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Beneficiation Legislation — does it achieve

the desired effect?

By Rachel Speight

Inrecentyears many emerging economies
have looked to increase their domestic
revenues from the miningindustry. This has
been attempted via taxes, royalties, state-
ownership, local content quotasand
increasingly local beneficiation programmes,
asillustrated by comments from Jacob Zuma
attherecent “Forum for China-Africa
Cooperation Summit”, where he emphasised
that African economiesare lookingto
“prioritise beneficiation and value-addition”.
It hasalso been endorsed by the African Union
andregional bodies suchas the Southern
African Development Community (SADC).

The objective of local beneficiation is for raw
materials to be processedin the countryin
which theyare mined rather than exported for
beneficiation overseas. Processingraw
materials locally can bring economic benefits,
suchasincreasedincome fromtaxationand
increased profits once the processed
materials are exported. It canalsoimprove
the quality of life of those living locally

- creatingjobs, providing opportunities to
develop askilled workforce and generating
more money to reinvestinlocal communities.
One method of introducingalocal
beneficiation regime has beenthrough
regulationand new oramended legislation
(suchasexportbans, taxbreaks or licensing
controls) but it seemsthat this government-led
approach has notachieved the desired results.

Botswanais widely considered to have the
most successful example of aprogrammeto
increase local beneficiation. De Beers began
cuttingdiamondsin Botswana over 20 years
ago,and through partnership with the
government of Botswana, the Diamond

Trading Company Botswana was created,
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whichisaso/so joint venture between the
governmentand De Beers. By 2013, De Beers Partner
had moved allits international tradingactivity ~ E:rspeight@mayerbrown.com
from London to Botswana. Although not

perfect, this beneficiation programme has

achieved positive outcomes suchasimproved

infrastructure,askilled workforce (today

nearly 3,000 workers in Botswanaare cutting

and polishing diamonds to export). Inaddition

thereis the knock-on effect of boostinglocal

businesses, such as hotels, leisure centres and

restaurants,and,arguably mostimportantly,

the project has helped to signal that Botswana

is a safe and welcoming place for foreign

investors, creatingastable climate for future

growth.

Some legislation has beenamendedin
Botswanaduring the life of this programme,
suchasthe Minesand Minerals Act (1999)
which gives more control over exploration
licencesto the government of Botswana. But
more significant legislative changes, suchas
exportbans, have not beenintroducedinthe
way that they have in certain other
jurisdictions. Thereasons for the success of
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the Botswanabeneficiation project are not
therefore thought to be due to legislative
innovations, but more down to good
communication between the government of
Botswanaandthe board of De Beers,anda
desire from both parties to work together for
amutually beneficial outcome. Such
co-operation, seenininitiatives suchasa
government-industry steering committee, has
helpedto generate the other elements
required for successful local beneficiation.

Where the imposition of legislation is the
starting point foralocal beneficiation
programme, the same success does not yet
seemto have followed. In Zimbabwe in 2011,
legislation was brought in banning the export
of chrome ore. Theintention being that
chrome be processed locally, bringingall the
associated economic benefits that go with
this. Unfortunately smelting capacity, power
shortagesandinfrastructure capabilitiesin
Zimbabwe were not able to cope with the
volume of chrome ore, which beganto
stockpileinthe country. And so,in June 2015,
the banwas lifted and the 20 percent export
taxonthe raw metal wasalso scrapped.

InZambia,a10 percent exporttaxon
unprocessed copperwas introduced
(intended asanincentive to promotelocal
beneficiation). However, this law introduced
in 2011, was suspended in October 2013,
reinstatedinamodified formamonth later
andrecently the government has suggested
introducingatotal ban onthe export of
unfinished mineral products. This uncertainty
hasunsettled investorsandresultedin
corporations stockpiling their copper with
concerns over whether the smelting capacity
of Zambiawas able to cope with sucha
beneficiation project.

It can beargued that De Beersand Botswana
had asomewhat unique relationship. The
governmentand the corporation had beenin
partnership for decades and the trustand
understanding created by this partnership left

the two veryableand willing to work together
to create amutually beneficial system. But
what this example and the less successful
examplesabove do show is that beneficiation
legislation without support fromthe industry
can be damaging, creating uncertainty and
deferringvital international investment.

It can be difficult for governmentsand
corporations to work togetheras theiraims
and objectives may be quite different. A
government may be looking, firstand
foremost,toimprove the country’s economy
andincrease the quality of life of local people,
whileacorporation needstolooktoits
shareholdersand might therefore be more
concerned with producingagoodand
marketable productand keeping costslowina
struggling commodities market.

Inthe absence of easy cooperation, legislation
hassurfaced as the best solution, with
proposals for further newlawsin 2015in
Ghana (requiring the local beneficiation of
bauxite), Indonesia (increasing tin royalties on
exports) and Zimbabwe (introducingais
percent export duty on unrefined platinum
(which was later suspended)). The questioniis
whether the necessary improvementsin (for
example) local smelting capacity, skill levels
and power supplies can be expected to be
generated followinglegislative incentives,and
whether the required expertiseand
technology for successful beneficiation will be
sharedamongall parties if industry is
uncomfortable with such legislation.

Itisimportant thatarobustlegislative
framework exists so that beneficiation is
regulatedandlocal benefitsareassured. Butif
the groundworkis not laid before legislation is
implemented,and a productive relationship
between governmentandindustryis not
maintained, then asuccessful beneficiation
programme does not seem to be easily
achievable: the problem seems too complex
for legislationalone to solve.
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