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FOREWORD 

Within its studies programme on industrial development prospects 

in individual and groups of developing countries, the Regio~al and 

Country Studies Branch of UNIDO is giving particular attention to isi:;ues 

pertaining to strategies and policies for industrial development and re­

structuring. This paper briefly revi~ws the prospects for min~ral 

based industries ir. developing c~Jntries of Africa duriPg the 1980's. 

Due to lack of recent comprehensive data on Africa as a whole, 

tre paper ielies extensively on illustrative examples of some individual 

countries. The paµer can thus only provide an overview of African 

r.ountries' efforts and prohlems in developing a resource based industrial 

structure. 
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I . INTRODUCTION 

The World Economic Situation and Developments in the Minerals 

Producing African Countries 

In view of th~ prolonged world recession of the mid-seventies/ 

early eighties and depressed world markets for minerals, many mi,.,::~~dls 

producing countries found themselves in the non-enviable position of 

declining prices for their minerals, shortages of foreign exchange, in­

ability to import needed new and replacement equipment and spares for 

their mi~ing/processing operations, shortages of foreign investment, 

lack of domestic generated capital and inability to borrow in financial 

markets. Among developi~g countries, the hardest hit are those countries 

with little or embryonic industrial base, with no developed indigenous 

energy resources and those who happen to be land-locked. Many of the 

developing African countries have been facing these constraints in 

addition to political unrest. 

1/ 
The African continent is rich in rn;~erals resources.- As the 

Annex details, Africa's minerals range from industrial minerals, 

construction minerals, gold and diamonds to oil. ThP contribution of 

the mining sector to the gross national product of <ir~,·t:loping Africa 

has increased on the average by 10 per cent between 1960 and 1980. 

During the early to mid-seventies, the mining sector's production 

declined sharply, partly because of political unrest in the major 

minerals producing African countries and partly because of the general 

economic situation spiraled by the energy crisis. 

1/ The issues discussed below pertain to all Af~ican countries except 
South Africa. South Africa is excluded as atypical ot the rest of 
the continent both on social and economic grounds. Whe~ it is 
relevant to the other mineral resourc~> we will djscuss oU re­
sources, however, oii minerals resourc~s have not been considered 
in this paper. Also, we are not including a discussion of sea bed 
minerals. Although their importance is immense, the scofle of this 
paper is limited to soil non-oil minera,s. 

l 
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The eighties started rather poorly and 1981 may be remembered as 

the vear of world depression and the ye.ir of low consumption and re­

venues for all metals/minerals. As consumption has fallen so too supply 

capacity has been reduced. Poor demand resulting trom world recession 

placed unrelenting µressure on prices. In many cdses, prices fell well 

be) ow t:1e marginal cost of production of some mines and thus companies 

have been forced to close capacity, or to increase ~orrowings at high 

interest rates. In some cases national governments provided assistance. 

Adverse i1.ternational economic repercussions have been compounded 

by international monetary policies of developing countries. Overvalued 

local currencies have contributed to black market, smuggling of couunodit­

ies out of the country, high local costs and scarcity of foreign ex­

change. Consequent delays in the provision of spares and equipml'nt have 

been developing, affecting all industries. In Ghana* for example, falling 

prices of mining products coupled with an overvalued currency and with 

high local costs and in certain cases with depleted res2rves, have caused 

an actual or anticipated loss by all mining enterprises within the 

country. 

Energy costs around the world have contributed to P.igh produ~tion 

costs ~nd to the erosion of profitability and growth of industry both in 

developed and developing countries. Particularly, developing countries 

whose growth depends on export-led industries have suffered most since 

increasing costs have rendered their industries unprofitable. For example, 

the financial situation of the Liberian* mining co.npanies has been critical 

with prices remaining at 1980 levels or being reC:uced. This deve1opment 

coupled with rising energy anc.l production costs resulted in cash shortages 

and serious operating deficits in the mining sector of this and other 

African countries. 

