM subsector for the fabrication of 

goods for local markets and develop a sector strategy to include R&D, training, 
marketing, finance, and technology and management skills to facilitate the sector’s 
growth. 

 
2.1.4  Artisanal and small-scale mining 

 
Observations 
 

The Botswana Mines and Minerals Act provides for a mineral permit covering a small area for 
a period of five years. The Act also provides for the negotiated exploitation of small-scale 
mineralization (which large operators are not interested in developing) in areas held by larger 
operators. By providing for small-scale exploitation, the Government’s intention is to prevent the 
sterilization of small economic mineral deposits that exist on larger claims. To promote the 
development of indigenous mining and mineral processing skills, know-how and capital and to 
empower the local population, the small-scale mining permit for industrial minerals is reserved for 
Botswana citizens only. The Policy does not permit artisanal and small-scale mining in the diamond 
sector, only in the industrial minerals (sands and gravel) sector. Foreigners require the Minister’s 
consent to mine industrial minerals on a small scale. 
 

Appropriate governance structures within the Ministry of Mines, and specific legislation to 
support the sector must be developed in order to enhance the provision of services and management of 
the sector. The decentralization of the registration of operations and the management of revenues, as 
well of the creation of supportive institutions need to be considered. 
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Action points 
 

For harmonization, the Mining Policy needs to include provisions to: 
 
i. Address issues of improved access to land, finance, technology and outline skills 

development programmes for the sector;  
 
ii. Address health, safety and environmental management issues for the sector, which 

though covered under the Mines, Quarries, Works and Machinery Act (Chapter 44:02) 
require separate and explicit treatment in the National Mining Policy (NMP);  

 
iii. Emphasize the important role of small-scale mining (SSM) in rural development and 

develop strategies to integrate the subsector into rural development programmes, 
including incentives to stimulate such integration. 

 
2.2 MACROECONOMIC AND INVESTMENT CLIMATE 

 
2.2.1 Political and macroeconomic environment 

 
Observations 
 

The stable macroeconomic (low inflation, positive economic growth and prudent economic 
management) and political (low political risk) environment in Botswana is often cited by investors as 
one of the key attractions to the country’s minerals sector. The fiscal environment is also 
internationally competitive and supported by a modern Mining Code and over the years, the 
Government has prudently managed sector revenues. These are important attributes as they generate 
confidence amongst investors. The Draft Mining Policy should capture some of these key 
characteristics as recommended in the regional framework.  
 
Action points 
 

For harmonization with the regional framework, the Mining Policy should: 
 

i. Include a commitment to promote value addition for the entire minerals sector, 
emphasizing other minerals as well as diamonds;  

 
ii. Include a commitment to work towards regional macroeconomic convergence through 

adherence to regional inflation, interest rates, economic growth targets as part of the 
process of deepening integration and thereby promoting regional stability. 
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2.2.2 General investment regulations 

 
Observations 
 

The Mining Policy of Botswana commits the Government to support a private-sector-led 
strategy in the development of the minerals sector to ensure efficient exploitation and maximization of 
the benefits of minerals development. The equity requirements in the diamond sector based on a 
minority working Government share are clearly articulated in the Mining Policy and are negotiated at 
the start of a project. This provides stability throughout the tenure of the licence. The investment 
framework has no restrictions on the payment of dividends to foreign shareholders. 
  
Action points 
 

For harmonization, the Mining Policy should: 
 

Include a commitment to reduce the use of discretionary powers in some investment decisions 
so as to enhance confidence and facilitate long-term planning by investors.  

 
2.2.3  Mining and the  fiscal environment  

 
Observations 
 

The fiscal regime for Botswana’s minerals sector addresses many of the recommendations of 
the regional framework, including rules against transfer-pricing, accelerated depreciation, dividend 
withholding tax, mineral-specific royalties, zero-rating import duty on mining equipment and spares, 
unlimited carry-forward losses. The regime is predictable, transparent and consistent since the fiscal 
terms are codified in mining and tax legislation at fixed rates. The regime does provide for front-end 
taxes which tend to discourage investment. Regarding international taxes, the Government of 
Botswana has signed tax treaties with the home countries of investors to avoid double taxation. With 
the exception of payments to tribal lands, mineral tax collection is centralized. 
 

The 15 per-cent dividend withholding tax needs to be aligned with the competitive regional 
framework levels and carry-over of losses need to be limited to be in line with framework 
recommendations. 
 
Action points 
 

For harmonization, the Mining Policy of Botswana should: 
 

i. Limit the period for carrying forward losses; 
 
ii. Introduce automatic rent distribution measures which would apply at times of buoyant 

commodity prices, such as additional profit taxes or ad valorem royalties; 
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iii. Provide for the deduction of approved environmental and social expenditures and 
contributions to rehabilitation funds for income tax purposes;  

 
iv. Introduce a mining tax ring-fence to separate mining from non-mining activities. 

 
2.3  Governance  

 
Observations 
 

The Mining Policy covers most of the governance aspirations contained in the regional 
harmonization framework. However, regarding local participation in investment, the Policy is not 
proactive enough in the promotion of local entrepreneurs. That aspect needs to be strengthened. The 
Policy emphasizes that Government participation in the sector does not preclude that of individuals or 
local entities. However, without an affirmative-action type approach and given the relatively small 
local-capital base, local participation in investment will invariably remain low. 
 

The Policy requires mining companies to provide skills training for their employees through 
localization and training plans. This is intended to empower the local population through skills 
transfer. However, training for local communities is not explicitly addressed in the Policy as 
recommended by the regional framework. Community issues, including training (where provided), are 
currently regarded as part of corporate social responsibilities (CSRs) on a company-to-company basis. 
Without a national framework, the approach to training is not uniform, therefore monitoring it is 
difficult.  
 
Action points 
 

For harmonization, the Mining Policy should: 
 
i. Ensure that sustainable development objectives are included in mineral laws; 
 
ii. Develop an advisory framework to work with Government on policy and regulations in 

the sector; 
 
iii. Include a commitment to implement programmes to foster the meaningful national 

participation in minerals exploitation through affirmative ownership and skills transfer 
programmes which also address gender imbalance;  

 
iv. Include a commitment to establish reasonable social obligations as a requirement for 

granting and renewing mining licences. 
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2.4  Environmental Management  

 
Obse rvations 
 

The draft Mining Policy clear states the need to provide safeguards against environmental and 
other adverse social impacts of mining as a precondition for beginning mining operations. It is the 
responsibility of the project proponent to identify the potential adverse effects and propose measures 
to mitigate or avoid such impacts. A comprehensive environmental impact assessment (EIA) is 
required as part of the project feasibility report submitted to obtain a mining licence. A mining licence 
is only granted upon approval of the EIA and consent of the communities concerned. The Policy 
requires project owners to submit reclamation, closure and rehabilitation plans (environmental 
management plans) upfront, for consideration by the Government. The licence holder must provide 
security to the Government that environmental obligations will be honoured. Despite the existence of 
these regulations, the Chamber of Mines has noted the difficulties associated with satisfying non-
quantified requirements. 
 

The Government is currently developing legislation to introduce closure funds and the use of 
other financial instruments, such as trust bonds and trust accounts, to improve the compliance system. 
 

The challenge of enforcing legislation is related to the availability of skills within the 
Government to monitor compliance with the requirements. Indeed, the lack of capacity within the 
Government to review EIA reports results in delays. The Chamber of Mines has noted that mining 
companies in Botswana are proactive and produce EIA reports that meet to international standards, 
but Government review of the EIA is rather slow.   
 
Action points 
 

For alignment with the regional framework, the Mining Policy of Botswana should: 
 

i. Incorporate principles on integrated environmental management for all exploration and 
mining projects (by expanding the EMP requirements); 

 
ii. Incorporate multiple land use planning and post-mining uses of land into the process to 

grant exploration and mining licences; 
 

iii. Create an environmental rehabilitation fund to be incorporated into legislation for 
environmental disasters and social decline (e.g. ghost towns) as a consequence of mining; 

 
iv. Incorporate requirements for environmental and social impacts assessment into the 

process for granting exploration licences; 
 

v.  Develop a framework to strengthen the monitoring of the implementation of 
environmental legislation and expedite the introduction of environmental bonds for post-
mining rehabilitation;  
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vi. Collaborate within the regional framework to develop and implement a uniform SADC-
wide system of environmental legislation. 

 
2.5  Social/People Issues 

 
2.5.1  Human resources and skills development 

 
Observations 
 

It has been commonly recognized that skills development in the minerals sector is key to 
efficiency, improved productivity and increased national participation in the sector. The draft Mining 
Policy is cognisant of the low national skills base in the mining industry, and emphasizes the 
importance of ongoing training of the requisite human resources for the sector. Mining companies are 
expected to submit localization and training plans when they apply for mining permits. The Chamber 
of Mines has expressed its commitment to supporting skills development programmes through 
apprenticeship training and skills retention initiatives. However, there is a lack of direct and specific 
strategies to create an environment to facilitate the mobility of skills across the SADC region through, 
for example, the promotion of initiatives aimed at standardizing qualifications across the region, and 
the reduction in migration restrictions.  
 

The University of Botswana is a source of manpower for the sector in areas such as mining 
engineering, electrical engineering, analytical chemistry and other qualifications. The country also 
benefits from training programmes available within the region through exchange programmes.  
 

The draft Mining Policy provides incentives for in-house training through a 200 per cent tax 
write-off. To ensure the relevance of the training provided and guard against abuse of the facility 
through frivolous training programmes, the training courses have to be approved by the Government.  
The Policy supports the recruitment of expatriates in areas where skills are unavailable locally, but 
companies are required to have a training plan for locals to gradually replace expatriate staff. The 
Botswana Training Authority is part of the national training framework for all sectors.  
 
Action points 
 

For harmonization, the Policy should: 
 
i. Strengthen the requirement for mining companies to present social and labour plans , 

including training programmes for alternative skills, in their application for mine 
development rights, and provide for monitoring adherence to such plans; 

 
ii. Emphasize the need for a skills assessment in the regional minerals industry, to determine 

deficiencies, and develop and maintain an active skills database; 
 

iii. Advocate the creation of an environment to facilitate the mobility of skills across the 
SADC region through standardization of qualifications and reduction in migration 
restrictions;  
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iv. Adopt and promote a regional approach to skills development through commitment to 

sharing and using existing training infrastructure and providing financial support to 
already existing regional centres of excellence. 

 
2.5.2   Gender 

  
Observations 
 

The Botswana’s draft Mining Policy does not include an explicit commitment  to address 
gender inequality in the sector, although it makes reference to equal access to mineral rights and the 
equal participation of all citizens in the minerals sector in terms of capital contribution, labour, goods 
and services. Although those provisions cover equality in general, they need to be more explicit in 
terms of addressing in gender equality so as to capture the spirit of the SADC harmonization 
framework and the region’s commitment to the 50/50 gender equality principle. Gender is a cross-
cutting issue which should be addressed in policies at the national level as well as at the sectoral level, 
in order to ensure that all sectoral programmes are in conformity with national aspirations. 
 
Action points 
 

For harmonization, Botswana’s Mining Policy should: 
 
i. Include an expanded and detailed section on gender equality, providing for the 

development of related policies and programmes for the sector, including education and 
training opportunities based on gender equality and equity;  

 
ii. Emphasize the promotion of communication and sensitization programmes to promote 

(remove resistance to) the empowerment of women and to eliminate barriers preventing 
the effective participation and contribution of women to the mining sector;  

 
iii. Include a commitment to ensure that SADC gender equality targets are adhered to in the 

sector as recommended in the framework. 
 

2.5.3  Economic and social environment 
 

Observations 
 
Community consultation and participation are important components of the sustainability 

framework in the minerals sector , and constitute an important part of the sector’s responsibility. 
Botswana’s Mining Code and EIA Act provide for consultation with the communities in areas where 
project developers operate. The Chamber of Mines regards community consultation as an important 
part of the overall CSR framework, as it provides an opportunity to identify community expectation of 
a project development. Investment by companies in social programmes, such as HIV/AIDS support, 
schools, housing, hospital development and maintenance, power, water and road infrastructure, is part 
of CSR. Without a proper CSR Charter, investment in these programmes is made on an ad hoc basis 
and is not uniform across the industry. 
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While environmental issues are adequately covered by the Act, provisions for a health and 

safety framework need to be enhanced. The Chamber of Mines would like the national health and 
safety framework applicable to mines to be more robust, and not relegated to a few visits per year to 
the mining sites. 
 
Action points 
 

For harmonization with the regional framework, and the institution of community consultation 
and participation, as well as to enhance health and safety, the Mining Policy should: 
 

i. Emphasize the need for mining companies to manage the impact of HIV/AIDS in 
partnership with the Government and communities through national and regional 
HIV/AIDS frameworks; 

 
ii. Include a commitment to develop a CSR Charter in consultation with the Chamber of 

Mines, the mining communities and other stakeholders; 
 

iii. Ensure that a culture of good CSR permeates through all mining companies to ensure that 
social obligations, such as consultation and meeting community expectations and training, 
are part of companies’ responsibilities;  

 
iv. Develop health and safety provisions and mechanisms to ensure and monitor compliance 

by all mining companies. 
 

2.6  Regional Cooperation  
 
Observations 
 

Regional cooperation and integration are the core goals  of the policy harmonization process in 
the region. As such, every NMP should include a commitment to cooperate with other countries in the 
region through the sharing of human and technological capacities and knowledge, promotion of the 
regional minerals industry, and promotion of private-sector participation in minerals development.   
 

Botswana’s draft Mining Policy does not provide explicitly for regional cooperation, nor does 
it promote the potential national and regional benefits of such cooperation. However, the Policy 
adheres to the principles of the SADC Mining Protocol as underpinning its development  in the area, 
and therefore indirectly to regional cooperation. It also expresses national commitment to various 
regional and international conventions governing the sector as underlying reference points. The 
importance of cooperation with other SADC member States needs to be explicitly addressed in the 
NMP, as Botswana has a wealth of experience in the diamond sector, especially regarding the 
relationship between private and Government capital in minerals development, which it could share 
with the rest of the subregion. The DTC is a facility that could benefit the rest of the subregion, 
especially as regards diamond processing, given its state-of-the-art technology and training facilities. 
Botswana currently benefits from the capacities of South Africa’s gold refinery and could, in the same 
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way, make its DTC available to other countries. The copper smelter could also be used as a regional 
facility as part of the cooperation model and the sharing of capacities. 
 
Action points 
 

For harmonization, the Mining Policy should: 
 
i. Include a section on regional cooperation, outlining areas of cooperation and 

collaboration, such as sharing manpower training facilities and mineral processing 
facilities with other SADC member States;  

 
ii. Include a commitment to cooperate with other member States in the minerals sector, in 

general. Through such regional cooperation, Botswana could learn from the CSR models 
and local participation in other countries. 

 
3.0  CONCLUSIONS 
 

Although Botswana’s draft Mining Policy generally takes into account a significant proportion 
of the recommendations contained in the SADC harmonization framework (including the Mining 
Policy Template), it does not cover critical areas that all national mining policies in the region should 
address. Since the Policy is still in draft form, the process should be further developed so that the final 
version would contain provisions on issues identified in this study, including environmental 
management, gender, ASM, regional cooperation, skills and human resources development. The final 
Policy should also contain provisions on CSR so as to guide mining companies with regard to their 
social obligations and the social licence to operate, as recommended by the framework. 
 

The SADC harmonization framework should be used to further guide the development of the 
Policy, especially with regard to the importance of stakeholder participation in policy development. 
There is a need to involve all stakeholders in the review process so as to build a sense of ownership of 
the final policy document and build sectoral confidence in the final policy. 



ECA/SA/AEGM/MINING/2009/1 
Annex III 

Page 15 
 
 

 

MALAWI  
 
1.0 BACKGROUND 
 

Malawi is not a mining country traditionally. Rather, its economy has always been driven by 
agriculture. However, ongoing long-term imbalances between its export earnings and import needs 
have led to the realization that rapid economic growth cannot be achieved through agriculture alone. 
In recent years therefore, more effort has been invested in other productive sectors, particularly 
mining, which have the potential to swiftly contribute to increasing foreign exchange earnings.  

 
While Malawi’s full mineral potential is not sufficiently known, the country does have a 

variety of known mineral deposits, such as uranium and heavy mineral sands, which can be processed 
into concentrates for export. Malawi further possesses phosphate, gypsum vermiculite, precious and 
semiprecious stones, some of which are already being exploited. There are also abundant limestone 
and coal, which are also currently exploited. Other industrial minerals include dimension stone, talc 
and silica deposits.  
 

In line with new thinking, the Government has been actively seeking to create an environment 
that is conducive to attracting increased exploration and mine development capital. This has directly 
led to increased exploration and development activities and expectations that at least three mines 
(exploiting uranium, phosphate and heavy mineral sands) will open in the near future. The mines will 
substantially add to existing operations in quarrying, cement production, coal and gemstone mining. 
The Government states that these and other exploration projects in the pipeline should raise the 
contribution of mining from the current 1.5 per cent to about 10 per cent or more of the GDP in the 
medium term.  
 

Given the increased attention on the mining sector, the Government of Malawi has recently 
completed a draft Mines and Minerals Policy following an extensive stakeholder consultation process. 
The draft Policy is modelled along the lines of the SADC Harmonization Framework and is therefore 
substantially aligned with the SADC Mining Policy Template. However, historically, Malawi does not 
have large-scale mining operations, only small-scale operations in quarrying, coal mining and 
gemstone production. While many of the mining operations have not yet have commenced, Malawi 
needs to develop as comprehensive policy guidelines as possible even at this stage. As large-scale 
mining activities increase, Malawi should benefit from a SADC-wide approach to sharing best 
practices, particularly in those areas in which it has no direct experience.  
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2.0 COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK 
 

2.1 MINERAL DEVELOPMENT 
 

2.1.1 Mineral administration and development systems 
 
Observations 
 

Malawi currently complies with many of SADC recommendations in the area of mineral 
administration and development. Each application for an exploration licence is considered on its own 
merit and approved on the basis of the proposed work plan, among other considerations. An 
exploration licence is issued for an initial term of three years, renewable for two two-year terms each 
with a 50 per cent reduction in ground coverage at each renewal. As such, the use-it-or-lose it 
principle, while not explicitly expressed in the draft Policy, is fully practised.  
 

Holders of exploration permits are required to submit progress reports on a regular basis, and 
progression to a mining licence is automatic so long the provisions of the exploration licence are 
observed. Royalties are mineral-specific and considered to be competitive. While mineral rights 
supersede land rights, holders of mineral rights are required to compensate property owners based on 
commercial evaluations of the property. Royalties are lower if finished goods are exported, so as to 
promote value addition of mineral products.  
 

The current mineral administration system comprises the Geological Survey and the 
Department of Mines, which in turn consisting of the Inspectorate, the Mineral Development Planning 
Directorate and the Mineral Engineering Laboratories. A new Commission has been in the draft 
Policy to include Mineral Development and Planning, a Mineral Rights Registry and a Mineral 
Promotion Directorate. Under the new system, Malawi hopes to substantially move to a one-stop 
mineral administration system, at which stage it plans to start aligning its geological information 
systems with the regional systems. 
 

Malawi does not have a retention licence system and retention rights are at present 
discretional. While Malawi participates in the Kimberly Process, it does not belong to any regional 
security framework aimed at minimising VAT fraud and illegal mineral dealings. Currently, no such 
framework exists although this has been proposed under the SADC Harmonization Programme.  
 
