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Dear Madam, Sir: 

Kindly find our analysis of the evolving situation and its implications. I trust this is of assistance to you. 

 

 

Yours sincerely, 

 

Claude Baissac 

Managing Director 

 



 

 

The South African mining industry is facing a very significant challenge.  

The appalling incident around Lonmin’s Marikana operation on 16 August and the illegal strikes that 
have affected the platinum industry are illustrative of part of that challenge – the tense and violent 
competition between two unions for dominance in the Western limb of the platinum belt. Earlier in the 
year Impala Platinum’s operation was also affected by an illegal strike that turned violent, and cost the 
company weeks of production.  

But there are other, deeper, factors at play. 

It is not incidental that the challenge to the historically dominant union NUM, affiliated with the ANC, 
is taking place within a context of growing grass-root contestation to the performance of government. 
Since 2004 South Africa has been confronted with a rising tide of popular protests over delivery failure, 
and particularly since 2009. That year, the country was rocked by murderous race violence. According 
to MunicipalIQ, more than 100 protests have occurred so far this year. If the trend continues, it will be 
twice last year’s number. Contestation is growing in amplitude and violence.  

In terms of the unions situation, there is indication that NUM is losing out because it is seen by the 
lower ranks of mine workers as increasingly representative of the rising middle class of qualified mine 
workers. And these qualified workers are those who have benefited most from the continuous wage 
increases and associated benefits. So, one can see in this competition a form of class struggle, and the 
manifestation of the growing socioeconomic gap between the haves and the haves not. The haves are 
part of the ruling Alliance – the pact between the unions federation Cosatu, to which NUM belongs, the 
SACP and the ANC. The haves not are feeling disenfranchised. 

It is also not incidental that this struggle is occurring as the nationalisation debate continues. The 
debate was launched by the ANC Youth League in 2009, and calls for the economic liberation of all – 
irrespective of its costs or practicality. This call resonates strongly with the disenfranchised. NUM’s 
position on nationalisation has been broadly aligned with the ANC’s attempt to turn the debate into 
one over the role of the state in mining, and not expropriation. That particular political battle has not 
been resolved, and changes to the mining regime has likely to be voted in some form at the ANC’s 
National Conference in December. What is currently happening in the Rustenburg area is going to have 
an impact on this.  

All these factors combine to create a very difficult political and social environment, at the national and 
local levels, for the necessary restructuring of the platinum industry. And not just for the industry. The 
ANC and government have a lot to lose.  

In a highly factional environment, the temptation will be great to shift the blame to the industry in 
order to safeguard one’s positions in the ANC. Minister Shabangu has already done so, threatening to 
take a hard-line position on the industry in relation to the Mining Charter and other regulated social 
and labour obligations. 

If one part of the challenge is this political and social environment, the other part of it is the market 
conditions, marked by declining demand in a situation of oversupply. This is effecting a downward 
pressure on prices; a pressure which is, paradoxically, checked in part by the wildcat strikes that are 
keeping some platinum off the market and the uncertainty created by the current situation in the 
Rustenburg area. 

The Task Force created by industry and the DMR to support the sector is an important instrument to 
manage the situation, and several interventions are being considered. But this is a crisis management 



 

 

forum. One of its objectives it is minimise job losses as projects are either cancelled or put on care and 
maintenance. This is going to be made even more necessary, and even more difficult to achieve. 
Particularly if the current parties cannot find a way to include AMCU in the conversation – a process 
which NUM is resisting for a number of reasons, but a rear-guard action which carries a high collateral 
price tag. 

Structurally, however, nothing fundamental is being done about the cost side of the industry. Ten 
years ago, labour and electricity costs were a fraction of what they are today. Companies are reporting 
year on year cost increases of over 20 percent. Both costs have increased at rates greatly superior to 
inflation and productivity gains. Safety stoppages have exacted a heavy toll. At this year’s Indaba, 
Deputy Minister of Mineral Resources Oliphat warned that if mines could not mine safely they would 
not mine. Events out of the control of the DMR are contributing to make his threat a reality. It is 
however doubtful the DMR feels vindicated by this. 

During the past ten years, the commodity super-cycle allowed these cost increases to be sufficiently 
outpaced by the rise and rise of platinum and PGMs to allow the industry to plan its growth. Ten years 
ago, platinum miners would have dreamt of the metal being around $1,400 an ounce. In today’s cost 
environment, this price is too low to allow the high cost operators to survive. As a result, these 
operators are being forced into making painful choices. 

In fact, the 22 percent wage increase agreement between the strikers and Lonmin on 18 September, 
while allowing the battered company to return to production, go the exact opposite way. As the 
workers celebrate victory, the raise increases the risk that similar demands will be made on other 
companies – a new benchmark of sort, and an unaffordable one. Employees and union demands for 
higher wages are not going to let up.  

Electricity prices are also slated to continue to rise over the next five years.  

Something has to give. Unless the different parties can come together and find a reasonable path 
toward sustainability, it is probable that the industry will be confronted by further decline that is 
made necessary by the oversupply of platinum, the relentless cost inflation, and the disruption to 
production. 

This would be a tremendous loss of opportunity for South Africa, which sits on 80 percent of the 
world’s platinum reserves – reserves which make for the larger part of the country’s fabulous mineral 
wealth. 

When one looks at this picture, one is forced to conclude that something has gone fundamentally 
wrong in the course of the past ten years, despite the significant changes that have been made to the 
mineral regime, the ownership structure of the industry, and its investment in socioeconomic 
development. The country’s mineral wealth now belongs to the people through the MPRDA, which 
transferred it at no cost state custodianship in 2004. From that standpoint, the Mining Charter has 
been achieved. But that achievement is not sustainable if a growing part of the population feels 
excluded and are ready to resort to radical and ultimately self-wounding measures. 

The key question is whether there is enough political will to find a sustainable solution in a low growth, 
high cost, failing state capacity environment, where the political legitimacy of the ANC and its partners 
is increasingly contested. These problems are well beyond the mandate of the Minister of Mineral 
Resources. This is reflected in President Zuma’s comment about taking the labour issue to Maungang. 
This, however, will feed into the populist call for a more radical mining policy. 



 

 

Ultimately, what the different parties fail to achieve through dialogue and concessions – within a more 
inclusive and sustainable labour negotiation regime that also commit unions to stability and 
productivity gains – will be achieved by the market. And a great cost to all these parties. 
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