Even tl1e relatively more industrialized among the African countries 

such a.; Z;nrc* !iave been S11ffering from in£ufficient supplies of fuel 

and spare parts and lack of foreign exchange and credits resulting to 

below capacity productivity. However, some sub-sectors have been able to 

* Sec Table 2 "Mineral Resources of Africa/Production, l'JbO" 
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perform better than others; mining activity in co?per has experienced 

a clear upswing since 1980. 

Besides the effects of the world economic situation, mining 

activity in many African countries has been hampered by internal and 

2xternal political problems. For example, South Africa's dominance 

of the Southern part of Africa has both political and economic effects 

Jn neighbouring coun~ries, especially small land-locked countries. 

Lesotho*, Botswana* and Swaziland* are depending lar~ely upon South 

Africa for their ec~nomic and industrial development. Besides the 

political aspects involved in this relationship there is an economic 

development unevenness which creates a sort of economic Juality -

especially if one considers that these countries' labour force depends 

to a great extent on employment in South African mines. In Lesotho and 

Botswana, diamonds represent the main export. The diamond ::i.ndustry is 

operated by a South African mainly based company, with approximately 

25 per cent shares of the respective host-governments. The last year or 

two, the poor market conditions for diamonds prompted the company to 

impose quotas on its main producing c.:>untries. This had severe impact 

on both Lesotho's and Botswana's export earnings. Nam:l.bia* is facing 

a declining 2conomy with no substantial South African or international 

investors being willing to invest in the country's mining development 

and exploitation. 7imbabwe's* links with South Africa, being historical, 

are mainly in the form of joint ventures, trade, technical and managerr.·~nt 

services. 

Thc= aav.:rc;e world economic conditions have affected seriously 

several mineral producing countries and have promptea re-o•ganization of 

the institutional machinery and the introduction of a range of measures 

intending not cnly to stimulate the development of minerals but to promote 

general economic development as well. The following sections describe 

3ome ot th~ problems and issues facing developing Africa in the 1980s, and 

indicate how individual African countries are fending-off or plan to fend­

off these p~ob!ems. 

See Table 2, ?P·ci~. 
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I I. MEASURES AfID POLICIES IN MINERALS PRODUCING COUNTRIES 

Increasing produ:tivity and financing capabilities through mergers 

and internal re-organization 

Increasing the size of the mining operations through mergers, cutting­

down costs thruugh scale operations and embarking into an internal re­

organization are measures that may increase productivity dnd consequently 

the capability of mining operations to obtain external financing. According­

ly, in some African countries, steps were taken to merge mining companies. 

For example, in Zambia*, the fina 1 decision was taken to merge the 

two state-controlled mining companies into the Zambia Consolidated Copper 

Mines Ltd. (ZCCM), as of April 1982. The merged companies are both cobalt 

and copper producers. The benefits of the merger are expected to be the 

co-ordination of plannin~ activities and management as concern extraction, 

production and capital expenditure; the creation of a strcnger fund­

raising capability in the international money markP.t; more efficient 

utilization of scarce resources - such as technical skills; strengthening 

of the ability to develop research and development, prospc~ting, ex­

ploration and exploitation; developing greater capability in marketing 

and services; achieving greater economies of scale. ZCCM is now the 

world's second largest individual copper producer after the Chilean 

conglomerate Codelco. Its annual production capacity is 700,000 tons of 

cop~er, 4,000 ton3 of cobalt and 76,000 tons of lead and zinc. It employs 

60,000 people, and is Zambia's only significant revenue earner. However, 

depressed world trading conditions inhibit the manifestation of this 

country's full potential. Zambia deals with depres~ed world prices for 

metals by cutting costs, both in terms of equipment purchased and number 

of workers employed and by usin~ less contractors. 

Al thoup,h 1 arge-scale operations nave several benefits i.1 terms of 

cost reductions and financing capabilities, several African countries 

re 1 y sti11 heavily on small mining companies for the deve 1 opment of their 

* See Table 2, op_'._i:;J~~-

l 
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mineral re&ources. For example, in Algeria*, Morocco* and Zimbabwe* 

small mines repre~ent an important part of the mining sector and receive 

governmental ~upport. Notwithstanding the con~~ibution of small mining 

to the economy of several countries, there is an important implication: 

during periods of econo~ic adversity, small mining concerns appear to 

suffer more than the larger ones. 