Action points  
 

A number of the guidelines in the SADC Harmonization Framework are not explicitly taken 
into account in the draft Policy. Therefore for harmonization, the Policy should contain provisions to: 
 

i. Create a simplified, transparent one-stop mineral administration system within the 
Commission for Mineral Development of the Ministry of Energy and Mines. 

 
ii. Integrate Malawi’s geological information into a regional information management 

system, to contribute to a regional interpretation capability and joint publication of 
geological information. 
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iii. Promote a fee structure that encourages exploration, and avoids sterilization, and is 

linked to work programmes. A retention licence should be introduced for exceptional 
circumstances in which the work programme cannot be executed for a prolonged period 
of time. 

 
iv. Foster collaboration with other SADC member States to introduce proactive measures to 

combat mineral theft, illegal dealings in minerals and other associated crimes, such as 
customs and VAT fraud and money laundering. 

 
2.1.2 Mineral promotion and marketing 

 
Observations 
 

The new draft Policy acknowledges that the minerals sector in Malawi has not been adequately 
promoted, partly because the Malawi Development Corporation (MDC) and Malawi Investment 
Promotion Agency (MIPA) did not fully address it. The Government is in the process of merging the 
MIPA with the Malawi Export Promotion Council (MEPC) with the aim of improving the country’s 
investment promotion activities. The draft Policy also proposes the creation of an institutional vehicle 
to focus on the promotion and marketing of the minerals sector, as part of the new Commission in the 
Ministry of Energy and Minerals. 
 

The marketing of minerals in Malawi is left to the free market. Malawi has nonetheless created 
a centre to help small-scale miners market their gemstones. The draft Policy further proposes the 
creation of a database on tariff and non-tariff barriers for marketing purposes. This is an area in which 
regional collaboration should be encouraged. 
 
Action points 
 

Malawi’s draft Policy should emphasize the regional approach by stating that it intends to:  
 
Work with other SADC Member States to develop and provide data to a regional database of 
tariff and non-tariff barriers for target mineral products from regional producers. 

 
2.1.3 Mineral beneficiation, clusters , research and development 

 
Observations 
 

Malawi’s current draft Policy emphasizes innovation, R&D and the creation of value addition 
of mineral products. To this end, the draft Policy provides for the possibility of establishing an applied 
R&D facility for both high-level skills training and the development of mineral technologies. For the 
small-scale sector, the Government is encouraging local value addition of mineral products by 
providing training in cutting and polishing gemstones. 
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While the above efforts are plausible, value addition, cluster formation and innovative R&D 
require time (long periods) and sustained investment to generate and build capacity. In that respect, 
many SADC member States, including Malawi, are not yet at a stage where significant value creation 
can be easily undertaken. Value addition, cluster formation and R&D are therefore areas in which the 
member States should consider a strong SADC-wide approach. Malawi is willing to exploit the use of 
regional facilities whenever possible and is already seeking to take advantage of Namibia’s uranium 
expertise through the Unive rsity of Namibia. 
 
Action points  
 

In addition to current provisions in its draft Policy, Malawi could emphasize the regional 
approach: 
 

i. Adopt a collaborative approach to applied R&D in the area of cluster development, 
emphasizing the need for further value addition of minerals and the provision of mineral 
transport infrastructure in the region; 

 
ii. Identify and analyse minerals with value-addition potential in the region, and work on 

beneficiation projects on a regional scale; 
 
 
iii. Support the regional approach to strengthening the infrastructure (transport, energy and 

water), technology, skills and other inputs for mining and value addition;  
 
iv. Support regional centres of excellence in R&D, insofar as those centres develop and 

maintain SADC-wide links, establish networks, and share resources, competencies, 
skills, experts and research outcomes with similar organizations within and without the 
region. 

 
2.1.4 Artisanal and small-scale mining (ASM) 

  
Observations 
 

Malawi’s draft Policy recognizes the inadequate support structures for ASM and seeks to 
establish an enabling environment in which ASM can flourish. The draft Policy envisages the 
establishment of a new ASM division within the Department of Mines. While the draft Policy 
provides a basis for addressing current ASM inadequacies, scepticism among small-scale miners 
appears to be largely unabated. 
 

Health and safety in the ASM subsector are also problematic areas that are not fully addressed 
by the draft Policy. This is an area in which SADC-wide collaboration might be helpful. The draft 
Policy is also not explicit on actions to integrate ASM into the rural economy although, currently, 
Regional Officers from the Ministry of Mines are part of the District Development Committee in the 
mining areas.  
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Action points 
 

In the interest of harmonization, the Mining Policy should: 
 

i. Include a  more explicit and firm commitment to ASM; 
 

ii. Develop, adopt and enforce appropriate and uniform health, safety and environmental 
guidelines for the sector;  

 
iii. Provide for the integration of the ASM subsector into rural community development plans 

and programmes. 
 

2.2 Macroeconomic and Investment Climate  
 

2.2.1 Political and macroeconomic environment 
 
Observations 
  

Political and macroeconomic stability are the pillars on which Malawi’s draft Mines and 
Minerals Policy is based. The Government’s aim is to create a favourable investment climate as well 
as restore macroeconomic stability by addressing current high interest and inflation rates. The SADC 
harmonization programme advocates SADC-wide investment promotion, while other work with ECA 
is aimed at improving the region’s macroeconomic fundamentals in view of institutional and policy 
convergence. These areas need to be taken into account in the draft Policy. 
 
 Action points 
 

In view of harmonization, Malawi’s Mining Policy should explicitly its intention to collaborate 
with other SADC countries to: 
 

i. Collectively develop strategies to attract foreign direct investment (FDI) into the regional 
minerals industry. Efforts should be aimed at reducing the perceived political risk to 
investors and enhancing cooperation among member States in the social, economic and 
political spheres;  

 
ii. Improve its macroeconomic policies and aim to achieve macroeconomic convergence at 

the regional level, in compliance with SADC regional targets. 
 

2.2.2 General investment regulations 
 
Observations 
 

  Malawi’s draft Mines and Minerals Policy contains provisions on general investment 
regulation. The Government plans to create an organization to hold State shares in mining operations 
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on behalf of the people of Malawi. The first sizeable project in Malawi is the uranium mine under 
construction at Kayerekera in Karonga District in northern Malawi. The Government has acquired a 
15 per cent equity stake in the project. Future equity participation in mining ventures will be 
considered on a project-by-project basis. 
 

While Malawi has not liberalized its current account and therefore has foreign exchange 
controls, there are no restrictions to foreign investors repatriating dividends or other foreign payments. 
 
 
Action points  
 
 Malawi’s Mining Policy should clearly state the Government’s position to have an option to 
acquire a local equity stake in mineral development projects on a case-by-case basis, and on 
negotiated commercial terms.  
 

2.2.3 Mining and the fiscal environment  
 

2.2.3.1   International taxation issues 
 
Observations 
 

Malawi’s new Mines and Minerals Policy provides for the avoidance of double taxation. 
Malawi plans to sign taxation treaties as necessary to encourage tax transparency. Withholding tax, 
which was previously set at 17 per cent, has been reduced to 10 per cent in order to encourage 
compliance. Capital items are imported duty- and tax-free, even though the permit approval process is 
lengthy - a situation that is being addressed. There is a 10 per cent export duty on raw gemstones, 
which drops to 5 per cent for cut and polished stones. Due to lack of capacities, transfer pricing is not 
monitored. The Government plans to address the situation in the new policy.  
 
Action points 
 

For harmonization, Malawi’s Mining Policy should specify that it will: 
 

i. Explore the signing of tax treaties with the home countries of its main investors so as to 
provide revenue authorities with information to promote transparency and dialogue with 
the host countries. 

 
ii. Seek to protect its domestic tax base through the introduction of transfer pricing rules 

based on OECD (arm’s length) principles. 
 

2.2.3.2   National taxation issues 
 
Observations 
 

Malawi’s mining sector is nascent and many of the SADC tax clauses do not strictly apply 
given the current status of mineral projects. Nonetheless, clauses relating to tax stability and automatic 
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rent redistribution measures in times of high commodity prices have been prudently embedded in the 
Uranium Development Agreement. The draft Policy provides for amortization of exploration and 
mine development costs over a period of five years with a prorata residual tax value payable to the 
Government for assets disposed off before this period. Given the problems experienced by other 
SADC countries in this area (see for example Tanzania below), it would be advisable to include 
additional clauses in the NMP. Currently, the draft Policy does not provide for a limit for carrying 
forward losses or ring-fencing of individual mines for tax purposes.  
 

Although an environmental rehabilitation fund and a social plan are both part of the EIA in the 
Uranium Development Agreement , the Ministry of Mines is of the opinion that the operational point 
for both of these have not yet been reached since the mine is under development. Neither the 
environmental remediation costs nor the social expenditure seems to be tax deductible, a situation that 
needs to be addressed. Furthermore, Malawi does not appear to have a code of practice for corporate 
social responsibility (CSR) as a whole. 
 
Action points  
 

Malawi’s new Mining Policy should include provisions to: 
 

i. Ensure that the total or effective tax burden is competitive in relation to global and SADC 
aggregate mining taxes; 

 
ii. Introduce a mining tax ring-fence to separate actual mine responsibilities from non-mining 

activities; 
 

iii. Limit the period for carrying forward losses in respect of actual mining operations , or limit 
the amount in which taxes are calculated;  

 
iv. Include provisions for social and environmental remediation expenditure to be tax 

deductible. 
 

2.3 Governance  
 
Observations 
 

Malawi’s draft Mines and Minerals Policy embraces sustainable development principles even 
though their implementation is constrained by weak institutional capacities and the fact that mining 
has not yet reached a stage where the principles have been tested. A social plan is part of the Uranium 
Development Agreement , and is a requirement in the draft Policy. The Policy also requires mine 
owners to develop training programmes for workers, and to provide them with training for alternate 
livelihoods after mine closure. The Government plans to establish a national consultative body of 
stakeholders once mining activities expand. Currently, consultations with stakeholders are informal 
and on an ad hoc basis. 
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Action points  
 

The Mining Policy should: 
 
i. Make social commitment a requirement for granting mining licences, as is the case for 

training nationals. 
 
2.4 Environnemental Management  

  
Observations 
 

Malawi’s draft Policy contains provisions on environmental management. It aims to enforce 
environmentally sustainable mining practices based on international standards, including occupational 
health and safety standards. Currently, EIA plans are mandatory and include an environmental bond. 
The Government plans to develop a process for issuing a mine closure certificate once compliance 
with environmental regulations has been met. However, the draft Policy does not provide for a 
regional approach to environmental management, nor does it contain provisions for land use planning.  
 
Action points  
 

For harmonization, Malawi’s Mining Policy should: 
 

i. Adopt principles and regulations based on the SADC Harmonization Framework for  
integrated environmental management, implementation mechanisms and environmental 
impact assessment (EIA) as requirements for granting exploration rights.  

 
ii. Incorporate multiple land use and post-mining land use planning into the process of 

granting exploration and mining licences. 
 

2.5 Social/People Issues 
 

2.5.1 Human resources and skills development 
   
Observations 
 

As can be expected of a nascent industry, participation in educational and training activities is 
not as developed as in mature mining economies. There are plans to attract industry sponsorship for 
students at the University of Mzuzu, where a new mining programme is currently under development. 
The Mines and Minerals Act requires companies to present social and labour plans before mineral 
development rights are granted. 
 

Generally, however, Malawi’s draft Mining Policy does not provide significant ly for human 
resources development. Given Malawi’s project developments in this sector, it would be advisable to 
enhance the draft Policy in this area. Human resources development, the adoption of an accreditation 
and common qualification framework are all areas in which regional cooperation can play a part. It 
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would therefore be advisable for the Malawi’s Mining Policy to adopt a regional approach to skills 
development, given its weak infrastruc ture base in this area.  
 
Action points 
 

In view of harmonization, Malawi’s Mining Policy should explicitly: 
 

i. Encourage industry participation in professional training and development programmes 
through the provision of incentives to foster skills development programmes; 

 
ii. Work with other member States to assess skills deficiencies in the minerals industry and 

develop and maintain an active skills database; 
 

iii. Call Malawi to work with other member States to create an environment to facilitate the 
mobility of skills across the SADC region, through standardization of qualifications and 
a reduction in migration restrictions;  

 
iv. Promote a regional approach to skills development through the sharing and use of 

existing training infrastructure. 
 

2.5.2 Gender 
  
Observations 
 

Malawi’s draft Mining Policy is rather thin on gender issues, containing only one sentence to 
“address gender imbalance and other issues.” The Policy needs to be strengthened in terms of gender 
issues, particularly given that the SADC Declaration on Gender has now evolved into the SADC 
Protocol on Gender and Development. As part of its sensitization programme, the Government plans 
to visit schools in order to foster and enhance interest in earth sciences among female students.  
 
Action points 
 

The gender provisions in Malawi’s draft Mining Policy should be expanded to: 
 

i. Ensure that all policies and programmes related to mining, including education and 
training opportunities, are based on gender equality and equity; 

 
ii. Provide for communication and sensitization programmes to promote (remove resistance) 

the empowerment of women and to eliminate barriers preventing the effective 
participation and contribution of women to the mining sector;  

 
iii. Ensure that the targets contained in the SADC Principles and Protocol are gradually met. 
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2.5.3 Economic and social environment 

 
Observations 
 

As stated earlier, Malawi does not have a long history of large-scale mining, with the 
exception of the uranium mine now under construction. Local voices are getting louder as 
expectations rise. Local NGOs are planning to monitor operations to see whether the social plan 
embedded in the Uranium Development Agreement will be met.  
 
Action points  
 

Malawi’s draft Mining Policy should include provisions to: 
 
i. Manage the impact of HIV/AIDS in partnership with mining companies;  

 
ii. Develop a culture of good corporate social responsibility in which mining companies’ 

obligations to local communities are fully met.  
 

2.6 Regional Cooperation  
 
Observations 
 

While Malawi’s draft Mines and Mine rals Policy contains a section on regional cooperation, it 
is thin on identifying areas in which SADC collaborative actions will be prioritized based on the 
current state of its mining sector , and needs for participating in SADC initiatives. This study has 
identified a number of areas where Malawi would benefit from a regional approach. Government 
could strengthen the regional cooperation section by including provisions explicitly stating its 
intention to collaborate with other SADC member States. The draft Mining Policy should also adopt a 
regional approach in the following areas: 
 

(a) Geological and mining information systems; 
(b) Mineral and investment promotion; 
(c) Value addition, R&D and cluster formation; 
(d) Artisanal and small-scale mining; 
(e) Environmental, safety and health; and 
(f) Human resources development. 

 
3.0 CONCLUSIONS 
 
 While small-scale mining operations have always existed, Malawi has made tremendous 
progress towards developing its large-scale mining industry. Its new draft Mining Policy is closely 
modelled on the SADC Mining Policy Template and therefore addresses many of the guidelines 
contained therein. However, a number of areas need to be improved, including administrative 
structures, systems and capacities, and tightening up tax provisions, especially taking into account the 
problems that other SADC countries have experienced in that area with regard to application of            
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carry-forward losses, applicationof variable profit taxes, and royalties, transfer pricing and 
environmental and social funds. Since large-scale mining is a nascent industry in Malawi, the 
Government should advocate a regional cooperation approach which would enable it to benefit from 
the experiences of its SADC neighbours.  
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NAMIBIA 
 
1.0  BACKGROUND 
 

Namibia possesses a highly prospective geology with potential for a diverse range of minerals. 
In addition to being the world’s fourth largest producer of uranium, Namibia is among the largest 
gem-quality diamond producers in value terms worldwide. While diamonds are its biggest expor t 
revenue earner, the country also produces other major minerals, such as gold, copper, silver, salt, 
fluorspar, dimension stones, zinc and lead.  Namibia’s minerals sector has grown significantly since 
the country attained independence in 1990. In 2007, it accounted for 12.4 per cent of gross domestic 
product (GDP), 61 per cent of merchandise exports, 3 per cent of total employment, and 18.3 per cent 
of fixed investments, surpassing all other sectors of the economy, with the exception of Government.  
 

Namibia’s Mining Policy (NMP), developed following extensive consultation with 
stakeholders, including private and public institutions, large and small-scale miners and mining 
communities, outlines the nation’s aspirations for the minerals sector as well as the guiding principles 
for its development. The Policy is aligned with the National Development Plan, Vision 2030, and is 
therefore in conformity with the overall national development framework. The Minerals (Prospecting 
and Mining) Act (1992) and the Diamond Act (1999) provide core legal backing for the Mining 
Policy. 
 

The vision for the sector is to foster the exploitation of mineral resources so that they can make 
a sustainable contribution to the country’s socioeconomic development, with the private sector 
playing a leading role in that regard. Specifically, the objectives of the Policy are to: 

 
i. Promote and stimulate investment in exploration, mine development and mineral 

processing; 
 

ii. Promote an environment in the minerals sector that is conducive to the participation of all 
stakeholders; 

 
iii. Promote and encourage local participation in the sector; 

 
iv. Promote and encourage maximum local beneficiation; 

 
v. Regularize artisanal and small-scale mining; 

 
vi. Promote research and development in exploration, mining and mineral processing 

technology; 
vii. Establish and support appropriate educational and training facilities; 

viii. Promote and facilitate appropriate marketing arrangements; 
 

ix. Take appropriate measures to ensure adherence to the principles of socioeconomic 
development;  
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x. Ensure compliance with national environmental and other relevant policies;  
 

xi. Ensure exploration, mining and mineral processing operations are conducted with proper 
regard to safety, health and environmental regulations and requirements. 

 
The NMP is underpinned by a commitment to conduct periodic reviews to respond to the 

evolving needs of the Namibian people and other stakeholders. 
 
2.0 COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK 
 

2.1    Mineral Development 
 

2.1.1    Mineral administration and development syste ms 
 
Observations 
 

The Ministry of Mines and Energy (MME), through its five directorates - Administration and 
Finance, Diamond Affairs, Energy, Geological Survey, and Mines - regulates the development and 
utilization of minerals and energy resources for the benefit of Namibians. The Minerals (Prospecting 
and Mining) Act (1992) and the Diamond Act (1999) are the core legislation governing the sector. 
 

Namibia’s Mining Policy incorporates most of the recommendations of the SADC 
Harmonization Framework regarding mineral administration. The country’s mineral information 
management system is computerized and up to date and is available to potential investors. Exploration 
and mining companies are obliged to submit exploration information and production data to the 
Ministry of Mines and Energy annually. Up-to-date claim maps are also available for investors. 
Although formats between countries may differ, the existence of a digital system of record-keeping in 
Namibia facilitates harmonization within the SADC Framework. Progression from exploration to 
mining is guaranteed if the requirements for exploration and mining licenses are met, including 
environmental impact assessments (EIA), social impact assessments (SIA) and community 
involvement. An environmental management plan (EMP) approved by the Ministry of Mines and 
Energy is required before mining can commence. 
 

The mineral-specific royalties charged in Namibia are as follows: diamonds (10 per cent), 
dimension stones (5 per cent), base metals and gold (3 per cent), coal, semi-precious stones and 
industrial minerals (2 per cent), and all other minerals (2-6 per cent). The royalty rate for diamonds in 
Namibia compares favourably with those of other countries in the subregion and is indicative of the 
importance of the sector to the Namibian economy.  
 
Actions points 
 

For harmonization with the SADC Framework, the Mining Policy should: 
 

i. Consider incentives to achieve specific policy objectives, such as economic development 
in mining areas as part of national development programmes; 
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ii. Consider the introduction of a royalty mechanism/formula that will ensure increased 

benefits to the State in times of buoyant mineral commodity prices, and forfeiture of 
royalty payments in off periods, in order to enable the mining industry to survive when 
markets are depressed, as is currently the case.  

 
iii. Integrate the geological information system into a subregional information management 

system, to contribute to a subregional interpretation capability and joint publication of 
geological information as part of a subregional strategy to promote the sector;  

 
iv. Make an explicit commitment to collaborate with other SADC member States to introduce 

proactive measures to combat cross-border mineral theft and illegal dealings in minerals 
and other associated crimes, such as customs and value -added tax (VAT) fraud and money 
laundering. 

 
 2.1.2 Minerals promotion and marketing  
 
Observations 
 

Although there are no restrictions on the marketing of Namibia’s minerals and mineral 
products, authority for marketing is provided by the Commissioner, and there is a mandatory sales 
declaration system for all sales. Government has a price oversight function to minimize prospects of 
transfer pricing. However, diamonds are marketed through the Diamond Trading Company (DTC), 
and 16 per cent of unpolished or rough diamonds have to be made available to local cutters and 
polishers. This is part of the Government’s strategy to promote the local cutting industry, develop 
skills and entrepreneurship, and hence enhance linkages to the local economy. Some marketing 
assistance is provided to artisanal and small-scale miners through the Small-Scale Mining Division in 
the Ministry of Mines and Energy on market identification, price information and the consolidation of 
output to secure improved market prices. Unpolished diamonds are subject to a 10 per cent export tax, 
and unprocessed dimension stones are also subject to an export tax.  

 
The Government attaches great importance to the promotion of the mineral sector and 

participates in international conferences and trade shows, including mining “Indabas.” The country 
periodically organizes domestic and international investor conferences to showcase its prospectivity 
and supportive fiscal environment. 
  
Actions points 
 

For alignment with the SADC Framework, the Namibian Mining Policy should: 
 

(a) Emphasize the need to identify niche markets for products and to add value by 
developing finished products, especially for small-scale producers; 

 
(b) Cooperate with other SADC member States in the development of a subregional 

database of tariff and non-tariff barriers for target mineral products from the subregion as 
part of a subregional mineral trade strategy;  
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(c) Include a commitment to work within the SADC Framework to promote the subregional 

mining industry through the joint publication of prospectivity information and joint 
investment promotion. 

 
2.1.3   Mineral beneficiation, clusters , research and development  

 
2.1.3.1    Mineral beneficiation and clusters  

 
Observations 
 

The Policy outlines the Government’s commitment to add value to mineral products in order 
to enhance forward and backward linkages with the rest of the economy. It recognizes the human 
capacity, technological, financial and market constraints which Namibia faces in pursuit of 
beneficiation, but acknowledges the immense benefits of a subregional approach to mineral 
beneficiation, as the country could benefit from subregional facilities as well as the pooling of skills 
across the subregion. The Policy also recognizes the challenges posed by high tariff and non-tariff 
barriers on processed products, and calls for the development of a subregional strategy to overcome 
such constraints. There is a commitment to promote and encourage local manufacturing through the 
“mined and manufactured in Namibia” strategy.  
 

The country launched a diamond beneficiation programme in 2007 with the official opening of 
the Namibian Diamond Trading Company (NDTC), which is seen as the primary source of growth for 
diamond beneficiation in Namibia. The programme will facilitate the building of capacity for further 
processing, since part of the national diamond output should be sold to local cutters and polishers. The 
Government is committed to identifying and tackling the financial and policy constraints to value 
addition in the mining industry, as articulated clearly in the Diamond Act. 
 

However, the Policy is silent on the promotion of cluster development as a growth strategy, 
but recognizes the economic and social benefits of integrated mineral development. The Policy 
identifies mineral beneficiation, research and development (R&D) and innovation as keys to 
enhancing linkages.  
 
Action points 
 

For harmonization with the SADC Framework, the Policy should: 
 
i. Outline specific incentives to encourage mineral beneficiation as part of the “mined and 

manufactured in Namibia” strategy. In this regard, a policy that focuses on economically 
feasible beneficiation of certain minerals and promotion of clusters is imperative. 

 
ii. Provide a supportive framework for a subregional approach to strengthen the transport, 

energy and water infrastructure, technology, skills and other inputs for value addition, as 
good infrastructure attracts investment.  
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iii. Make a commitment to work with other SADC countries to adopt a subregional strategy to 
advocate the removal of trade restrictions on value-added products in order to improve 
access to markets and enhance earnings. 

 
2.1.3.2 Research and development  

  
Observations 
 

The Government of Namibia considers R&D as the key to the development of an 
internationally competitive industry and has expressed its commitment to include the establishment of 
a national innovation system in its Mining Policy. The NMP emphasizes the link between mineral 
beneficiation and research and development and innovation as key to enhancing the benefits of 
mineral exploitation. Government support for R&D through incentives and the award of an export 
processing zone status are in fact what led to the successful establishment of the Scorpion zinc mine 
and refinery. The building of technical capacity is essential and Government feels that it is 
demonstrating its commitment to R&D by facilitating the search for solutions to the challenges facing 
the mineral sector in Namibia. 
 

The Government further provides financial support through the Mineral Development Fund, 
and supports technology development programmes for the small-scale mining subsector. Furthermore, 
both mining companies and the Government support research in mineral science through the Geology 
Department of the University of Namibia. Despite these initiatives, the Chamber of Mines is of the 
opinion that the research culture should be deepened through incentive programmes targeted at the 
academic community. 
 
Action points 
 

For harmonization with the SADC Framework, the Mining Policy should: 
 
i. Specify incentives to industry to invest in R&D and provide rewards for research 

outcomes that address specific issues in the mining industry; 
 
ii. Support the private sector by adopting a collaborative approach to applied research in 

cluster development and emphasize the need for further value addition of minerals and the 
provision of transport infrastructure in the subregion;  

 
iii. Include a commitment to develop and maintain subregional centres of excellence in R&D 

and develop mechanisms to provide support to existing centres in the subregion through, 
for example, the awarding of collaborative research grants or direct financial assistance.  

 
2.1.4  Artisanal and small-scale mining  

 
Observations 
 

Under the NMP, the Government is committed to providing assistance to the growth of the 
artisanal and small-scale mining (ASM) sector and ensuring that the sector adheres to internationally 
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acceptable environmental, health and safety standards. The Policy recognizes the role of the sector in 
rural development, employment, entrepreneurship and the empowerment of the people of Namibia. 
State assistance to the sector includes the establishment of the Namibia Small-Scale Miners 
Assistance Centre, as part of the Ministry of Mines and Energy, which provides geotechnical support; 
the inclusion in the Minerals Act (1992) of simpler claim registration procedures; and the reservation 
of the claim regime for Namibian citizens only. The Ministry has recently restructured the Directorate 
of Mines and introduced a division solely for small-scale mining. 
 

The NMP emphasizes the need to enhance value addition in the sector and makes a 
commitment to support such initiatives. Financial support for the sector has been through the Mineral 
Development Fund and from other donor resources. This support has resulted in the creation of 
subregional chapters of ASM groups and the establishment of mobile registration and mineral testing 
centres, and the provision of geotechnical assistance, coordinated marketing and claims pegging 
services. 
 
Action points 
 

For harmonization with the SADC Framework, the Policy should contain provisions to: 
 

i. Strengthen the integration of the sector into local development plans and link it to poverty 
alleviation with clearly defined strategies;  

 
ii. Decentralize small-scale miners assistance schemes and services country-wide , assist in 

the marketing of minerals and mineral products, develop a larger pool of sustainable 
funding resources; and help to address technical constraints;  

 
iii. Develop mechanisms and strategies to ensure that the sector adheres to internationally 

acceptable environmental, health and safety standards, and develop a system to monitor 
compliance. 

 
2.2 Macroeconomic and Investment Climate  

 
2.2.1 Political and macroeconomic environment 

 
Observations 
  

The Namibian Mining Policy recognizes the importance of political and macroeconomic 
stability as the key driver of a favourable investment climate and the flow of foreign direct investment 
(FDI). Namibia was rated the second least risky country in the world in 2007, and during the same 
year, it received an investment -grade rating mainly based on its political stability and prudent 
management of mineral revenues. 
 

The Mining Policy outlines the key role which the exploitation of minerals should play in 
industrial development, employment creation and the development of infrastructure, and confirms the 
commitment to maintain a stable economic climate through prudent macroeconomic policies. 
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However, the Policy is silent on issues such as investment promotion and macroeconomic 
convergence, even though the pursuit of macroeconomic convergence is one of the SADC 
programmes for subregional integration.  
 
Action points 
 

For harmonization with the SADC Framework, the Namibian Mining Policy should: 
 

i. Include a commitment to work within the SADC Framework to develop strategies to 
create an environment that is conducive to foreign direct investment in the subregional 
mining industry, and to ensure that exploration results in the development of mines;  

 
ii. Include a commitment to adhere to subregional macroeconomic convergence targets on 

inflation, economic growth, interest rates and unemployment. 
 

2.2.2 General investment regulations 
 
Observations 
 

The Namibian Mining Policy and the Minerals Act do not place any restrictions on ownership 
of exploration and mining projects by either foreigners or locals, as long as they satisfy the legal and 
legislative requirements. Currently, there are no mandatory local participation (ownership) 
requirements, either through the State or through indigenous Namibians. The Government of Namibia 
owns 50 per cent of Namdeb and 3 per cent of Rossing Uranium Limited. 
 

However, a transformational economic and social empowerment framework (TESEF) 
currently under development through the Prime Minister’s Office seeks to introduce empowerment 
across all sectors, including the mining industry. According to the proposed framework, the share of 
local ownership is expected to be a minimum of 30 per cent. The policy for achieving this level of 
local ownership (participation) has not yet been developed, but it is the Government’s intention to 
move quickly through a fully consultative process to develop and then implement such a policy.  
 
Action points 
 

For harmonization with the SADC Framework, the Namibian Mining Policy should: 
 

i. Include an option for the Government to acquire a local equity stake (on commercial 
terms) in mining projects;  

 
ii. Include clear provisions to facilitate and enhance local investment in mining projects. 
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2.2.3 Mining and the fiscal environment  

 
Observations 
 

The Namibian mining fiscal regime addresses the requirements of the SADC Harmonization 
Framework, including relief for import duties on capital items for the sector; accelerated depreciation 
of exploration and mine development expenditures; tax holidays; carry-forward of mine development 
expenditures until production commences; and withholding taxes on dividends, royalties and 
management fees. Flexibility in the fiscal regime allows for the negotiation of royalty payment 
schedules and any applicable penalties. 
 

Namibia has consistently participated in tax harmonization programmes within SADC , 
therefore its tax system is in line with most systems in the subregion. However, Namibia has not 
signed any tax treaties to avoid double taxation.  
 

The corporate tax levels in Namibia – 55 per cent for diamond mining companies and 37.5 per 
cent for other mining companies – are, however, outside the SADC Framework levels. Although tax 
officials in the Government of Namibia emphasize that these tax levels illustrate the importance of the 
diamond sector to the Namibian economy, there is need to consider the modalities for aligning them 
with the SADC Framework.  
 

The country is planning to review its export duties to encourage local beneficiation and value 
addition. Currently, polished gemstones qualify for duty-free (0 per cent) export. However, 
programmes for the protection of the domestic tax base from transfer pricing are constrained by the 
inability to monitor such activities. Hence, the extent of transfer pricing cannot be quantified. 
 

The Government has recently (December 2008) introduced the Minerals Amendment Act, 
2008, which provides for other tiers of royalties, including the windfall royalty tax. As these royalty 
taxes are based on gross sales, and not profits, discussions are ongoing about the appropriate 
mechanism that would enable the Government to enjoy increased benefits in boom times and also 
forfeit windfall royalty taxes when markets are depressed. 
 

The collection and distribution of revenues from the sector are centralized functions. The 
Government believes that budgetary allocation is the fairest method of distributing revenues collected 
from the sector. The local economy can benefit directly from employment, increased demand 
generated by mining communities, infrastructure development, and corporate social responsibility 
(CSR) initiatives. 
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Action points 
 

For harmonization with the SADC Framework, the Namibian Mining Policy should provide 
for: 
 

i. Signing of tax treaties with the home countries of major investors to prevent double 
taxation and also provide revenue authorities with information to promote transparency 
and dialogue with host countries of mining companies. 

 
ii. Introduction of rules to address possible transfer pricing and strengthen its monitoring 

capacities;   
 

iii. Introduction of automatic rent distribution measures which would apply at times of high 
commodity prices, such as additional profit taxes, ad valorem royalties and windfall taxes;  

iv. Avoidance of tax holidays, but consideration of their limited use for investment projects 
that meet specific national policy and development objectives; 

 
v. Limitation of the period of loss carry-forward or the cost amount as determined in income 

tax calculation;  
 

vi. Income tax deductibility of contributions to a mining rehabilitation trust fund, and 
approved environmental and social expenditures. 

 
 2.3  Governance  
 
Observations 
 

Governance of the mining industry of Namibia is underpinned by the Minerals Act and other 
supporting legislation, including the Environmental Management Act (2007). The Ministries of 
Environment and Tourism, and Agriculture, Water and Rural Development are responsible for 
environmental and water issues, respectively. The Minerals Board and the Diamond Board, which 
both have representatives from the Chamber of Mines and other ministries, including those of finance, 
fisheries and agriculture, act as advisors on administrative issues in the sector. There is also a 
Minerals Ancillary Commission to deal with land access issues between holders of prospecting 
licenses, mining licenses and mineral agreements on one hand, and land owners on the other. The 
Chamber of Mines cites the high quality of geological data, the ease of accessibility of these data, and 
the up-to-date claim maps maintained by the Government as important services for investors. 
Although some delays are experienced in the licensing of claims, the Chamber is generally satisfied 
with the level of service, including the level of transparency.   
 

The TESEF framework, once operational, will guide operators on enhancing the participation 
of nationals and skills transfer to empower locals to manage the benefits of mineral exploitation. In 
2008 the Government established a mining company to actively participate in mineral exploitation by 
entering into joint ventures with private investors. It is important that a broad-based local participation 
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framework be developed to ensure that all Namibians have equal opportunity to participate in the 
mining industry. A trust-fund approach could be used to build such national ownership. 
 
Action points 
 

For harmonization with the SADC Framework, the Namibian Mining Policy should: 
 

i. Develop a corporate social responsibility framework, including a CSR Charter (in 
consultation with mining companies), to make skills, numeracy and literacy training for 
mining communities requirements for granting mining licenses.  

 
2.4 Environmental Management  

  
Observations 
 

The Minerals Act and the Environmental Policy and Environmental Management Act provide 
guidance on environmental responsibilities and expectations in the sector. According to the Mining 
Policy, integrated environmental management principles are part of the environmental framework for 
the Namibian mining sector, as are requirements for environmental impact assessments before the 
granting of mining rights. The Mining Policy makes it mandatory for mining companies to provide for 
ongoing, premature and post-closure rehabilitation of mining areas. An environmental questionnaire 
for companies applying for mining licences serves as the environmental contract between the 
applicant (mining company) and the Government (represented by the Ministries of Environment and 
Tourism, and Mines and Energy). The contract includes technical, social and ecological commitments 
on the part of the companies and is used to assess performance. According to the framework, 
rehabilitation expenditures are tax deductible. However, both the Government and the Chamber of 
Mines acknowledge that they face labour constraints in monitoring adherence to environmental 
regulations and social obligations. Mechanisms to enhance coordination between the Ministry of 
Mines and Energy and the Ministry of Environment and Tourism are still being developed to ensure 
that the compliance system is properly monitored. Plans are under way to introduce financial 
instruments such as environmental trust bonds to enhance compliance.  
 

The Chamber has expressed concern over what it considers as low levels of compliance with 
environmental regulations by new investors who are not members of the Chamber, and has called on 
Government to strengthen monitoring mechanisms to level the compliance playing field. 
 
Action points 
 

For harmonization with the SADC Framework, the Namibian Mining Policy should:  
 

i. Include a commitment to incorporate multiple land-use and post-mining land uses 
planning as requirements for granting exploration and mining licences;  
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ii. Strengthen the monitoring of environmental regulations, including compliance with the 
requirements of the environmental rehabilitation fund, which is intended to provide for 
environmental disasters and social decline. 

 
2.5  Social/People Issues 

 
2.5.1  Human resources and skills development 

 
Observations 
 

The Namibian Mining Policy recognizes the importance of skilled labour in the development 
of the mining industry. The Affirmative Action (Employment) Act (1998) was enacted to address past 
imbalances and requires companies to submit affirmative action plans. Training institutions such as 
the Namibian Institute of Mining and Technology, the Polytechnic of Namibia, and the University of 
Namibia (Geology) are key centres providing skills training in mining disciplines. The Namibian 
Mining Policy encourages mining companies to enhance their skills base through in-house training, 
bursaries and apprenticeships. In the case of outsourcing, or expatriate recruitment, companies are 
encouraged to include skills training in their contracts, especially for small-business operators.  
 

Companies are required to present social and labour plans in order to obtain mine development 
rights. The Government encourages companies to train employees in alternative skills in order to 
manage downscaling. Mineral development agreements include requirements for the recruitment of 
qualified Namibians, training of Namibians and procurement of Namibia-produced goods. The hiring 
of expatriate labour requires the approval of the Ministry of Labour and a skills training programme 
must be in place so that Namibians can gradually fill the skills gap. 
 

Members of the Chamber of Mines have actively participated in skills development in the 
Namibian mining industry by providing bursaries to students enrolled in the geology programme at 
the University of Namibia and in other geoscience disciplines at tertiary institutions in South Africa 
and elsewhere. The mining industry is the main sponsor of bursaries at the Namibian Institute of 
Mining Technology (NIMT) for the various artisan-level skills requirements. Through the Chamber of 
Mines, the mining industry sponsored the establishment of a third NIMT campus in Keetmanshoop, 
southern Namibia, in 2008. This approach, together with in-house training programmes and training at 
technical colleges, has provided companies with a skills base to meet their needs. However, Namibia 
cannot satisfy all of its requirements and has to rely on specialized skills from other countries in the 
subregion and worldwide. Therefore, the development of a common qualification framework as part 
of the harmonization process would facilitate the movement of skills to fill the skills gap in Namibia. 

 
Action points 
 

The Namibian Mining Policy should include a commitment to: 
 

i. Promote a subregional approach to skills development through sharing and utilization of 
existing training infrastructure; 
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ii. Cooperate with other SADC member States to create an environment to facilitate the 
mobility of skills across the subregion by standardizing qualifications and harmonizing 
migration requirements; 

 
iii. Encourage industry to develop training and development programmes, including 

alternative skills training programmes, through tax rebates and other incentives;  
 

iv. Cooperate with other SADC member States to assess skills deficiencies in the mining 
industry and develop and maintain an active and shared skills database for the sector. 
Cooperation could also include direct financial support to training institutions in other 
countries in the subregion. 

 
2.5.2  Gender 

  
Observations 
 

According to the Labour Act and the gender chapter of the Namibian Mining Policy, mining 
companies cannot discriminate against women in terms of employment and participation in the sector. 
Although the 50/50 gender equality principle is not explicitly mentioned in the Policy, it is expected 
that the country’s gender policy would be aligned with the SADC position. However, there is need for 
the principle to be explicitly emphasized in the Mining Policy so that mining companies are aware of 
and act in compliance with it. Affirmative action for gender balance has to be a guiding principle in 
order to address past inequalities and ensure that women have a share in the sector as owners and as 
employees. There is also need for awareness campaigns to sensitize women to opportunities in the 
sector.  
 