Re-organization of institutions and streamlining of legislation to 
attract new investment and to promote development of resources 
through own efforts and/or foreign investment 

In order to attract new investment, naximize national benefits and 

solidify existing ones, several African governments have embarked into 

the enactment of minerals legislation that endeavours to both clarify 

and simplify contractual arrangements, as well as to establish appropriate 

institutional apparatus.!/ For example, in Morocco, the intensification 

of all forms of mineral activities led to the creation of a new national 

institution which supervises all hydrocarbon development (ONAREP) while 

non-fuel mineral development is under the auspices of two other 

institutions (BRPH and OCP). 

Considerations to promote the development of mineral resources have 

also prompted Tanzania* t_ form a Ministry of Mines and to announce short-, 

medium- and long-term mineral development plans and Kenya* to establish a 

new unit within the Environment and Natural Resources Ministry; this unit 

has the task to make a count~y-wide survey for industrial minerals in­

cluding limestone, gypsum, asbestos and diatomite. 

Tiiese activities reflect the recognition by gov~rnments of the 

importance of industrial minerals to national development, as well as, 

the recognition that such materials are of little interest to 0utside 

mining houses. Several efforts arc 'Jeing directed towards developing 

industrial and construction minerals with internal capital and borrowing. 

1/ However, certain African governments are not as eager to attract 
foreign capital. In Benin, the current government's attitude 
towards foreign !~vestment remains unclear - a fact that discourages 
inveRtment in the country's unsubstanti~ted mineral resources. 

See Table 2, op.cit. 
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Part of these efforts, as in the case 0f Zaire, are directed towaLds 

overhauling needed infrastructure for the development of mineral resources. 

Re-organization has been taking place not only in institutions but 

at the company level as well. For Gecamines which is the keystone of 

Zaire's economy generating more than 63 per cent of the country's reve1D1e, 

the revival in copper production is the result of sustained efforts to 

regain the level of productivity exititing before the events of the internal 

strife in the seventies lhrough re-orgarization, retraining of personnel, 

refurbishing of stocks of essential supplies, and renovation of plants. 

Retrospectively, private and governmen~al re-organization in terms 

0f inst:i.tutions, legislation. financing capabilities, research and develop­

ment, scarce resources (technical skills), size, marketing, planning and 

management opted to stimulate the development of minerals and contributed 

to ooth the mineral industry and the general economy. 

Diversifying the industrial base and exports 

In contrast to finished manufactured goods, exports of primary 

commodities are subject to great price and quantity fluctuations which 

cause substantial instability in export revenues. The less diversified 

is tin economy the greater is the instability and ensuing repercussions. 

Several countries in Africa are suffering from instability on primary 

commodity markets because their exports are insuUiciently diversified 

and concentrate on only a few materi?ls. Nearly half of the primary 

commodity producing countries obtain over 50 per cent of lheir export 

revenues from one single commociity. 

For those African countries that arc near1y or c1early mono-product 

economies conscious efforts are being made to diversify if they have 

possibilities. For example in Nlgeria*, petroleum dominates the economy. 

Oi1 exports constitute the primary source of export earnings. In 1981 

an<l 1982, however, tne oil glut in the world market affected Nigeria's oil 

revenues. The Nigerian Government, conscious of the country's potential 
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to diversify. is encouraging the deve:opment of the nining sector in the 

?reas of iron and steel, coal, tin, lead, uranium, and industrial min~rals 

(barytes, granites, etc.). Libya*, another count~y that depends heavily 

on oil exports for its revenues, plans to increase its industrial base. 

However, delays in materializing such plans are anticipated given today's 

dow-nward pressure on the price of oil. 