 
Action points 
 

For harmonization with the SADC Framework, the Namibian Mining Policy should: 
 
i. Make it mandatory for all education and training opportunities in the sector (whether 

sponsored by the State or by the private sector) to be based on gender equality and equity; 
 
ii. Ensure that the targets contained in the SADC Protocol on Gender are met over time, and 

introduce and monitor adherence to equality and equity targets;  
 
iii. Ensure gender equality and equity programmes are enforceable by law;  
 
iv. Include a commitment to invest in sensitization and communication programmes to 

eliminate all barriers preventing women’s effective participation in and contribution to the 
mining sector. 
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 2.5.3  Economic and social environment 
 
Observations 
 

The mining industry in Namibia has traditionally contributed to social and community issues 
voluntarily. However, the international framework for social sustainability in the sector now requires 
companies to do more to ensure that communities benefit from mineral extraction. In some countries, 
a systematic corporate social responsibility (CSR) approach has been developed where expectations of 
mining companies are clearly spelt out at the outset, while other countries leave it to the companies, 
individually or as a group, to develop a CSR framework. In Namibia, the CSR approach is based 
mostly on individual initiatives, leading to differences among company responses. The Chamber of 
Mines therefore encourages its members to invest in meaningful CSR programmes. 
 

The provision of school and hospital infrastructure, housing, roads, power and water and 
investment in education, training and HIV/AIDS programmes are some of the common societal 
programmes that are part of the CSR package. The Namibian Chamber of Mines is committed to CSR 
and its members have ongoing programmes to assist communities. On HIV and AIDS, the companies 
are guided by the national code and most provide preventive and management assistance to employees 
and mining communities.  
 
Action points 
 

For harmonization, the Mining Policy should include provisions to: 
 

i. Encourage mining companies to embrace corporate social responsibility as a way of doing 
business and ensuring amicable co-existence with mining communities through the 
provision of services, infrastructure and employment; 

 
ii. Strengthen mining, health and safety regulations;  

 
iii. Make the management of the impact of HIV/AIDS part of CSR in partnership with mining 

companies and mining communities; 
 

iv. Develop a culture of good corporate social responsibility in which obligations of mining 
companies to communities are identified and fully met;  

 
v. Develop a long-term plan to manage HIV/AIDS issues in collaboration with government 

agencies, mining companies, communities and other stakeholders. 
 

2.6  Regional Cooperation  
 
Observations 
 

The Namibian Mining Policy outlines the importance that Government attaches to cooperation 
in implementing the SADC Protocol on Mining and the SADC Treaty. The NMP identifies the 
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development of collaborative skills training programmes through existing institutions; development of 
subregional funding mechanisms for ASM; development of subregional investment promotion 
strategies; and rationalization of R&D as important areas for subregional cooperation in the sector. 
The Government has made a commitment to promote a uniform approach to human resources and 
technology development and the sharing of infrastructure such as roads, rail, energy and smelter 
facilities, including Tsumeb, where Zambian copper concentrate is used to produce blister copper. 
However, the Policy does not emphasize the need for mining companies to collaborate with 
counterparts in other countries as part of the subregional framework. Yet, such cooperation would 
enable Namibia to benefit from economies of scale and thereby overcome the constraints of a small 
economy. 
 
Action points 
 

For harmonization with the SADC Framework, the Mining Policy of Namibia should: 
 

(a) Outline specific incentives to encourage cooperation across borders among mining 
companies; 

  
(b) Include a commitment to provide financial assistance to subregional R&D and training 

institutions in order to maintain capacity and enhance economies of scale. 
 

3.0  CONCLUSIONS 
 

The study has shown that Namibia’s Mining Policy, the Minerals Act (1992), the Diamond 
Act (1999) and the Environmental Management Act (2007) and other supporting legislation and 
policies incorporate most of the recommendations of the SADC Harmonized Framework. However, 
the Mining Policy needs to be refined further to capture all the recommendations of the SADC 
Framework, with a clear snapshot of the mining fiscal environment. The corporate tax levels, 
especially for the diamond sector, are outside the recommendations of the SADC Harmonization 
Framework and would have to be aligned to the Framework. The Government argues that the high 
corporate tax on diamonds is a reflection of the strategic importance of diamonds to the Namibian 
economy. The Chamber of Mines appears comfortable with this, but would rather have a review of the 
corporate tax of 37.5 per cent for other minerals. The process should consider these tax levels, not in 
isolation, but as part of the overall fiscal regime, given that this now includes the windfall royalty tax, 
while some taxes, such as the capital gains tax, are not applicable in Namibia.  

 
The promotion of meaningful empowerment of locals in the sector is one of the key 

recommendations of the framework and hence there is need for the development of a stable national 
empowerment framework with clearly defined targets and timeframes for implementation by 
companies, along with monitoring mechanisms. 
 

A clear policy on consultation with traditional and local communities and their participation in 
negotiations for the development of exploration and mining projects needs to be developed. This 
would ensure that issues such as job reservations for local communities, their continued participation 
as part of good CSR, and relocation and compensation issues are all dealt with before projects 
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commence. The Policy should strengthen CSR requirements and ensure that they are entrenched in the 
working framework of mining companies. 
 

The Policy has to outline guidelines on the conditions under which small-scale miners can 
trade in their claims without compromising empowerment strategies. Strengthening of the capacity of 
the Ministry of Mines and Energy to provide assistance to the sector should be one of the major policy 
objectives. The restructuring process at the Ministry to provide for special attention to the SSM sector 
is a step in the right direction. 
 

Any revisions and changes to the Namibian Mining Policy, the Minerals Act (1992) and the 
Diamond Act (1999) and other legislation must be in consultation with stakeholders. Similarly, the 
proposed changes to the fiscal regime, especially the introduction of windfall taxes, local equity 
requirements and the requirements for companies to sell part of their output to local cutters may 
impact on investor decisions and require extensive consultation. The Ministry has maintained a fully 
consultative process with the Chamber of Mines and its members in all aspects of policy, and this 
should continue.  
 

This study has highlighted the dynamic nature of the policy environment and the need to 
continuously review and incorporate emerging ideas and approaches. The issues of economic 
empowerment of indigenous Namibians in ownership of the industry, government participation and 
community consultation, which were not particularly important at the time that the Policy was 
developed, have become important and must be addressed.  
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SOUTH AFRICA 
 
1.0  BACKGROUND 
 

South Africa boasts one of Africa’s most diverse geological environments and is host to the 
world's largest resources of chrome (73 per cent), gold (41 per cent), vanadium (43 per cent), 
manganese (80 per cent) and platinum group metals (PGMs) (90 per cent). South Africa is the world’s 
leading producer of PGMs, chrome, vanadium and manganese. The minerals sector is a significant 
part of the South African economy and in 2007 it accounted for 5.8 per cent of the country's GDP. 
Precious metals accounted for 65 per cent of export earnings and 21 per cent of total exports of goods. 
In 2007, the industry provided direct employment to 460,000 people, plus an additional 400,000 in 
services and goods supply. Although the ownership of the mining industry has changed significantly 
since broad-based economic empowerment strategies were introduced, large mining companies such 
as Anglo, DeBeers and BHP-Billiton still dominate the sector.  
 

The development of the South African minerals sector is underpinned by its Mining Policy 
developed through extensive consultation with stakeholders, including mining companies, small-scale 
miners, environmental lobby groups, civil society and communities affected by mining. The Policy is 
supported by key legislation, including the Mineral and Petroleum Resources Development Act 
(MPRDA) (2002), the National Environmental Management Act (NEMA) (1998), the Diamond 
Amendment Act, the Mining Charter and the Minerals and Petroleum Royalty Act (2008). The 
Department of Minerals and Energy is the lead agent for governance of the mining industry in South 
Africa. It provides separate intra-departmental components and mechanisms to handle the promotion 
of the industry on the one hand, and regulation on the other. 
 

South Africa’s core objectives in mineral development as outlined in the MPRDA are to: 
 

i. Recognize that mineral resources are the common heritage of all South Africans and 
collectively belong to all the peoples of South Africa;  

 
ii. Ensure that a proactive social plan is implemented by all mining companies;  

 
iii. Attract foreign direct investment (FDI);  

 
iv. Ensure a vigorous beneficiation drive in the mining industry; 

 
v. Contribute to rural development and the support of communities surrounding mining 

operations;  
 

vi. Redress the results of past racial discrimination and ensure that historically 
disadvantaged persons (HDPs) participate meaningfully in the mining industry;  

 
vii. Guarantee security of tenure to existing prospecting and mining operations. 
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The Act also addresses broader socioeconomic issues in the South African mining industry, 
including transformation of the industry, promotion of equitable access to mineral resources, 
promotion of investment in exploration and mining, and environmental sustainability. As part of the 
overall framework for wider participation, the Act seeks to redress the past discrimination of 
historically disadvantaged persons and encourages and promotes the participation of young and 
smaller entrepreneurs in order to create jobs.  
 

The Government, through the Mining Policy, is committed to providing a favourable legal and 
fiscal environment as well as the infrastructure to allow for the efficient exploitation of minerals. 
When compared with NMPs in the rest of the subregion, South Africa’s Mining Policy is undoubtedly 
the most detailed. However, it does not address all the issues recommended in the SADC 
Harmonization Framework. 
 
2.0  COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK 
 

2.1  Mineral Development 
 

2.1.1 Mineral administration and development systems  
 
Observations 
 

South Africa’s Mining Policy is in conformity with many of the requirements of the SADC 
Framework with regard to mineral administration and development systems. The mineral 
administration system is simple and transparent and is handled through the Department of Minerals 
and Energy (DME) and its various directorates. Companies are required to submit exploration 
information and mineral production data, and progression from prospecting to mining is automatic 
provided environmental and other social obligations are met. Security of tenure is guaranteed, and 
mineral royalty rates are mineral-specific. The licensing system under the MPRDA includes 
prospecting rights, exploration rights, mining rights, mining permits and retention permits. 
Mechanisms to stimulate specific policy objectives, including economic development in mining areas 
and the creation of value-adding (mineral beneficiation) industries, are part of the South African 
Mining Policy.  
 

According to the Mineral and Petroleum Resources Royalty Act (2008), mineral-specific 
royalties ranging from 0.5 per cent to 7 per cent of sales value (after deducting transport costs) were 
scheduled to become effective after 1 May 2009,8 in line with the restructured mineral rights system in 
South Africa. Two broad categories of royalties have been envisaged: one for refined mineral 
products, and the other for unrefined mineral resources. The royalty on refined products, including 
gold, will be between 1.7 per cent and 2.5 per cent, with a maximum 5 per cent royalty for refined 
mineral products.. Rates for unrefined products, such as rough diamonds, will be between 2.2 per cent 

                                                 

 

8 The introduction of these royalties has been postponed to 2010 in light of the current global economic challenges. 
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and 3.3 per cent, up to a maximum of 7 per cent. The royalty-sharing formula which allows for the 
deduction of amortization and depreciation charges also enables the State to share in both the upside 
and downside of the mining industry, and takes into account the capital-intensive nature of the 
industry. Furthermore, there are conditions under which small enterprises are exempt from paying 
royalties.  
 
Action points 
 
  For harmonization with the SADC Framework, South Africa’s Mining Policy should adopt to 
a regional approach to: 
 

(a) Work with other countries in the subregion to introduce proactive measures to combat 
mineral theft, illegal dealings in minerals and other associa ted crimes such as customs and 
VAT fraud and money laundering;  

 
(b) Integrate geological information into a subregional information management system, 

including a subregional prospectivity database to contribute to subregional interpretation 
and joint publication of geological information. 

 
 2.1.2  Mineral promotion and marketing 
 
Observations 
  

The promotion of South Africa’s geological prospectivity is a State responsibility through the 
Department of Minerals and Energy’s Mineral Promotion and Policy Directorate. Although the 
marketing of minerals is essentially free, the Government has a monitoring system whereby license 
holders are required to declare their mineral sales as part of their prospecting and mining rights. In the 
case of diamonds, producers are obliged to sell, at prevailing international prices, 10 per cent of their 
output to the State Diamond Trader (SDT), which then makes the rough diamonds available to local 
cutters and polishers. A 10-per-cent export tax is levied for all rough diamonds exported. According to 
the Precious Metals Act (2005), consent from authorities is required to sell unwrought gold, diamond 
and PGMs. Export of unwrought or semi-fabricated gold requires the approval of the national treasury 
under  the exchange control regulations, and written permission from the Minister of Mines and 
Energy.  
 

The Mining Policy states explicitly that Government intervention in mineral marketing will be 
limited to addressing market failures and supporting market development by mineral producers with 
appropriate policies aimed at eliminating barriers to the fair export of minerals. Through coordination 
between the DME and the Department of Finance and the enforcement of appropriate laws, the 
Government is committed to addressing transfer pricing issues in the sector as part of its overseeing 
role. Although the South African Government has traditionally not actively participated in the sector 
as an owner, current thinking is that State participation could be considered in the medium to long 
term. 



ECA/SA/AEGM/MINING/2009/1 
Annex III 
Page 44 
 

 

 
Action points 
 

For harmonization with the SADC Framework, the Mining Policy of South Africa should: 
  

i. Include a commitment to help small-scale miners develop unique value-added products 
like jewellery, and especially help them to identify niche markets for  their products;  

 
ii. Include a commitment to work with other SADC member States to develop and provide 

information to a subregional database of tariff and non-tariff barriers affecting mineral 
products from the subregion and assist in addressing the negative impacts of these market 
restrictions. 

 

 2.1.3  Mineral beneficiation, clusters, research and development  
 

2.1.3.1    Mineral beneficiation and clusters  
  
Observations 

 
South Africa’s Mining Policy and legislation promote local beneficiation through special 

programmes, particularly for diamonds and other precious metals. The Policy has a beneficiation 
strategy which addresses many of the recommendations of the SADC Framework on a national scale, 
but misses out on the subregional dimension. The DME Benefic iation Economics Directorate is 
responsible for developing and implementing strategies to address constraints to the local 
beneficiation of minerals. The Directorate interacts with relevant stakeholders to actively encourage 
investment in mineral beneficia tion projects. As a matter of fact, major projects have been undertaken 
in South Africa since the early 1990s, including Columbus Stainless, Hillside Aluminium, Namakwa 
Sands, Saldanha Steel, and the continuing expansion of ferro-alloy production. 
 

Assistance is provided to entrepreneurs in mineral beneficiation sectors for small- and 
medium-size enterprise development, especially for historically disadvantaged South Africans 
(HDSA). Through the Mining Charter, companies are able to offset the value of the level of 
beneficiation they achieve against HDSA ownership commitments. Similar national commitments to 
beneficiation are outlined in the Diamonds Amendment Act 29 of 2005, the Diamonds Second 
Amendment Act 2005, Act 30 of 2005 and the Precious Metal Act.  

 
A draft beneficiation strategy focusing initially on gold, diamond, PGMs and chrome has been 

developed and is expected to facilitate the development and strengthening of clusters around these 
mineral commodities. The strategy has been submitted to stakeholders for consultation and approval 
before its implementation. It emphasizes cooperation between DME and the Ministry of Trade, State 
support to R&D, and collaboration with the private sector in beneficiation projects. The strategy calls 
for the establishment of joint venture research projects with the private sector, to pool resources and 
exploit the broad range of available expertise. The Government is also committed to creating a stable 
business climate for the mineral beneficiation industry, address any policy constraints to the sector’s 
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growth, and ensure that the necessary infrastructure is ava ilable and accessible for all deserving 
projects. 
 

The broad-based Diamond and Precious Metals Regulator established in 2005, is expected to 
ensure that the exploitation of diamond resources is equitable and benefits all South Africans through 
beneficiation and compliance with the Kimberley Process Certification Scheme. In addition to 
fostering local value addition, this strategy is intended to facilitate skills development in the infant 
local cutting and polishing sector and thereby empower South Africans. 
 
Action points 
 

For harmonization with the SADC Framework, the Mining Policy should: 
 

i. Establish  mineral beneficiation as a subregional strategy and identify and analyse other 
minerals that have potential for value addition at subregional level, and collaborate with 
other SADC member States to promote such projects;  

 
ii. Explore the feasibility of developing a subregional marketing strategy for minerals where 

the subregion has a significant market share;  
 

iii. Include a commitment to work on strategies to develop subregion-wide clusters focused, 
initially, on specific minerals, especially those for which the subregion is a major world 
producer (gold, diamonds and PGMs, for example);  

 
iv. Develop proactive support mechanisms for producers and producer associations to enable 

them to deal with barriers to the export of value-added minerals. 
 

2.1.3.2   Research and development  
  
Observations 
 

An innovation fund established in 1999 through the Department of Science and Technology 
and managed by the National Research Foundation is part of the R&D framework in South Africa. 
The fund is mandated to promote technological innovation by investing in late-stage research and 
development, protection of intellectual property, and commercialization of novel and inventive South 
African technologies. 
 

The South African National Research and Development Strategy underscores the need to 
create centres and networks of excellence in science and technology, including in the social sciences, 
as key components of the human capital and transformation dimensions of the nation. The 
Government, through MPRDA, is committed to pursuing a vigorous beneficiation drive in the mining 
industry by supporting R&D initiatives, including by providing incentives for private sector 
participation through the Research and Development Tax Incentives Programme. These tax incentives 
are an indirect approach to increasing national R&D expenditure and complement the Government's 
direct expenditure on R&D activities through its specialized institutions. For example, the 
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Government had set a target of 1 per cent of gross expenditure on R&D as a percentage of GDP by 
2008.  
 

The core Government-supported South African R&D infrastructure for the mining industry 
includes Mintek, the Mining Technology Division in the Council for Scientific and Industrial 
Research (CSIR), and the Council for Geoscience. These institutions, though partly funded by the 
Government, complement State funding through the commercial contracting of services. The 
institutions have earned a subregional character as other countries and private companies in the 
subregion have benefited from their expertise through contracted service provisions. 
 

Despite the existence of these institutions, the Chamber of Mines is of the view that the 
fundamental research culture in South Africa has, in general, weakened as these institutions are 
focusing more and more on commercial R&D to generate revenues for sustenance. The Chamber 
notes that the movement of skilled personnel off-shore has also contributed to the decline in research 
output from these institutions and recommends the doubling of energies towards developing 
competitive staff-retention strategies. The Chamber has highlighted the commitment of its members to 
R&D through in-house programmes and the active support of research projects and student training in 
universities and other tertiary institutions. 
 

Although South Africa has a well-developed R&D infrastructure for the sector compared with 
the rest of the subregion, cooperation and collaboration with similar institutions in other countries 
could enhance the subregion’s capacity and spread the benefits of economies of scale from research 
outcomes. A subregional approach to R&D would reduce duplication of research efforts and optimize 
resource utilization.   
 