Plans for diversification may not be possible if the main resource/ 

commodity of the country fails to generate needed revenue. Fo1 example, 

uranium is the mainstay of Niger but the downturn in the world uranium 

market has caused slackening in further exploratio.1, in developing ne"• 

mines and in expanding existing ones. Yet, Niger is one of the world s 

most significant producers of uranium. The development of the uraniJm 

mining industry has called for heavy investment in new in~rastructure, 

particularly for transport and power generation facilities. However, de­

pressed uranium market conditions aPd lack of already developed diversified 

activicy contribute to the stagnation of this country. Mauritania* de­

pends heavily on iron ore exports for revenues and the economy has sufferee 

in recent years from the 10eakness of the iron ore market.-!/ Morocco* de­

pends largely on phosphate exports for revenues needed to import oil. Al­

though sales revenues from phosphates improved somPwhat in 1981, exports de­

clined ir terms of tonnage. The net result in 19ol was that phosph;1te export 

earnings covered only about 87 per cent of the cost of oil imports versus 

96 per cent in 1980. Zambia is another example of an economy depending on 

the export of one mineral, namely copper. 

Often non-diversified production problems are compounded when develop­

ing countries are facing monopsony or quasi-monopsony markets. Togo* is 

encountering both problems. Its only exploited mineral resource of any 

signif~cance is high grade phosphate rock. In 1981, despite the increase 

in 

As 

1/ 

* 

beneficiation capacity, output was reduced because of declining sales. 

the 1981 recession hit the European fertilizer industry wt1ich is the 

Principal markets for iron ore are France, Italy, Belgium, Japan, 
United Kingdom, Fed. Rep. of Germany and Spain. 

See Table 2, ~-t:..·. 
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main buyer of Togolese rock - one of the rock washing units was c!.osed. 

Of the African countries only Nigeria imports a relatively minor quantity 

of rock. 

Fending-off rising energy costs 

zr~rgy availability and productivity are closely related. Industr{al 

processing of minerals &nd of raw ma~crials in general require the avail­

ability of reliable sources of energy at reasonable prices that wHl 11ot 

undermine the market competitiveness of producer countries (which probably 

is based on low prices labour). The developing countries' accelerated 

socio-economic progress will continue to depend, on greater access to 

conventional energy sources, although a significant contribution n;.ay be 

expected from the new and renewable sources. Rising oil costs and their re­

percussions on exports' competitive advantage and current accounts deficits, 

have prompted research and development in conventional and non-conventional 

sources of energy not only in developed countries but also in developing 

ones. For the countries that can generate the necessary capital such as 

~torocco, substantial investment has been directed in developing one or 

more sources of energy s·Jch as hydro-electric power, o:i 1, gas and shale 

oi I. 

African ~ountries that produce and export oil and/or natural gas 

and that have reinvested their expo:rt revenuas in d:!.versifying their 

industrial base, they did not get affected hard by the world economic de­

pression. Cameroon*, led by its growing oil industry, was able to perform 

wel' in 1981, along with other energy exporting African countries, such 

as Algeria*, Tunisia* and Libya. 

l-"1r!oving infrastructure 

Although developing countries and especially least developed countries 

would benefit from increasing minerals exploitation and the degree of local 

processing they are unable to pursue meaningfully this course of action if 

thev possess a very low level of basic infrast:·ucture. Basic infrastructure 

* See Tab I e :~, op. c it . 

I 
I 
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provides the basi8 for developing manufacturing iJ'ldustry based on local 

resource endowments. 

Foreign investment in min~ng has played often a key role in develop-

ing basic infrastructure that facilitates the exploration, exploitation 

and production of mineral resources. However, sever~l foreign-controlled 

mining .rentur?s have tended to c~eate enclaves in the national economy 

concentrating o'.1 these enclaves capital equipment and infrastructure. 

These enclaves fail often to be integrated with the national economy and 

they seem t,1 integrate better into international markets. Although tiie 

mining industry in developing countries typically has few domestic linkages 

(especially backward linkages, i.e. mining equipment) some scope may exist 

for promoting certain forward linkages, for instance through final demand. 

This will in turn depend on the distribution of income. Sin:e, however, 

the mining industry requires highly skilled workers ~nd technicians, an 

e i ite of workers with higher t:han av-er age incomes may he created. This, 

however, does not imp 1 y higher demand. Unless an economy has the -·conomic 

structure that provides for a relative optimal distribution 0f income, the 

mining sector will not be able to provide a major basis for further linkages. 