Action points 
 

The South African Mining Policy should include a commitment to: 
 
i. Adopt a subregion-wide collaborative approach to applied R&D (involving the State and 

the private sector) in the areas of beneficiation and cluster development; 
 

ii. Strengthen initiatives to identify and analyse minerals that have potential for value 
addition in the subregion, and work on beneficiation projects on a subregional scale; 

 
iii. Support a subregional approach to strengthening the transport, energy and water 

infrastructure, technology, skills and other inputs for mineral extraction, transformation 
and value addition;  

 
iv. Promote the development and maintenance  of subregional centres of excellence in R&D; 

development  and maintenance  of SADC-wide research links; establishment of networks 
of researchers and research institutions; and sharing of financial and human resources, 
competencies, expertise and research outcomes with similar organizations and skills 
within and outside of the subregion.  
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2.1.4  Artisanal and small-scale mining  
 
Observations 
 

The Mining Policy recognizes the importance of the small-scale mining sector in developing 
small deposits, and considers it an efficient vehicle for the creation of employment, empowerment and 
poverty alleviation. The Policy is cognizant of the technical, human, marketing and financial 
constraints faced by the sector and addresses them by encouraging and facilitating the sustainable 
development of the sector.  A Small-Scale Mining Division in DME provides key support to the ASM 
subsector to facilitate access to finance and technology by coordinating needs-driven research and 
creating an assistance framework to ensure that the sector operates efficiently and is integrated into 
the rest of the economy. Assistance is offered to aspiring small-scale miners in many areas, including 
the establishment of legal entities; identification of mineral deposits; environmental impact 
assessments; legal and contractual arrangements; reserve estimation; feasibility and market studies; 
and selection of mining equipment. A Small-Scale Mining Board has been set up as a point of 
delivery for the services required by the small-scale mining sector.  
 

The Policy attaches great importance to and emphasizes the need for a subregional training 
strategy for the sector within SADC and includes a commitment to adopt a one-stop approach in 
information provision to address the sector’s needs. The Mining Policy emphasizes the importance of 
the amicable co-existence of ASM and large mining companies and includes a commitment to create 
an environment to foster and nurture such relationships. On environmental issues, the Policy includes 
a commitment to expedite the processing of environmental management, permitting reports and 
adoption of measures to promote environmental sustainability in the sector through training and skills 
development. A commitment to flexible financial provisions for environmental management 
programmes is part of the Policy for the ASM sector.   
 

The DME collaborates with R&D institutions such as Mintek, CSIR and the Council for 
Geosciences to address the challenges faced by the sector. In addition to offering technological 
services such as analytical chemistry, biotechnology, hydro and pyrometallurgical services and 
mineral processing, Mintek has a small-scale mining division which provides support for the 
development of appropriate small-scale mining equipment and enhancement of value addition in the 
sector. It also offers training on legislative requirements for registration, marketing, finance, 
technology and management skills and knowledge. 
 
Action points 
 

For harmonization, the Mining Policy should include provisions to: 
 

i. Facilitate and strengthen the integration of the ASM sector into community development 
plans by raising the profile of the sector in local development programmes; 

 
ii. Strengthen the decentralized framework to address the challenges faced by the ASM 

sector, focusing on enhancing the accessibility of assistance needed by the miners;  
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iii. Assist in exploring opportunities for mineral beneficiation in the sector;  
 
iv. Ensure that appropriate internationally accepted health, safety and environmental 

standards are promoted, enforced and maintained in the sector. 
 

2.2 Macroeconomic and Investment Climate  
 

2.2.1 Political and macroeconomic environment 
 
Observations 
  

The importance of macroeconomic, social and political stability as key attributes of a 
favourable investment climate is recognized in the South African Mining Policy, which recognizes the 
high premium placed on these issues by investors and hence includes a commitment to create an 
environment in which the local and foreign private sectors can invest in the minerals sector and 
contribute to employment creation and economic and social development. The Government is 
committed to continuing economic liberalization and creating a stable economy with low inflation 
rates and positive interest rates and ensuring that labour relations continue to function smoothly.  
 

However, the pursuit of subregional macroeconomic convergence is not articulated in the 
Policy as a subregional milestone, as should have been the case. Further, although the Policy 
highlights the importance of local political stability for the investment climate, a subregional approach 
to tackling political instability is not articulated.  The Policy must take cognizance of the impact of 
instability in other countries in the subregion on investment flows into SADC and include a 
commitment to assist countries facing such challenges, for the overall good of the subregion.  
 
 Action points 
 

For harmonization and in order to contribute to macroeconomic, political and social stability in 
the subregion, South Africa’s Mining Policy should include a commitment to work with other SADC 
countries to: 

 
i. Develop subregional strategies for  attracting foreign direct investment (FDI) (creating a 

conducive environment) into the subregional mineral sector by focusing on relaxing 
exchange control regulations and enhancing cooperation among member States in the 
social, economic and political spheres;  

 
ii. Work towards attaining the SADC macroeconomic convergence targets, such as inflation 

rates of less than 10 per cent per year and low levels of budget deficits. 
 

2.2.2 General investment regulations 
 

Observations 
 

The South African investment regulations are generally conducive to FDI despite the existence 
of foreign currency restrictions. Empowerment initiatives through the Mining Charter have resulted in 
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local companies owning and operating mines and mineral processing facilities. The clear articulation 
of the programme of empowerment and ownership in the Mining Charter provides stability to 
investors over time.  
 
Action points 
 

For harmonization with the SADC Framework, the Mining Policy should: 
 

i. Gradually reduce exchange controls without compromising the ability of inflows of foreign 
currency into the sector in order to assist other foreign currency-dependent sectors of the 
economy and enable the Government to retire foreign debts. 

 
2.2.3 Mining and the fiscal environment  

 
Observations 
 

The Government is committed to maintaining and promoting a stable legal and fiscal climate 
that does not inhibit the mining industry from making the fullest possible contribution to the national 
economy. The Government recognizes the importance of the tax regime and is therefore committed to 
ensuring that it will be consistent and stable and that the aggregate rate of tax will be internationally 
competitive. It is also committed to minimizing taxes which increase the costs of mining and to 
ensuring that the tax system does not inhibit mining but encourages the effective use of mineral 
resources. 

 
On international taxation issues, the fiscal regime includes many of the recommendations of 

the SADC Framework, including corporate tax rates, capital gains taxes, accelerated depreciation, 
VAT, fuel taxes, municipal taxes, subregional services, council levies, tax relief on import of capital 
equipment for the sector, export duties to encourage beneficiation, and withholding taxes on 
dividends. 
 

On national tax issues, the Mining Policy of South Africa is also compliant with the 
recommendations of the SADC Framework, as it allows for accelerated depreciation and ring-fencing, 
while the tax burden is internationally competitive and within the subregional levels. South Africa has 
also introduced trust funds and financial provisions for rehabilitation and downscaling, and for the 
deduction of social and environmental expenditures from taxable income.  
 
Action points 
 

For harmonization with the SADC Framework, the Mining Policy should: 
  

i. Introduce automatic rent distribution measures which would apply at times of high 
commodity prices, such as windfall taxes; 

 
ii. Include realized capital gains (or a portion thereof) in the annual income tax calculation; 
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iii. Provide for the signing of tax treaties with the home countries of mining companies to 

avoid the prospects of double taxation and at the same time provide revenue authorities 
with avenues for transparency and dialogue on tax information with the host countries of 
these companies; 

 
iv. Introduce stringent rules to address and monitor possible transfer pricing and also 

consider using the principles of the Organization for Economic Cooperation and 
Development (OECD) in this regard. 

 
 2.3 Governance  
 
Observations 
 

The Policy addresses many of the requirements of the SADC Harmonization Framework, 
including reference to sustainable development, participation of citizens in industry, presence of an 
advisory body, the need to fulfill social obligations in the granting of prospecting and mining permits, 
and the provision of training to employees.  

 
Sustainable development objectives are embedded in South Africa’s legal framework, 

according to the National Environmental Management Act which, together with the MPRDA, 
emphasizes the importance of social, economic and environmental sustainability in mineral 
exploitation. The MPRDA helps nationals obtain meaningful access to resources by expanding the 
opportunities of historically disadvantaged persons, including women, in the sector.  
 

In line with the objectives of the MPRDA, a broad-based socioeconomic empowerment 
(BBSEE) Mining Charter was developed to facilitate the empowerment of historically disadvantaged 
South Africans (HDSA) in the mining and minerals and related industries, and in the value chains of 
these industries. The Charter covers ownership and joint venture configurations as part of the 
empowerment framework. Ownership can be either active, where HDSA have majority control with 
management power, or passive, where they have no involvement in management. Companies should 
achieve 15 per cent HDSA ownership by 2009 and 26 per cent by 2014. 

 
The Mining Charter also recognizes the skills shortage in the South African labour market and 

the reliance on expatriate labour, and therefore includes a commitment to work through the Mining 
Qualifications Authority (MQA) to audit the skills base, develop training strategies and provide the 
required training. The Charter further covers employment equity issues, where employers are 
expected to provide employment equity plans with a HDSA target of 40 per cent participation in 
management within five years from 2004. The Charter emphasizes non-discrimination against migrant 
workers and the importance of mining communities and rural development, and calls in particular for 
the establishment and implementation of integrated plans for infrastructure development, with 
preference given to HDSA in supply and procurement.  
 

The management of revenues from the sector is handled by the national treasury and the South 
African Revenue Service through a national distribution formula which divides fiscal revenues among 
different levels of government. No system of subregional collection of revenues exists, but local 
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communities are encouraged to take out stakes in mining companies. The financial support of the 
Industrial Development Corporation and the Development Bank of Southern Africa is indicated as a 
way of financing new and existing mining ventures in partnership with companies owned by black 
South Africans. The Employee Share Ownership Participation Scheme (ESPOS) was introduced as 
part of the framework to enhance employee participation in the sector. The Mining Charter has 
created a culture of corporate governance which requires companies to ensure effective participation 
of employees in management and ownership. A scorecard to track adherence to the Charter targets has 
been developed and is periodically monitored. 
 

However, there are general fears that fronting could undermine the intentions of the Mining 
Charter. The National Union of Mineworkers has expressed concern over ownership trends promoted 
by the BBEE Charter, which seem to exclude communities. The National Union of Mineworkers 
argues that pools of resources easily accessible to communities through trusts have to be built and 
strengthened to enable communities and the majority to take out meaningful stakes in the resource 
sector. 

  
A broad-based Minerals and Mining Development Board has been established and is made up 

of representatives of labour, ministries and departments, businesses, NGOs and community-based 
organizations. The Board advises Ministers on the sustainable development of mineral resources, 
administration of the Minerals Act, transformation and downscaling in the industry, and promotion of 
human resources development through the Mining Qualifications Authority.  

 
Action points 
 

For alignment, the Mining Policy should: 
 

i. Strengthen the corporate social responsibility framework, including the CSR Charter and 
social and labour plans, to help explain community challenges more explicitly to mining 
companies; 

 
ii. Provide a framework to strengthen community stakeholder committees in mining areas, in 

order to facilitate the participation of communities in mining projects, including the 
development of a framework for financial assistance to enable communities to acquire 
stakes in mining projects;   

 
iii. Link the Minerals and Mining Development Board with the SADC secretariat and 

subregional mining industry associations through MIASA. 
 

2.4 Environmental Management  
  
Observations 
 

The Mining Policy addresses most of the recommendations of the SADC Framework with a 
clearly defined strategy for enforcement, including requirements for planning for closure, 
requirements for ongoing rehabilitation, setting aside of environmental funds, and tax provisions for 



ECA/SA/AEGM/MINING/2009/1 
Annex III 
Page 52 
 

 

environmental expenses. The Government of South Africa, through the MPRDA, is committed to 
providing an environment in which mining and mineral development takes place without 
compromising prudent environmental management, with the DME as the dedicated agent within the 
mineral sector.  
 

The Mining Policy emphasizes the application of reasonable, attainable, affordable and 
effective measures and standards based on local needs and requirements, while taking cognizance of 
international tendencies and developments with respect to environmental management practices, 
measures and standards in South Africa. According to the Minerals Act, environmental 
implementation plans and environmental management plans are mandatory. An environmental 
management programme report (EMPR) structure to assist prospecting and mining companies comply 
with the EIA and EMP requirements has been developed by DME. The National Environmental 
Management Act (NEMA) (1998) stipulates that any development must be socially, environmentally 
and economically sustainable. It protects workers from environmentally hazardous work and whistle -
blowers on environmental issues from prosecution. The Act also contains provisions for mandatory 
annual monitoring and reporting to facilitate the updating of financial provisions.  
 

The South African environmental policy framework includes a financial system to promote 
rehabilitation and mitigation of environmental problems. The system, administered by DME, includes 
a trust fund, environmental insurance and cash deposits. Guidelines used to determine the quantum of 
fiscal provisions have been developed for mining companies. The DME, through its district offices, 
reviews and approves the quantum of fiscal provisions to ensure adequacy for closure. 
 

The environmental management policy framework encompasses community consultation and 
multiple land use and integrated land-use planning. The Mining Policy emphasizes that a culture of 
waste minimization needs to permeate through the sector.  
  

However, the Chamber of Mines has expressed concern about delays experienced in the 
issuance of mining rights, especially for gold and coal, due to rising environmental activism in South 
Africa. The Chamber also observes that water rights have become a major bottleneck for the industry, 
causing delays in the permit issuing process.  
 
Action points 
 

For alignment with the SADC Framework, the South African Mining Policy should include a 
commitment to: 
 

i. Incorporate more explicit land-use and post-mining land uses planning as a requirement for 
granting prospecting, exploration and mining licenses;  

 
ii. Work with other SADC countries to develop and implement SADC-wide environmental 

legislation to govern mining operations. 
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2.5 Social/People Issues 

 
2.5.1 Human resources and skills development 

 
Observations 
 

The Mining Qualifications Authority (MQA) established under the Health and Safety Act 
(1996) is a registered skills education and training authority (SETA) for the mining industry. The 
MQA, in consultation with other stakeholders, generates unit standards and qualifications and 
therefore acts as the education and training quality assurance institution responsible for skills 
development based on the Skills Development Act (1998). The MQA supports the broad-based 
socioeconomic empowerment charter to address past imbalances in skills, encourage the participation 
of women, and empower the HDSA through skills development. The human resources development 
strategy through the MQA commits government to play a central role in training on mining 
entrepreneurial skills. Employers are expected to ensure that employees are functionally literate. The 
fast-tracking of skills training and the inclusion of large numbers of women in skills training 
programmes are part of the Policy and a target of 10 per cent female participation in the industry by 
2009 is envisaged. 
 

However, the Chamber of Mines contends that delay by the MQA to produce standards 
impacts on training in the industry; that institutions offering Bachelors degrees for the sector are too 
few for the size of the industry; and that the mobility of trained labour to other countries has widened 
the skills gap even further. According to the Chamber, the quality and number of graduates could be 
improved by revamping curricula and deploying more resources in the funding of training 
programmes.  
 
Action points 
 

For harmonization with the SADC Framework, the South African Mining Policy should: 
 

i. Encourage industry participation in professional training and human development 
programmes through the provision of attractive tax incentives to encourage skills 
upgrading and development; 

 
ii. Include a commitment to work with other member States to assess skills deficiencies in 

the mining industry and develop and maintain an active database on skills required at 
national and subregional levels; 

 
iii. Include a commitment to work with other member States to create an environment to 

facilitate the mobility of skills across SADC by standardizing qualifications and reducing 
migration restrictions for labour;  
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iv. Promote a subregional approach to skills development through the sharing and utilization 
of existing training infrastructure and the provision of resources to assist training 
institutions in the subregion, especially in countries facing difficulties. 

 
2.5.2 Gender 

  
 Observations 
 

Gender issues are not dealt with separately in the South African Mining Policy, but are part of 
people and social issues in the Mining Charter. Reference to the empowerment of women in the sector 
is also made in the MPRDA. The national gender framework further emphasizes empowerment of 
women in ownership of productive resources and management of enterprises. Gender equity issues are 
part of the social and labour plans. In addition, the DME has actively participated in women 
empowerment programmes, including the establishment of the South African Women in Mining 
Group. Despite these initiatives, there is need for the Policy to explicitly outline strategies for women 
empowerment in the sector. Given the emphasis which the subregion places on gender equity and 
equality, there is need for national sector policies to address the imbalance in ownership and 
management in the sector as a proactive strategy.  
 
Action points 
 

For harmonization, the Mining Policy and the Mining Charter should: 
 

i. Include a commitment to make specific provisions for gender equality and equity 
enforcement and develop targeted policies to empower women in the mineral sector and 
develop and enforce appropriate legislation; 

 
ii. Apply the 50/50 gender equality principle in the sector and set and monitor annual targets 

for women to be recruited in senior positions in ministries/departments responsible for 
mining, in mining schools and in mining companies; 

 
iii. Develop and implement education programmes to increase women’s access to and 

adaptability in the mining industry, and ensure retention of skilled women in the sector;  
 

iv. Introduce communication and sensitization programmes, to promote (remove resistance) 
women empowerment and eliminate barriers preventing women’s effective participation 
and contribution to the mining sector, and develop and apply punitive policy measures 
aimed at discouraging discrimination against women. 

 
2.5.3 Economic and social environment 

 
Observations 
 

Social and labour plans are key requirements of the mining permitting process in South Africa. 
The objectives of the social and labour plans are to, among other things, promote and advance the 
employment of South Africans and ensure that holders of mining rights contribute to socioeconomic 
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development in mining areas. The mandatory plans agreed to in concurrence with the DME are 
monitored through annual reporting and validation and remain valid until a closure certificate has 
been issued by the MPRDA. Each plan should include detailed strategies for human resources 
development (internships, mentorships and bursary programmes); local economic development 
support, including contributing to infrastructure development and poverty alleviation (through 
integrated development plans); management of downscaling and retrenchment (including measures to 
alleviate their adverse effects); and implementation of financial provisions. The plans also deal with 
empowerment issues, including progressive procurement plans. The overall objective is to ensure that 
mining communities benefit from mineral extraction. 
 

The Policy also deals with health and housing issues for employees and their families. To 
address issues related to migrant labour, the South African Mining Policy makes recommendations to 
protect and enhance the welfare of workers from other countries in the subregion, including equal 
treatment in places of employment. 

 
 In addition to programmes under the mandatory social and labour plans, mining companies 

are actively engaged in CSR programmes through community development and HIV/AIDS initiatives. 
 
Despite the existence of detailed labour and social plans and the elaborate monitoring regime, 

unions recommend that the Government strengthen monitoring compliance, especially for the quality, 
relevance and coverage of training provided by employers. The monitoring should assess the 
relevance of the skills acquired and incorporate skills other than mining to prepare mine workers for 
entrance into other economic sectors. 

  
Action points 
 

For harmonization, the Mining Policy should: 
 
i. Strengthen the monitoring of adherence to social and labour plans;  
 
ii. Ensure that mining communities participate in the identification and design of local 

development programmes;  
 

iii. Emphasize the importance of HIV and AIDS prevention and support systems for miners 
and mining communities.  

 
2.6   Regional Cooperation  

 
Observations 
 

The Mining Policy contains many of the subregional commitments to cooperation in the 
sector. It states that the Government will encourage cooperation on mineral and mining matters 
amongst the countries of the Southern African subregion based on the principle of mutual benefit. The 
Government is further committed to devising policies to enhance South Africa’s capacity to contribute 
to the development of the subregional mining industry. Specifically, the Mining Policy encourages 
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South Africa mining-related companies to apply their expertise to tap business opportunities in the 
subregion and across the continent. The removal of barriers to the movement of labour, capital, goods 
and services; cooperation in the harmonization of mining and related legislation; harmonization of 
mineral-related industrial and technical standards; encouragement of cross-border mineral processing 
to enhance value addition; and cooperation in technology and human resources development are 
identified in the Policy as strategies for developing the industry in the subregion. The Policy includes 
the commitment to facilitate the upgrading of the institutional capacity of Southern Africa mining and 
geology departments at tertiary institutions, pool resources in the form of laboratory facilities, 
research centres and institutions, and disseminate investment and exploration information among 
member countries. In cooperation with other Governments, industry and international agencies, the 
Government of South Africa is committed to addressing environmental concerns as well as health and 
safety standards in the mining and minerals industry.  
 