Several of the problems faced by the developing countries of Africa 

in developing their mir.eral resources are linked with inadequa~e infra­

structure and lack of backward and forward linkages associated with the 

mining sector. For a country like Chad* - the wurld's largest landl0cked 

couPtry - the lack of transportation ir~frastructure is c.lmost total. l'hdd 

is without a railroad and the interior of the country remains virtually in­

accessible. A~y minerals or petroleum projects would require substantial 

inv~stments in infrastruct:Jre. In Ghaua the non-availability of rolling 

stock from Ghana Railways continued to be the main limitation of product:i_on 

of bauxite and manganese. Similar problems are faced by Upper Volta*. Be­

sides transportation, lack of water an2 power supplies are great hindrances 

to ~inerals development. Although Mali* has a considerable mineral potential, 

only a small gold mine, a modest: production of phosphates and salt and a 

* Se-_• Tab 1 e 2, op '._c_1:_t_._ 

I 

' 
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quarry of construction materials are active. Mali, a ldndlocked country, 

suffers from lack of water and power as we!l as froffi poor external trans­

portation. :nadequate infrastructure in Africa has been a great obstacle 

to minerals development mainly because of the large amounts of funds re­

quired and the shortage of investme~t. 

Efforts tc increase processing of minerals locally 

At the present time, as r~~~e 1 shows. there is a relatively minor 

processi~g activity in Africa mainly because of the constraints of in­

adequate infrastructure, lack of loc,11 and/or regional markets, trade 

barriers, lack of needed investment, difficulties in raising capital 

funds for processing activities and the risk of a downturn of prices of 

the products on #orld markets which cocld cause a cost-price squeeze. 

Zambia and Zimbabwe process the bulk of copper produced while 

Zaire processes only about 26 per cent of its total produ::tion. Although 

Guinea* produced 13.29 per c~nt of world's bauxite, there is no indication 

of local processing. Some nf tne African countries process aluminium scrap 

such as Ghana, Egypt* and Cameroon. Secondary zinc is processed also in 

Zambia and Algeria. 

In spite of ab0ve mentioned cc,'straints, the establishment of 

processing capacities of minerals in sftu appears to be pursued by many 

African governments in collaboration with international companies and 

consortia. Several fa~tors may encourage these possibilities such as: 

* 

o changes in technology which allow the economic production of 

some semi-processed minerals in smaller quantities at or near 

to their source (for example the rapid growth of iron ore 

pelleti,ation plants and the development of direct reduction 

processes to produce an economic scrap subtititute). 

o Inadequach~s and inflexibilities of ma.1agement and labour 

f,,rcL: in the traditional metal making centres result to re-

1 at ive l y low produ~tivities and high production costs (for 

example these are problems faced in steel-making in several 

Western European countries). 

See Tab 1 e 2, <>_P_._c_ H_: 
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Increasing regional co-o_peration a.id trade 

Af~ic~ has close economic ties with the industria1ized markets 

both because of marketing ties and Africa's colonial past.!/ 

Developing countries, especially those with smaller domestic 

markets, complementary and/or similar resources increasingly recognize 

the benefits to be accrued from promoting joint efforts in the areas 

of marketing and processing, creation of financial support arrangements 

and development of their scientific and technical capabilities. However, 

in the area of mineral production and traoe, the scope for regional and 

sub-regional co-operation seems to be severely constrained in Africa. 

Thus, in terms of consumption of minerals (esp~cially refined) African 

countries could be classified as marginal consumers as Table 1 shows. 

Of particular importance in the area of minerals processing is 

the role that more advanced developing countries play as producers of 

minerals, metal machinery and equipment and as consumers o~ metal and 

non-metal mineral products. They also play an important role in trans­

ferring technological know-how. Co-operation in terms of investments 

between these more advanced developing countries and African develop­

ing countries is increasing. Moreover, co-operation between African 

non-oil producing ccuntries and producing oil countries (African and 

Mid-Eastern) has been increasing. lraq, Libya and Algeria are co­

operating with the Mauritanian Government (37 per cent share) in ex­

ploiting a sulphide ore mine. 