Action points 
 

Although the SADC Harmonization Framework does not provide recommendations for 
subregional alignment, the South African Mining Policy needs to: 

 
i. Develop strategies to translate its vision on subregional integration and cooperation into 

actions and programmes in the minerals sector in collaboration with other member States 
in the subregion. 

 
3.0 CONCLUSIONS 
 

The South African Mining Policy is arguably the most advanced in the subregion as it 
addresses many of the requirements for policy harmonization in the SADC subregion, and its 
comprehensive strategies provide important lessons for other countries in the subregion. In addition to 
addressing challenges peculiar to the South African mining industry such as previous ownership 
discrepancies and migrant labour issues, it has many progressive tenets which are oriented towards 
empowering communities and ensuring that mineral exploitation contributes to sustainable local 
economic development. 

 
In addition to many other innovative approaches in the South African Mining Policy, the 

system of social and labour plans provides an important model which the rest of the subregion could 
consider adopting to ensure that community benefits are part of the mineral development process. 
Further, given the challenges associated with exhaustible resources, making sustainable development 
objectives part of mineral law is important for the rest of the subregion. South Africa’s system of 
promoting the meaningful participation of locals also has important lessons for the rest of the 
subregion. 

 
However, South Africa’s mining policy framework needs to be strengthened for alignment 

with the SADC Harmonization Framework in areas such as: 
  

i. Development of gender strategies and actions for the sector;  
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ii. Enhancement of the corporate social responsibility framework to ensure that community 
benefits/participation, health and safety remain key requirements;  

 
iii. Strengthening the system of monitoring compliance of social and labour plans;  

 
iv. Improving access to financial resources to facilitate meaningful participation and 

empowerment of the HDSA;  
 

v. Harmonization and simplification of BEE codes between the Department of Trade and 
Industry and the Mining Charter;  

 
vi. Easing of restrictions on the business environment to facilitate the flow of investment.  
 
The review of the Mining Charter due to take place in 2009 presents an opportunity for the 

South African Mining Policy to include those recommendations of the Harmonized Policy Framework 
that have not yet been adopted. The review also presents an opportunity to assess the achievements of 
the Charter in relation to the intended targets.  
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TANZANIA  
 
1.0 BACKGROUND 
 

Tanzania has a highly prospective geology which provides for a rich and diverse mineral 
resource base. This includes significant gold mineralization found in three main areas, namely the 
Lake Victoria greenstone belts, the Mpanda and the Lupa gold fields; more than 300 kimberlitic pipes, 
a number of which are known to be diamondiferous; a variety of coloured gemstones which include 
the world-famous Tanzanite from the Merelani district; nickel and cobalt deposits; and numerous 
carbonatite deposits believed to host rare earth minerals. 
 

As evidence of its high prospectivity, five gold mines have been opened in the last decade in 
Tanzania. Yet, the country has struggled to realize the full benefit of its mineral endowment. Among 
the constraints cited are an inappropriate macroeconomic and mining policy framework, as well as 
limited technology and capital resources. 
 

To circumvent these constraints, the Government of Tanzania introduced a new Mining Policy 
in October 2007. The fundamental aim of the policy was to significantly raise the contribution of the 
mineral sector to Tanzania’s industrial development, employment creation and the improvement of its 
social and economic infrastructure. This was to be achieved through increased foreign and domestic 
tax earnings from a private sector-driven mineral industry. Fundamentally, mining activities were to 
contribute to not only economic and financial well-being, but also to social and environmental 
sustainability.  
 

While the 2007 Mining Policy rested on sound principles, there is widespread 
acknowledgement that it has not delivered on its intended results, especially in respect of the 
economic and social well-being of the citizens. Reasons for this include weaknesses in tax and social 
provisions, as reflected in development agreements, inadequate emphasis on value addition, and the 
Government’s inability to implement the Policy. 
 

Consequently, the Government has established a Presidential Committee to revise the 2007 
Tanzania Mining Policy. The Committee is currently reviewing its provisions, which when complete, 
will be reviewed by other stakeholders prior to finalization in December 2008. The revisions are 
mindful of the principles of the SADC Policy Harmonization Framework.  
 
2.0 COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK 
 

2.1 Mineral Development 
 

2.1.1 Mineral administration and development systems  
 
Observations 
 

Tanzania’s Mining Policy substantially covers the SADC guidelines. For example, Tanzania 
has a central mineral registry and information management system. Applications for a mining permit 
can be submitted online and the database is publicly accessible and can be searched online. A digital 
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database exists which includes maps and other previously manually held records. This makes the 
sharing of digital data with other SADC members possible, but issues of compatibility need to be 
addressed. 
 

Progression from exploration to a mining permit is automatic as long as the provisions of the 
exploration license have been observed. The term for the permit is limited and planned expenditure 
prescribed. Upon renewal of the exploration permit, 50 per cent of the original area is relinquished. 
Reporting on progress being made is also mandatory. 
 

Where adverse conditions prevent progression to the mining stage, a retention license can be 
applied for. All mining permits are issued upon submission of business plans outlining the proposed 
operations and expenditure and upon scrutiny and advice from the Mining Advisory Committee.  
 

The current mineral administration system comprises: the Geological Survey; Mines 
Inspection; Small-scale Mining Development; Mineral Economics and Trade; Licensing and Mineral 
Rights Registry, Explosives Management, 8 zonal offices and 13 resident mines offices located in the 
actual mining areas. A Mining Advisory Committee made up appointees from several key Ministries 
relevant to the mining sector such as finance, lands, industry and trade, environment, and the 
Attorney-General, advises the Minister on various issues relating to mineral administration. 
 

Tanzania’s key problem areas are twofold. Firstly, Government capacities to monitor the 
above provisions are weak. Secondly, while royalty rates are competitive and mineral-specific, they 
are tied to the profitability of the miner. Essentially, royalties are a depletion allowance and should be 
logically due, notwithstanding the overall profitability of the mining operation. 
 
Action points  
 

Tanzania’s Mining Policy should: 
 

i. Clearly state that while royalties and other fees will be internationally benchmarked and 
competitive, they are mandatory and payable when they fall due; 

 
ii. Seek to integrate its geological information system into a subregional information 

management system, to contribute to a subregional interpretation capability and joint 
publication of geological information; 

 
iii. Include a commitment to work together with other SADC member States to introduce 

proactive measures to combat mineral theft, illegal dealings in minerals and other 
associated crimes such as customs and VAT fraud and money laundering. 
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2.1.2 Mineral promotion and marketing 

 
Observations 
 

Tanzania’s Mining Policy and Mining Act leave the marketing of minerals to the free market 
as long as a license is obtained for dealing in the relevant minerals. License holders are required to 
keep and declare to the Government accurate records of all transactions. However, Government 
capacities to monitor declarations are weak, enabling loopholes for possible under-declarations. 
Where record-keeping is poor or the dealer is in default, the Minister may terminate the dealer’s 
license. This, however, appears to be discretional. 
 
Action points  
 

Tanzania’s Policy should: 
 
i. Explicitly state that defaulting mineral dealers will have their licenses withdrawn;  
 
ii. Emphasize the subregional approach by committing to work with other SADC member 

States to develop and provide data to a subregional database of tariff and non-tariff barriers 
for target mineral products from subregional producers. 

 
2.1.3 Mineral beneficiation, clusters, research and development  

 
Observations 
 

Tanzania’s vision for the mining sector includes the development of higher-value streams of 
gemstones, promoting forward and backward economic linkages, and offering incentives for the 
creation of manufacturing value added. The Policy, however, contains little to link mineral 
beneficiation to research and development, innovation and the creation of a mining cluster.  
 

While Tanzania has not undertaken any value chain studies, it has tried to establish a centre for 
jewellery and eliminated any taxes on polished gemstones, in order to stimulate local value addition. 
Yet, these efforts have not led to any significant value-adding activities in the sector. 
 

In terms of research and development, Tanzania is host to the Southern and Eastern African 
Mineral Centre (SEAMIC). The Centre offers bench-scale R&D in a number of areas, including 
chemical and environmental analysis; industrial mineral applications; mineral processing; gemology 
and small-scale mining; and geosciences data processing. The Centre is, however, not fully utilized 
despite its inherent potential to grow R&D services locally and subregionally. 
 

One possible reason for the weak research culture is that Tanzania does not appear to reward 
research outcomes through, for example, tax incentives to encourage companies to add value to 
mineral products. In the small-scale mining sector, the Government is establishing a centre for skills-
building, particularly in stone carving, lapidary and jewellery-making. Generally, Tanzania needs to 
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rethink its approach to R & D, innovation and value creation and how this could be carried through to 
specific actions in the sector. 
 
Action points  
 

Tanzania’s Mining Policy should state its intention to: 
 

i. Seek to create an enabling environment to attract investment into the fabrication and 
manufacturing sector, in order to promote the beneficiation of its mineral products by 
offering specific tax incentives; 

 
ii. Provide support for the emergence of a fabrication sector, including the provision of 

infrastructure, such as energy and other utilities, as well as negotiated tax incentives. 
 

Tanzania, as the host of a subregional R&D centre which has the potential to create value 
added, needs to emphasize the subregional approach in its Mining Policy. The Policy should 
therefore: 
 

i. Adopt a collaborative approach to applied research and development in the areas of 
beneficiation and cluster development, emphasizing the need for a subregional approach 
to further value addition for minerals; 

 
ii. Contribute to efforts to identify and analyse minerals that have potential for value 

addition in the subregion and work on beneficiation projects on a subregional scale; 
 

iii. Support a subregional approach to strengthening infrastructure (transport, energy and 
water), technology, skills and other inputs for mining and value addition;  

 
iv. Support subregional centres of excellence in research and development, provided that 

these centres develop and maintain SADC-wide links; establish networks; and share 
resources, competencies, expertise and research outcomes with similar organizations and 
skills within the subregion and beyond. 

 
2.1.4 Artisanal and small-scale mining  

  
Observations 
 

Tanzania has excellent provisions in its Policy which adequately cover the SADC 
requirements, including provisions for improving access to mineral concessions, finance, technology 
and skills, and addressing health, safety and environmental guidelines. Tanzania’s problems appear to 
lie in a lack of capacity to implement the Policy provisions. A further weakness is that ASM activities 
are not regarded as part of district development plans, although the Government is currently looking at 
integrating ASM activities into the economy at the district level. 
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Action points 
 

Tanzania’s Mining Policy should: 
 
i. Include explicit provisions to integrate the ASM subsector into rural community 

development plans and programmes. 
 

2.2 Macroeconomic and Investment Climate  
 

2.2.1 Political and macroeconomic environment 
 
Observations 
 

Tanzania’s Mining Policy recognizes the importance of political and macroeconomic stability 
as the key drivers of a favourable investment climate. In turn, it expects the mineral sector to 
significantly contribute to industria l development, employment creation and social and economic 
infrastructure. Notwithstanding this, the Policy does not fully reflect the SADC Mining Policy 
Harmonization Framework, which includes investment promotion efforts. Further, ECA is working 
with SADC to improve the subregion’s macroeconomic fundamentals towards institutional and policy 
convergence. These areas need to be reflected in Tanzania’s Mining Policy. 
 
 Action points  
 

Tanzania’s Policy should explicitly adopt a regional approach to: 
 

i. Work with other SADC States to collectively develop strategies to attract FDI into the 
subregional mining industry. Efforts should be aimed at reducing the perceived political 
risk to investors and enhancing cooperation among member States in the social, economic 
and political spheres;  

 
ii. Improve its macroeconomic policies and aim for subregional macroeconomic convergence 

in compliance with the SADC targets. 
 

2.2.2 General investment regulations 
 
Observations 
 

Tanzania does not have a requirement for local equity participation in mineral ventures. 
However, the country is planning to introduce Government participation in strategic energy minerals 
and those crucial to Tanzania’s development, such as iron and steel. This should lower the investment 
risk profile, provide security, and improve the business case for exploiting such minerals.  
 

Tanzania does not restrict foreign investors from paying dividends and repatriating profits 
abroad. 
 



ECA/SA/AEGM/MINING/2009/1 
Annex III 

Page 63 
 
 

 

 
Action points  
 

Tanzania’s Mining Policy should include the provision that: 
 
i. Government will pursue the option to acquire a local equity stake in mineral development 

projects on a case-by-case basis and on negotiated commercial terms. 
 

2.2.3 Mining and the fiscal environment  
 

2.2.3.1    International taxation issues 
 
Observations 
 

Tanzania does not have any problems in meeting international tax obligations for investors in 
the mineral sector. While it has no tax treaties with the home countries of investors, its use of 
withholding taxes on royalties, dividends and management fees does not impede investment. The 
country is planning to review its export duties to encourage local beneficiation and value addition. 
Currently, only polished gemstones qualify for duty-free (0 per cent) export. Protection of its domestic 
tax base from transfer pricing seems to be constrained by the capacity to monitor such activities. At 
present, the exact extent of transfer pricing is not known. 
 
Action points  
 

Tanzania’s Mining Policy should: 
 

i. Provide for the signing of tax treaties with the home countries of its main investors to 
provide revenue authorities with information to promote transparency and dialogue  with 
the host countries of the mining companies; 

 
ii. Seek to introduce rules to address and monitor possible transfer pricing.  

 
2.2.3.2 National taxation issues 

  
Observations 
 

On the plus side, Tanzania has tax stability clauses embedded in development agreements. It 
allows for accelerated amortization of exploration and mine development expenditure, but it does not 
have tax holidays. On the minus side, it is not known whether the total effective tax burden is 
competitive. It also has no measures for additional profit taxes in times of boom in commodity prices 
and individual mines are not ring-fenced for tax purposes. The period that a mine can carry forward its 
losses does not also appear to be limited. This has created circumstances where companies report 
prolonged losses. The development agreements allow companies to avoid paying corporate tax when 
they make losses. 
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Tanzania’s mineral tax system is contentious. The Government generally feels that the 
development agreements do not allow it to collect judicious tax revenues from the mining companies. 
Communities feel that they are not benefiting from the mining operations taking place in their midst. 
Industry, on the other hand, is wary of any unilateral tax changes that would increase the overall tax 
burden on their operations. Companies claim that despite the boom in commodity prices, the higher 
costs of inputs, particularly oil, strain returns and prevent profitability of operations. 
 

The Government plans to introduce a ring-fenced tax system restricted to individual 
operations, as well as a turnover tax of 0.3 per cent for companies that report prolonged losses.  It also 
plans to introduce a capital gains tax for inclusion in its tax computations. 
 
Action points  
 

The Mining Policy should include provisions to: 
 

i. Ensure that the total or effective tax burden is competitive relative to the global and 
SADC range of aggregate mining taxes; 

 
ii. Introduce mining tax ring-fencing to separate tax responsibilities for individual mines 

and for non-mining activities; 
 
iii. Include realized capital gains (or a portion thereof) in the annual income tax calculation; 
 
iv. Limit the period of carry-forward losses in respect of actua l mining operations as well as 

the amount used for tax calculations;  
 
v. Hold the mining companies accountable for their environmental and social expenditure, 

which should be tax deductible. 
 

2.3 Governance  
 
Observations 
 

Tanzania’s Mining Policy aims to ensure that mining is economically, socially and 
environmentally sustainable. But while the Policy embraces sustainable development principles, 
implementation is constrained by weak institutional capacities.   
 

Tanzania does not appear to have a consistent approach towards good corporate social 
responsibility. The Mining Policy contains provisions for community participation in mining projects 
and for mining companies to positively contribute to the communities in which mining operations take 
place. However, there is a large gap between the policy and implementation on the ground, partly 
because the Policy provisions seek to “facilitate” or “encourage” mining companies to contribute to 
communities. Thus, for example, a social plan for mining communities is not  mandatory. Generally, 
the approach to corporate social responsibility is discretional. 
 



ECA/SA/AEGM/MINING/2009/1 
Annex III 

Page 65 
 
 

 

The Government plans to participate in EITI and EITI++. This is expected not only to increase 
transparency in the sector, but also include more specific social respons ibilities in communities. 
Mining companies welcome such participation. They argue that they are already providing financial 
support and other services to communities, such as the US$200,000 which each company donates to 
district councils. Communities may not, however, directly benefit from such funds. The formation of 
community stakeholder committees at the district level would not only enhance the communities’ 
participation in district council activities, but also increase the bargaining power with mining 
companies. 
 
Action points 
 

Tanzania’s Mining Policy should: 
 

i. Make social plans mandatory and more explicitly conditional for the granting of mining 
licenses, similar,  for example, to the requirement for mining companies to train 
Tanzanian nationals;  

 
ii. Develop an all-embracing CSR charter to make community responsibilities more explicit 

to mining companies; 
 

iii. Facilitate the establishment of community stakeholder committees in mining districts to 
facilitate the participation of communities in mining projects and to leverage this 
participation into decision-making at the district council level. A district development 
fund could also be considered; 

 
iv. Establish a national multi-stakeholder consultative body, such as a mining advisory 

board, to advise the Government on a broad range of mining issues. Such a body could 
link with the SADC secretariat and subregional mining industry associations. 

 
2.4 Environmental Management  

  
Observations 
 

Tanzania’s Mining Policy alludes to maintaining comprehensive environmental management 
regulations which include mandatory environmental impact assessment plans for all mining projects. 
Further, the Policy contains provisions for environmental impact audits and the establishment of 
reclamation funds for land rehabilitation and restoration for alternative land uses. Companies are 
required to submit plans for mine closure as well as a social plan prior to commencement of 
operations. The Policy further permits the Minister to provide for the posting of a rehabilitation bond 
to finance the cost of environmental and social remediation. However, this provision is discretional, 
while the Government’s capacity to monitor environmental and social obligations is weak.  
Companies argue that the full implementation of environmental remediation and social plan 
provisions would add to their cost of operation, and that they already provide sufficient compensation 
to communities.  
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Action points 
 

Tanzania’s Mining Policy should: 
 

i. Strengthen the monitoring of the implementation of environmental legislation, including 
the use of environmental bonds for post-mining rehabilitation;  

ii. Incorporate more explicit land-use and post-mining land-use planning into the granting 
of exploration and mining licenses; 

iii. Include a commitment to work with other SADC countries to develop and implement 
SADC-wide environmental legislation to govern mining operations. 

 
2.5 Social/People Issues 

 
2.5.1 Human resources and skills development 

 
Observations 
 

The Government of Tanzania is committed to the development of the requisite human 
resources for the country’s mineral sector. The requirement to train Tanzanian nationals is embedded 
in law, while the Policy supports the establishment of training institutions and technical centres of 
excellence, and encourages mining companies to participate in educational and training activities.  
 

It can be observed, however, that company participation is not to the same level as seen in 
mature mining economies. In such cases, mining companies provide scholarships, support professorial 
chairs, and participate in shaping curricula and supporting research. A well-defined set of incentives 
would improve the participation by mining companies in educational and training activities.  
 

Tanzania does not have a skills forecasting model. The Chamber of Mines believes that in the 
short term, an environment that facilitates the free movement of skills in Southern Africa would 
benefit the sector. SADC plans, as part of the Harmonization Programme, to develop a common 
qualification framework to promote the movement of skills in the subregion.  
 
Action points  
 

Tanzania’s Policy should explicitly: 
 

i. Encourage industry participation in professional training and development programmes 
through the provision of well-articulated tax incentives to encourage skills development 
programmes; 

 
ii. Include a commitment to work with other member States to assess skills deficiencies in 

the mining industry and develop and maintain an active skills database for the sector; 
 
iii. Include a commitment to work with other member States to create an environment to 

facilitate the mobility of skills across SADC by standardizing qualifications and  reducing  
migration restrictions; 



ECA/SA/AEGM/MINING/2009/1 
Annex III 

Page 67 
 
 

 

 
iv. Promote a subregional approach to skills development through the sharing and utilization 

of existing training infrastructure. 
 
2.5.2 Gender 
  
 Observations 
 

Tanzania’s Mining Policy contains provisions for addressing women’s and children’s issues in 
mining. The provisions, however, do not necessarily mirror the SADC requirements.  In respect of the 
50/50 gender equality principle, progress is being made at lower levels, while men still predominantly 
occupy senior-level positions. Women are being encouraged to take up science subjects, but there 
does not appear to be a coherent Government sensitization programme to address traditional resistance 
to women empowerment.  
 
Action points  
 

The gender provisions in Tanzania’s Mining Policy should be expanded to: 
 

i. Ensure that all policies and programmes related to mining, including education and 
training opportunities, are based on gender equality and equity; 

 
ii. Undertake communication and sensitization programmes to promote (remove resistance) 

women’s empowerment and eliminate barriers preventing women’s effective participation 
and contribution to the mining sector;  

 
iii. Ensure that the targets contained in the SADC Principles and Protocol are gradually met 

over time. 
 
2.5.3 Economic and social environment 
 
Observations 
 

Mining companies agree that they should contribute to mining communities and are already 
doing so. This, however, appears to be on a discretional and ad hoc basis rather than through a 
systematic CSR approach. They further feel that the distribution of mining benefits requires a more 
thorough analysis of benefits accruing to the economy as a whole. Communities, on the other hand, 
feel that the benefits that mining operations bring are inadequate and their voices are getting louder as 
expectations remain unfulfilled.  
 
Action points  
 

Tanzania’s Mining Policy should include provisions to: 
 

i. Manage the impact of HIV/AIDS in partnership with mining companies and communities;  
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ii. Develop a culture of good corporate social responsibility in which obligations of mining 

companies to communities are not just “feel-good” factors, but are fully identified and 
met.  

 
2.6 Regional Cooperation  

 
Observations 
 

Tanzania’s Mining Policy does not contain any provisions on subregional cooperation, despite 
the fact that the country hosts a subregional R&D centre in the mining sector. This could be used in 
the development of small-scale mining, promotion of mineral cluster formation (e.g. around jewellery 
and industrial mineral utilization), geoinformation development and exchange, and generally in 
human resources development. This report also suggests other areas in which a subregional approach 
might leverage Tanzania’s own efforts. Government should introduce a chapter on subregional 
cooperation in the Mining Policy, indicating areas in which it will work with other SADC member 
States. Areas identified for collaboration include: 
 

(a) Geological and mining information systems 
 
(b) Mineral and investment promotion 

 
(c) Value addition, research and development and cluster formation 

 
(d) Artisanal and small-scale mining; 

 
(e) Environmental, safety and health 

 
(f) Human resources development 

 
3.0 CONCLUSIONS 
 

Tanzania’s mineral industry has grown substantially in the last ten years or so. However, 
despite possessing a good mining policy, regulatory systems do not appear to have matched this 
exponential growth. Particularly, the policy and regulatory environments have not captured the full 
developmental benefits of this growth, leading to suspicions between Government, mining companies 
and mining communities. 

 
A number of actions need to be taken to correct this situation, including: 
 

1. Addressing the loopholes in the fiscal framework which prevent the equitable sharing of 
mineral revenue between mining companies, Government and the citizens; issues for 
review include royalty payments, the possible introduction of additional profit taxes, the 
signing of taxation treaties to improve transparency, re-examining capital gains taxes, and 
limiting periods of carry-forward losses; Tanzania needs to strike an equitable balance in 
these fiscal areas; 
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2. Improving the corporate social responsibility of mining companies, especially in terms of 

their responsibilities to communities through more effective social and environmental 
plans, including the establishment of monitorable social and environmental funds; 

 
3. Broadening the participation of citizens in the mineral economy through various policy 

support schemes; 
 

4. Encouraging broader industry participation in human resources development;  
 

5. Generally exploiting the inherent benefits of subregional integration to develop the 
country’s mineral sector. 

 
More importantly, Tanzania will need to build capacities for both policy design and 

implementation. The country is in the process of reviewing its Mining Policy, which is an excellent 
opportunity for the inclusion of the recommendations contained in the Harmonization Framework.  
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ZAMBIA 
 
1.0 BACKGROUND  
 

Zambia is well endowed with a variety of mineral resources such as base metals, energy and 
industrial minerals, and gemstones. Underpinned by very high prospectivity, the mining sector has 
been the prime mover of economic development in Zambia for over 70 years, with exports of mineral 
products contributing about 70 per cent of total foreign exchange earnings. From the 1930s to 1970, 
the mining industry was controlled by private interests. In 1982, the Government created the State-
owned ZCCM, which in 1997, it began to privatize due to its poor performance. It was envisioned that 
privatization, which was completed in 2000, would increase the efficiency of the copper industry by 
attracting foreign direct investment and technology into the sector. 
 

Mining policy developments have principally followed the above history. In order to 
resuscitate the economy, including the mining sector, the Government decided to implement a 
comprehensive economic restructuring programme that focused on the promotion of private sector-led 
development. The 1995 mining policy focused on the privatization of the mining sector, laying 
emphasis on attracting foreign direct investment into the industry. Similarly, the Mines and Minerals 
Act No. 31 of 1995 set out various incentives for investment in the sector, and gave mining investors 
the opportunity to negotiate with the Government for incentives through development agreements.  
 

The pre-privatization mining policy has recently been reviewed and replaced by the Mines and 
Mineral Development Policy of 2008. Additionally, the Mines and Minerals Act No. 31 of 1995 has 
been repealed and replaced by the Mines and Mineral Development Act No.7 of 2008. This has been 
dictated by a number of important developments which have taken place in the recent past. The most 
significant of these has been the completion of the privatization of the copper mining industry in 2000 
and the development of new greenfield mines, such as Lumwana, Kansanshi and Albidon mines. 
These developments have led to the industry generating between 6 and 9 per cent of GDP and about 
40,000 formal sector jobs.  
 

The Mines and Mineral Development Policy of 2008 was adopted to reflect the dynamics in 
Zambia’s mining industry in line with the aspirations of Zambia’s socioeconomic development as 
outlined in Vision 2030 and the Fifth National Development Plan (FNDP) 2006-2010. Therefore, the 
mineral resources development policy is underpinned by the objectives and goals for the mining 
sector contained in the FNDP and Vision 2030. The Mines and Mineral Development Policy is in line 
with the SADC Policy Framework and includes provisions similar to those outlined in the SADC 
policy template. The resurgence of mining activities that has taken place since 1995 has also 
highlighted the need to strengthen mining policy for the socioeconomic sustainability of local mining 
communities, in addition to maintaining high standards of environmental protection and management. 
 

The main thrust of the Mines and Mineral Development Act of 2008 is to increase 
Government revenue, while protecting the rights of investors, as a necessary requirement for doing 
business in Zambia.  
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2.0 COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK 
 

2.1 Mineral Development 
 

2.1.1 Mineral administration and development systems 
   
Observations 
  

The Government has introduced and implemented a new cadastre system to streamline the 
administration of mining rights. The mining rights application is on a “first come first served basis”, 
and the new cadastre system eliminates discretion in dealing with mining applications while ensuring 
transparency. The administration of mining rights is clearly outlined in the Mines and Mineral 
Development Act of 2008, which addresses the various aspects of mining rights, such as limits of 
exploration areas, fee structure and the transferability of rights. All the substantive issues in the SADC 
Harmonization Framework are covered in the Mines and Minerals Act of 2008.  

  
All mining rights applications are processed through a Mining Advisory Committee (MAC), 

which comprises various wings of government and other key stakeholders. This committee is charged 
with scrutinizing and approving the issuance of mining rights to ensure transparency. While the 
intentions are good, the MAC has only added a further layer of bureaucracy to the administration of 
mining rights.  
 

The administration of mining rights has been decentralized and the country is covered by five 
mining subregional offices. Graduation from exploration to a mining license is premised on the 
submission of a mining feasibility study report outlining the mining development programme. The 
Government plans to set up a planning department and to strengthen the existing technical 
departments comprising Geological Survey, Mines Development and Mines Safety. 
 
Action points 
 

For harmonization, Zambia’s Mining Policy should include provisions to: 
 

i. Create a simplified one-stop mineral administration and information system. This is still 
elusive although a good attempt has been made by the newly introduced cadastre system; 

 
ii. Strengthen the capacity to implement the new mining administration system. The 

Government should build capacity to facilitate the speedy delivery of services and the 
monitoring of compliance as well as the implementation of the provisions of the Policy 
and the Mines Act 2008; 

 
iii. Address the tradability of mining rights. This is not adequately spelt out, although mine 

owners are able to trade their mining rights which are covered under the transfer 
provisions of the Act; 
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iv. Strengthen the institut ional capacity to monitor and police compliance with the provisions 
of the Mines Act 2008. This has been lagging behind and requires to be speeded up to 
meet with the requirements of the Policy and the Mines Act 2008;  

 
 
v. Encourage private companies to partner with Government to conduct geological mapping 

through non-tax incentives. This is not clearly indicated in either the Policy or the Mines 
Act 2008; 

 
vi. Integrate geological information into a subregional information management system, to 

promote a subregional interpretation capability and joint map publication. The mechanism 
on how this should be done on a subregional basis is not clear either; the SADC Mining 
Unit should spearhead the effort and advise member countries on how this should be done. 

 
 2.1.2 Mineral promotion and marketing 
 
Observations 
 

The Government has been promoting the vast mineral potential of the country by participating 
in local and international expositions, such as the Mining Indaba in Cape Town, South Africa; the 
PDAC in Toronto, Canada, and Africa Mining in Livingstone, Zambia. 

 
The new Policy has introduced measures to expedite geological mapping at a scale of  

1: 100,000 of the remaining 45 per cent of the country. Geological information is essential for 
attracting investment in the mining sector. To this effect, the Government has partnered with the 
Japanese International Cooperation Agency (JICA) to complete the geological mapping of Northern 
Province.  
 

The Government remains committed to realizing its policy of creating a private sector -driven 
mining sector, and ensuring that the private sector remains the principal producer, marketer and 
exporter of mineral products. The role of Government is to create an enabling environment which 
allows the benefits of mining to accrue to both the private sector and the people of Zambia. 

 
Vision 2030 and the FNDP aim to facilitate the establishment of a private sector -led gem 

exchange to foster the creation of a fair value marketing system and relieve constraints in the supply 
chain. The new Mines and Mineral Development Policy has renewed initiatives to unblock the 
potential of gemstone mining by improving production, marketing and value addition.  
 

While mineral promotion and marketing are adequately covered in the FNDP and the Mines 
and Mineral Development Policy, implementation of the Policy provisions does not appear to be 
adequate. 
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Action points 
  

For greater alignment, Zambia’s  Mining Policy should: 
 

i. Include a commitment to develop marketing systems for gemstones and small-scale mining 
sector mineral products. Little progress has been made in achieving the acknowledged 
economic potential of the gemstone and small-scale mining subsector;  

 
ii. Establish a gemstone exchange to foster the creation of a fair value marketing system and 

relieve constraints in the supply chain. Efforts have been made to facilitate the 
establishment of a private-owned gemstone exchange but they have not yielded the desired 
results. 

 
 2.1.3 Mineral beneficiation, clusters , research and development 
 

2.1.3.1   Mineral beneficiation and clusters  
 
Observations  
 

The Government’s Vision 2030 recognizes the role that the mining sector can play in national 
development in enhancing backward and forward linkages with other sectors. The Policy notes that 
the mining sector provides critical inputs into agriculture and agro-chemicals, and the industrial 
manufacture of a wide variety of products. In this regard, the mining sector’s contribution to wealth 
creation in the economy is supported by the Government as a means of achieving a far-reaching level 
of economic development. 
 

The Vision 2030 aims to foster the development of value addition in the mining sector as part 
of the growth strategy. Increased value addition, particularly in the copper mining sector, will entail a 
change in the structure of the economy from that of exports of primary commodities to one dominated 
by value addition manufacturing. This will be evidenced by the reduction in the contribution of the 
primary sector to exports as compared to present levels. Efforts to integrate the copper mining 
subsector into the Zambian economy through manufacturing industries using copper and other metals 
as raw materials are part of Vision 2030 for Zambia to attain the status of a middle-income country. 
Furthermore, mining has the capacity to increase the stock of skills and expertise in a broad spectrum 
of service and downstream processing industries, and technology transfer to small-scale operators, 
which are all prerequisites for cluster formation.  
 
 Action points 
 

For harmonization, the Mining Policy should: 
 

i. Provide for the integration of the mining sector into the broader economy through value -
adding downstream processing, including outsourcing for value addition. These activities 
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are yet to be achieved. The Government has also yet to strengthen the institutional 
framework to improve downstream processing; 

 
ii. Create an enabling environment to attract investment in manufacturing as a major initiative 

to promote mineral beneficiation, through incentives to induce value addition, for example; 
 

iii. Include mineral clusters as part of the overall national development strategy; 
 
iv. Improve the linkages between the various Ministries in charge of transport, energy and 

infrastructural developments in order to address mining sector requirements, particularly 
the development of the copper value chain;  

 
v. Adopt a collaborative approach to applied research and development in the area of cluster 

development, emphasizing the need for further value addition to minerals and the provision 
of mineral transport infrastructure in the subregion. To this end, the SADC Mining Unit 
should take the lead. 

 
2.1.3.2   Research and development  

  
Observations 
 

The Government’s policy is to facilitate research and development in the mining sector. To 
that end, industry is encouraged to participate in the effort. Currently, R&D is implemented on an ad 
hoc basis by individual mining companies and in a small way through the University of Zambia’s 
School of Mines and the Ministry of Mine’s Geological Survey Department laboratories. Generally, 
available research institutions do not have enough capacity and are poorly equipped to carry out 
comprehensive research programmes. Currently, the mining industry contracts out R&D to MINTEK 
in South Africa as well as to other internationally accredited laboratories.  
 
Support for and development of the small-scale fabrication industry for local markets and the 
development of a sector strategy that includes research and development, training, marketing, finance, 
technology and management skills fall under the Ministry of Science and Technology, which has 
appropriate institutions for these functions. 
 
 Action points 
 

The Mining Policy should: 
 

i. Provide for appropriate incentives and legislation to promote R&D, and spell out the 
State’s leading role in this regard; 

 
ii. Provide for permanent support to designated research institutions to act as centres of 

excellence in R & D rather than the current ad hoc support; and 
 

iii. Support and reward research outcomes which address specific issues in the mining 
industry, and encourage cooperation with the private sector in research and development. 
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2.1.4 Artisanal and small-scale mining  
  
Observations 
  

Zambia’s artisanal and small-scale mining policies and legislation are well in line with the 
SADC Framework and are covered in the Mines Act of 2008. The Government’s policy emphasis on 
small-scale mining is founded on the belief that the subsector could effectively contribute to poverty 
reduction and employment creation. Small-scale mines are reserved for Zambian citizens or citizen-
controlled companies.  
 

It is recognized that the orderly development of small-scale mining through the creation of 
specific development zones or areas in rural mining centres can reduce poverty by facilitating the 
emergence of mining communities. It may also offer a facilitating environment to support cottage 
industries that are related to pottery-making and brick-making, and help increase demand for skills 
and essential mining equipment and machinery. These considerations point to the potential 
significance of mining in the reduction of poverty in Zambia. 
 

The Empowerment Act, which is separate from the Mines Act 2008, deals with policies and 
legislation but provides the necessary environment for small-scale entrepreneurs, including ASM, to 
have improved access to land, financing, marketing, technology and skills development. 
Notwithstanding these efforts, the ASM subsector is still constrained by inadequate financial capital 
and technological skills to drive the desired economic development. Product marketing, 
environmental, health and safety concerns all remain key problems, and the sector has also not yet 
integrated holistic rural development strategies. 
 
Action points 
 

Zambia’s Government should include provisions in its Mining Policy to: 
  

i. Strengthen the integration of the sector into rural development through clearly defined 
strategies; 

 
ii. Strengthen technological and marketing support services to the ASM subsector through the 

provision of assistance schemes and services country-wide, as well as assistance with 
marketing of minerals and mineral products, and development of a larger pool of 
sustainable funding sources; 

 
iii. Ensure that the sector adheres to acceptable environmental, health and safety standards and 

ensure monitoring of such compliance. 
 

iv. Strengthen small-scale miners associations to adequately address the development of 
small-scale mines. 
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2.2 Macroeconomic and Investment Climate  

 
2.2.1 Political and macroeconomic environment 

 
Observations 
 

The Government of Zambia remains committed to its policy of facilitating the establishment of 
a private sector-driven mining sector. The role of Government is to provide an enabling environment, 
underpinned by adherence to democratic tenets. Zambia has been a peaceful haven in the Southern 
Africa subregion and has had a stable and secure government system since independence in 1964. 
This has been key to attracting foreign direct investment and encouraging a resurgence of the mining 
sector. The guiding principle in the Mines and Mineral Development Policy is the Government’s 
commitment to transparency and accountability in the administration of mining laws and regulations. 
Lessons learned during and after privatization of the mining industry have led to policy reforms that 
endeavour to achieve a strategic balance between a competitive, thriving and sustainable mining 
industry that rewards investors, and one that also benefits Zambians. 
 
Action points 
 

The Mining Policy should adopt a regional approach to work with other SADC countries to: 
 

i. Collectively develop strategies to attract FDI into the subregional mining industry. Efforts 
should be targeted at reducing the perceived political risk to investors and enhancing 
cooperation among member States in the social, economic and political spheres;  

 
ii. Improve its macroeconomic policies and aim for subregional macroeconomic convergence 

in compliance with the SADC targets. 
 

2.2.2 General investment regulations 
 

Observations 
  

The objectives of the Mines and Mineral Development Policy are to attract and encourage 
local and foreign private sector participation in the exploration and commercial exploitation of 
Zambia’s mineral resources. The Policy aims to facilitate the empowerment of Zambians to become 
owners/shareholders in the mining industry; promote the development of a mining sector that is 
integrated into the domestic economy; promote local entrepreneurship; increase demand for local 
goods and services; and create employment for Zambians, while promoting the local processing of 
mineral raw materials into finished and value-added products. 
 
Action points 
 

The Policy should clearly state that: 
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i. While Zambia allows for 100 per cent ownership of mineral assets, the Government 
reserves the right to acquire a local equity stake in mineral development projects, on a 
case-by-case basis and on negotiated commercial terms. 

 
2.2.3 Mining and the fiscal environment  

 
Observations  
 

The mining fiscal regime is consolidated in the Income Tax Act under the Ministry of Finance 
and National Planning. As part of the privatization of the mining industry, Zambia has signed 
development agreements with new mine owners in which they are able to negotiate a range of tax 
incentives in return for their investment. These incentives include tax stability clauses whereby tax 
provisions would remain unchanged during the stability period. The provisions provide relief for 
import duty on capital items; exemption from value-added tax; accelerated depreciation of exploration 
and mine development expenditures; provision of tax holidays and carry-forward losses; and generous 
provisions on withholding taxes on dividends, royalties and management fees. 
 

However, on 1 April 2008, the Government announced new tax provisions as part of a new 
fiscal regime and made changes to the Mines and Minerals Act. In the new tax regime, corporate tax 
was increased from 25 to 30 per cent, while royalties were increased from 0.6 to 3 per cent. A 
windfall tax and a variable profits tax were introduced, as well as a withholding tax on royalties and 
management fees. The capital allowance was also reduced from 100 per cent to 25 per cent per year. 
These measures were taken in light of the lopsided benefits to mining companies and were meant to 
bring about an equitable distribution of the mineral wealth between the Government and the mining 
companies. These changes have resulted in a contentious tax regime with some mining companies 
refusing to pay the revised taxes. 
 

The collection and distribution of revenues from the sector is a centralized Government 
function. However, the Mines Act 2008 also provides for royalty-sharing with the local communities 
where resource extraction sites are located. 
 
Action points  
 

For harmonization with the SADC Framework, the Mining Policy should contain provisions 
to: 
  

i. Design and implement royalty-sharing mechanisms with the local communities in 
mining sites;  

 
ii. Sign tax treaties with the home countries of Zambia’s main investors to prevent double 

taxation and also provide revenue authorities with avenues for transparency and dialogue 
on tax information with the host countries of the mining companies; 

 
iii. Introduce rules to address and monitor possible transfer pricing and strengthen 

capacities;  
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iv. Introduce export duties as a means of encouraging beneficiation and value-addition; 
 
v. Avoid tax holidays but possibly limit the use of such holidays for investment projects 

that meet specific national policy and development objectives; 
 
vi. Limit the period of carry-forward losses or the cost amount as determined in the income 

tax calculation;  
 
vii. Provision for income tax deductibility of contributions to a mining rehabilitation trust 

fund, approved environmental expenditures, and approved social expenditures. 
 

2.3 Governance  
 
Observations 
 

In terms of governance, the Policy spells out the need for mining and exploration companies to 
develop a participatory and collaborative approach to mine planning, development and 
decommissioning, taking into account the needs and concerns of local communities, thereby fulfilling 
their role as socially responsible corporate citizens. This provision is implemented following informed 
consultations with the local communities through their traditional chiefs prior to the commencement 
of exploration and mining activities. Additionally, consultation and disclosure are requirements under 
the environmental impact assessment provisions of the Environmental Protection and Pollution 
Control Act (EPPCA) of 1997. 
 

The objective of the Policy is to encourage a mix of both local and foreign participation and 
ownership in the exploration and exploitation of mineral resources. Further, the Government 
continues to participate in the mining industry by acquiring shares in mining operations through 
ZCCM-IH as a way of enhancing benefits to the people of Zambia. In order to promote the economic 
empowerment of Zambians in the mining sector, the Government encourages mining companies to 
float their shares on the Lusaka stock exchange. 
 
The management of mining revenues is not covered in the Policy, as this falls under the Ministry of 
Finance and National Planning. It is important to note that the Zambian Government has endorsed the 
need to subscribe to EITI. 
 
Action points  
 

The Mining Policy should include provisions to: 
 

i. Develop a corporate social responsibility framework, including a CSR charter (in 
consultation with mining companies) so as to more clearly make social responsibility, 
including skills, numeracy and literacy training for mining communities, a requirement for 
the granting of mining licenses. 
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2.4 Environmental Management  
  
Observations 
  

The Mines and Mineral Development Policy advocates environmental and social sustainability 
in mining areas, in order to achieve a socially and internationally acceptable balance between mining 
and the biophysical environment. The Policy fur ther requires that acceptable standards of health, 
safety and environmental protection be observed by all participants in the mining sector. The 
Government needs to put in place an institutional framework for enforcing, monitoring and regulating 
safety, health and environmental standards in the mining sector, especially by building the capacity of 
the Mines Safety Department to also include the maintenance of the Environment Protection Fund. 
 

The Government has in place various departments to monitor and enforce the Policy 
provisions, such as the Ministry of Mines and Mineral Development, which collaborates with the 
Environment Council of Zambia to enforce legislation relating to safety, health and the environment. 
The Environment Protection and Pollution Control Act 1997 is the principal legislation that covers the 
provisions of the EIA prior to any mining activities. 
 
  The Mines Act 2008 makes it mandatory for mining companies to provide for ongoing, 
premature and post-closure rehabilitation of mining areas and compensation for adverse impacts on 
community livelihoods. It also covers environmental rehabilitation funds, including a provision for 
handling environmental disasters and social decline as a consequence of mining. 
 
Action points 
 

For greater harmonization, the Mining Policy should: 
 

i. Operationalize the Environment Protection Fund as stipulated under the Mines Act of 2008, 
although the modalities are still being developed. 

 
ii. Include a commitment to incorporate multiple land-use planning and post-mining uses of land 

into the granting of exploration and mining licenses;  
 

iii. Introduce financial instruments to help enforce compliance in the sector. 
 

2.5  Social (People) Issues 
 

2.5.1 Human resources and skills development 
 
Observations 
  

The Policy calls for collaboration with the relevant institutions and mining companies in the 
development of professional and technical staff in the mining sector. Zambia has now two universities 
that offer mining-related degrees. The mining industry in Zambia offers scholarships to students in 
mining-related fields at universities in the country as a way of participating in professional training. 
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Action points  
 

The Policy should include provisions to: 
 

i. Develop mechanisms or incentives to further encourage industry participa tion in 
professional training and development programmes. These are not adequately addressed 
and the database to assess mining skills has yet to be developed;  

 
ii. Make it mandatory for companies to present social and labour plans as part of the package 

for accessing mine development rights, something that is not included in the Mines Act 
2008;  

 
iii. Include a commitment to cooperate with other SADC member States to create an 

environment to facilitate the mobility of skills across SADC by standardizing 
qualifications and reducing migration restrictions. 

 
2.5.2 Gender 

  
Observations 
  

The Government supports the mainstreaming of gender into mining legislation, and seeks to 
promote the participation of women in mineral sciences educational programmes and to support 
associations of women in mining. However, all these goals have not been translated into action. 
 
Action points 
 

The Mining Policy should: 
 

i. Set annual targets for implementing the 50/50 gender equality principle. The level of 
women to be recruited in senior positions at ministries/departments, mining schools and 
mining companies is not specifically mentioned in the Mines and Mineral Development 
Policy. 

  
2.5.3 Economic and social environment 

 
Observations 
 

The Mines Act 2008 provides for the Government to share royalties with the local 
communities where resource extraction sites are located. 
 

The Government has set measures to address the challenges posed by the HIV/AIDS 
pandemic, such as promoting and encouraging the mining industry to implement best practices in 
addressing HIV/AIDS and opportunistic diseases. The mining companies have also been running 
HIV/AIDS programmes for the benefit of their workers. 
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Action points 
 

  The Policy should: 
 

i. Operationalize the Mines Act 2008 provision for sharing royalties with local communities; 
 
ii. Encourage mining companies to embrace corporate social responsibility as a way of doing 

business and ensuring amicable co-existence with mining communities by providing 
services, infrastructure and employment;  

 
iii. Entrench the management of the impact of HIV/AIDS as part of CSR in partnership with 

mining companies and mining communities. 
 

2.6  Regional Cooperation  
 

Observations 
  

Policy statements by the Government indicate that it is aware of the need to explore and 
engage in subregional initiatives to facilitate development and to cooperate with other Governments, 
private industry and international organizations to address challenges and opportunities in the mining 
sector. 
 
 The areas in which Zambia has the greatest need for a subregional approach are the 
following: 
 

i. Promotion of private sector investment, especially through improved availability of 
economic information; 

 
ii. Development and packaging of geological and mining information systems for 

investment promotion and the establishment of a collaborative approach to the 
geological mapping of unmapped areas of the country; 

 
iii. Human resources and institutional capacities such as capacity-building of the Technical 

Department of the Ministry of Mines and Mineral Development to facilitate effective 
administration of the Mines Act and implementation of the Policy.  

 
iv. Value addition, innovation and research and development, which have been identified as 

crucial to Zambia’s attainment of the middle-income status envisaged in its Vision 2030. 
The FNDP equally recognizes the important role of downstream processing of mineral 
products. Zambia would be interested in pursuing a subregional approach to value 
addition using copper and other base metals mined in the country as part of the 
subregional strategy. 
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3.0 CONCLUSIONS 
 

Zambia’s Mines and Mineral Development Policy is in line with most of the SADC 
Harmonization Framework recommendations. While a new Policy and Act have been developed, with 
many forward-looking guidelines, capacity to implement many of these provisions is lacking. 
Modalities for their implementation have also not been fully worked out. The way forward therefore is 
to strengthen capacities for implementation, and to develop relevant mechanisms for their 
implementation.  
 

Capacities should be built at the SADC Secretariat level (the Mining Unit, or whichever 
structure deals with mining issues) to deal with many of the issues that require a subregional approach 
to the harmonization agenda. 
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ZIMBABWE 
 
1.0  BACKGROUND 
 

Zimbabwe has a very high mineral prospectivity with a variety of minerals produced, such as 
gold, chrome, asbestos, platinum group metals, nickel, black granite, diamonds, lithium and coal. The 
country’s mineral resources are dominated by two prominent geological features, namely the famous 
Great Dyke and the ancient greenstone belts. The greater part of Zimbabwe’s mineral production 
comes from the ancient Achaean core with most deposits concentrated in the greenstone belts. Gold 
deposits, often containing copper, tungsten, antimony and arsenic, have a particularly close 
association with the greenstone belts. Nickel, with its by-products of copper and cobalt, is mined from 
ore bodies either in ultramafic lavas within the greenstone belts or in closely associated ultramafic 
intrusions.  
 

Current mines in operation include the Metalon Group of Mines for gold; Zimasco and Zim 
Alloys for chrome; Hwange Colliery Company for coal; the Zimbabwe Platinum Mines (Zimplats) for 
platinum; Murowa Diamond Mine and River Ranch Mine for diamonds; Trojan and Shangani Mines 
for nickel; and Shabanie and Mashaba Mines for asbestos. There are also a number of exploration 
projects under way in Marange for diamond, Chimanimani for gold, Hunter’s Road for nickel, and 
Kanyemba for uranium. Several specia l grants have been issued to explore for coal and coal bed 
methane gas, while expansion projects are taking place at Zimplats, Mimosa and Unki Mines, all for 
platinum group metals. 
 

The cornerstone of Zimbabwe’s policy objectives is the non-involvement of Government in 
the production aspects of mining, except in cases where short-term interventions are necessary to save 
the sector from collapse. The role of Government is to create an enabling environment for attaining 
economic growth through efficient, equitable and sustainable utilization of mineral resources. Further, 
its role is to monitor the exploration, mining processing and marketing of minerals to ensure that the 
country is not prejudiced in any way. To this end, Government policy is to develop legislation, 
projects and programmes to promote equitable access to the nation’s mineral resources to all people of 
Zimbabwe through the expansion of opportunities for historically disadvantaged person (HDPs), 
including women. 

  
The guiding principles are: 
 
(a) Addressing the transmission of HIV/AIDS at mining locations; 
 
(b) Maintenance of acceptable standards of environmental impact management irrespective 

of the scale of operation; 
 

(c) Promotion and support for small and medium-scale miners through the provision of free 
metallurgical and geological services with special emphasis on previously disadvantaged 
groups to ensure growth and development; 
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(d) Encouraging local beneficiation of mineral resources to the maximum extent possible 
before export; 

 
(e) Ensuring that the marketing of minerals is effective and efficient, and in a manner that 

derives maximum benefit to the producer and the country; 
 

(f) Cooperating with other countries in the subregion in human resource development to 
create sufficient capacity to handle current and future demands for technical and key 
skills in the mining sector. 

 
2.0 COMPARISON WITH THE SADC HARMONIZATION FRAMEWORK 
 

2.1 Mineral Development 
 

2.1.1 Mineral administration and development systems  
 
Observations 
 

Zimbabwe is currently in compliance with most SADC harmonization recommendations. 
Applications for exploration licenses are considered on merit based on submitted work plans. The 
licenses are for a specific size and for a limited term to reflect the exploration commitments in the 
work programme, and are renewable for a shorter period. It is also mandatory for holders of 
exploration and mining rights to regularly submit information in a standardized format, and upon the 
expiry of the right, to provide the State with a detailed report of their exploration and mining 
activities. Royalty rates are mineral-specific and proactive measures to combat mineral theft and 
illegal dealings in minerals are to some extent being applied through INTERPOL. 

 
Action Points 

 
For enhanced harmonization, the Mining Policy should seek to: 

 
i. Integrate geological information into a subregional information management system to 

enable subregional interpretation capability and joint publication of geological data; 
 
ii. Introduce internationally competitive mineral royalties as compensation for mineral 

depletion; 
 

iii. Adopt a regional approach to introduce proactive measures to combat mineral theft, 
illegal dealings in minerals and other associated crimes such as customs and VAT fraud 
and money laundering.  



ECA/SA/AEGM/MINING/2009/1 
Annex III 

Page 85 
 
 

 

 
2.1.2 Mineral promotion and marketing 

 
Observations 
 

Marketing of minerals in Zimbabwe is carried out by the State. Gold and silver are marketed 
through the Reserve Bank of Zimbabwe (RBZ), while all other minerals are marketed through the 
Minerals Marketing Corporation of Zimbabwe (MMCZ). These organizations are responsible for 
tracking market data, although there is no database of tariff and non-tariff barriers. 
 
Action points 
 

For harmonization with the SADC Framework, Zimbabwe needs to:  
 
i. Revise its current system and promote the free marketing of minerals, and only monitor 

marketing through the responsible ministry;  
 
ii. Identify suitable niche markets for unique products such as African-designed jewellery 

for artisanal and small-scale miners; 
 
iii. Work with other SADC countries to develop a database of tariff and non-tariff barriers, 

which Zimbabwe is ready to implement once available. 
 

2.1.3  Mineral beneficiation, clusters , research and development 
 

2.1.3.1   Mineral beneficiation and clusters  
 
Observations 
 

Zimbabwe is in full compliance with the recommendations contained in the SADC 
harmonization Framework, and is in the process of improving incentives to attract investors who wish 
to invest in beneficiation and value addition. 
 

2.1.3.2    Research and development 
 
Observations 
 

Zimbabwe is among the SADC countries at the forefront in supporting the development of 
small-scale industry. R&D infrastructure is available for use in SADC programmes.  
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Action points 
 

The Mining Policy should: 
 
i. Emphasize the development of subregional centres of excellence in research and 

development. 
 

2.1.4  Artisanal and small-scale mining 
 
Observations 
 

Zimbabwe is in full alignment with SADC Framework provisions. 
 
 

2.2 Macroeconomic and Investment Climate  
 

2.2.1  Political and macroeconomic environment 
 
Observations 
 

Although the Mining Policy alludes to the importance of macroeconomic and political 
stability in attracting investment, the problems currently faced by the country make this one of the 
nation’s biggest challenges.  
 
Action points 

 
For harmonization, Zimbabwe’s Mining Policy should include a commitment to: 

 
i. Develop collective strategies to attract FDI into the subregion;  
 
ii. Develop strategies to address the political and economic challenges facing the country so 

that it can attain the macroeconomic convergence targets in the SADC Framework.  
 

2.2.2  General investment regulations 
 
Observations 
 

Zimbabwe’s investment regulations address most of the recommendations of the SADC 
Framework. 

 
Action points 
 

The option to acquire local equity stakes in mineral development projects is not Government 
policy currently, but this option, together with the provisions of SADC, are being addressed. 
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2.2.3  Mining and the fiscal environment 
 

2.2.3.1    International taxation issues 
 

Most of the SADC provisions are already in force. However, a subregional position is being 
put in place through the SADC Ministries of Finance.  
 

2.2.3.2   National taxation issues 
 
 The SADC provisions on national taxation are being addressed by the Ministry of Finance. 
 

2.2.3.3   Local government/subregional taxation issues 
 

A Committee comprising representatives of the Ministry of Local Government, Ministry of 
Mines, Chamber of Mines and rural District Councils already exists, and is working on this issue to 
bring it in line with SADC provisions. 
 

2.3  Governance  
 

Some provisions on this issue are already being addressed under the Indigenization and 
Empowerment Act. The Mines and Minerals Act itself has had to be amended in order to add 
provisions to empower locals in the mining industry. However, national consultative bodies to act as 
advisors on mineral administration are yet to be put in place. 
 

2.4  Environmental management 
 

Together with the Ministry of Environment and Tourism, the Ministry of Mines and Mining 
Development has established a committee to address all environmental issues. The only exception is 
the incorporation of multiple land-use planning and post-mining uses of land into the granting of 
exploration and mining licenses, although some aspects of this issue are being addressed under the 
rehabilitation programme. 
 

2.5 Social/ People Issues 
 

2.5.1  Human resources and skills development 
 

Most of the recommendations on this issue are being addressed through the SADC Mining 
Sector Committee on Human Resources Development, which is working with relevant Government 
departments and the private sector. However, the proposed requirement of companies to present social 
and labour plans as part of the package for accessing mine development rights and to train employees 
in alternative skills in order to manage downscaling is yet to be established. 
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2.5.2  Gender 

 
Most of the recommendations on this issue are being addressed through the Ministry of Youth 

Development, Gender and Employment Creation. However, the 50/50 gender equality principle as a 
subregional goal is yet to be applied. 
 

2.5.3  Economic and social environment 
 

This issue is being addressed and will be consolidated with the assistance of the Ministry of 
Health and Child Welfare and the Ministry of Public Service, Labour and Social Welfare. As 
mentioned earlier, local mining communities are already benefiting from the levies charged. 
 

2.6  Regional Cooperation 
 

Under the “Implementation Plan for the Framework for the Harmonization of Mining Policies, 
Standards, and Legislative and Regulatory Frameworks in Southern Africa”, areas of collaboration 
include policy; regulations and administration; geological and mining information systems; human 
resources and institutional capacities; safety, health and environment; investment promotion; va lue 
addition; innovation and research and development; artisanal and small-scale mining; social issues 
and gender. 
 

Areas where Zimbabwe has the greatest need for a subregional approach are: human resources 
and institutional capacities; investment promotion; value addition; innovation and research 
development; and policy harmonization itself. 
 

Capacities sought through subregional integration include human experts, financial and other 
equipment and institutions. Because of the negative publicity that Zimbabwe has endured and 
continues to receive from the international media, the country cannot attract support and assistance 
from the international community, hence the importance of subregional cooperation for the country. 
 

Areas where Zimbabwe can offer to assist in a subregional approach are: artisanal and small-
scale mining; geological and mining information systems; regulations and administration; social 
issues and gender; and safety, health and environment. 
 

Zimbabwe has a long history of mining and has gained a lot of experience in the above areas. 
Zimbabwe therefore has a lot to share with other countries in the subregion and beyond. 
 
3.0  CONCLUSIONS 

 
For harmonization, the following considerations should be taken into account: 

 
Since mining is critical to economic development in the SADC region and most member 

States derive their livelihood therefrom, the Mining Unit at the SADC Secretariat should be made into 
a stand-alone division to be manned by mining experts who should develop workshop programmes to 
assist member States with harmonizing their national policy provisions. 
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The Committee of Mining Ministers needs to be revamped and should meet regularly, 

especially during the formative period, in order to guide policy implementation. 
 

The Subcommittee on Mining, which used to meet during the coordination period, needs to be 
resuscitated. It should be noted that most SADC provisions on mining were developed during 
Subcommittee meetings. A fully operational Subcommittee would facilitate the implementation of the 
Mining Policy Harmonization Framework.  

 
 
 

 