---·------------

1 I 

* 

"If one thinks in terms of 'influence-spheres', Africa has always 
been within the European 'part of the globe'. European countries 
are relatively big 11et-importers of minerals because their resource 
base is worse than North America's or Soviet deposits though better 
than Japan's". (Raffer, OJ>_._0_:_':_:_• p. 4). 

See Table 2, ~_p.cit. 
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CONCLUSIONS 

Several of the developing count 1· ies in Africa appear to have 

relatively larger shares of one or more of the world mineral resources. 

However, their share in the supply of processed semi-finished and 

finished mineral products is, on the av2r3ge, relatively low, with the 

exception of Zaire (copper, cobalt), Zambia (copper), North Africa 

(petroleum). The fact that most of developing Africa's mineral producing 

countries export the bulk of their mineral resources in unprocessed or 

semi-processed for~. signifies that African developing countries do not 

obtain the additional economic benefits that subsequ£nt stages of pro­

cessing may generate. 

While minerals extraction undeniably contributes to the general 

economic welfare of the mineral producing countries, further processing 

could create stronger forward (through sales to other sectors of inter­

mediate inputs) and backward (through the purchases of intermediate goods 

and services) linkages and nigher contribution to value added. Mining 

impacts in terms of both income and employment could become a substantial 

stirulns to development if incorporated with the economic activity in 

other sectors -- a possi~)il ity that :ncreases with the level of existing 

economic diversification. However, so far developing Africa's mineral 

producing countries have by and large nor-diversified economies and con­

sequently they fail to fully benefit from the mineral production activities 

that tJ.ke place resulting to foregone gvvernrnent revenues and lower domestic 

factor incomes. 

The world ei.:onomic recession of the mi<' -seventies to early eighties 

and the depressed m3rkets for minerals hit particularly hard the African 

countries. The situation has been wots;:·ned with political unrest in 

several African countries. Poor demJnd resulting from the recession 

placed severe pressure on prices. In many cases, prices fell well below 

marginal cost of production for some mines and many companies h<1ve been 

forced to close down capacity. 

.. 
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Policies and strategies have been conceived and promoted, in­

te11d ing to mend the situation ir. the various African countries. 

Th .. ..:2 policies aim at achieving a broader spectrum of mining activity 

10hich could increase self-reiiance and pave the road to a more sustained 

and diversified economic development. Among these polici~s we 

sin1~ led out the following: 

Co-ordination of planning activities and management as 
concern extraction, producticn and capital expenditure 
through mergers and development of necessary insti.tutional 
framework; 

C ~ation of a stronger fund raising capability in the 
international money markets; 

More efficient utilization of technical skills and re­
training of personnel; 

Strengthening the ability to develop research and develop­
ment, prospecting, exploration and exploitation; 

Develop infrastructure, marketing and related services. 
Compete successfully in international markets by lo\lering 
production costs; 

Achieve greater economies of scale through mergers and 
technological change; 

Develop industrial and construction minerals with internal 
capital and borrowing in view of the fact that these 
minerals are important tc national development but of 
little interest to outside mining houses; 

Attract new investments by enacting mining legislation 
that endeavours to both clarify and simplify contractual 
arrangemnets, by liberalizing the economy and by stream­
lining internal monetary policies; 

Reduce mono--product and monopsony dependency by diversifying 
production, by enlarging the industrial base, and by seeking 
actively trading alternatives; reduce political dependencies 
through regional associations and international contacts; 

Develop indigenous sources of energy; 

Promote regional co-operation especially between oil and non­
oil producing African countries. 

The above policies and strategies in conjunction with the renewed 

interest of several traditional and/or new types of mining investors 

and the emergence of new technologies for smaller-size production have 

hecn initiating new prospects and expectations for Africa's mineral 
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wealth and its optimal utilization. 

Besides national policies and strategies international and 

regional schemes provide assistance to Africa's resources dev~lopment. 

For example, during the second Lome Congress a new system to save-

guard export of minerals of African countries (Syscia) was instituted. 

Undec the new "Sysmin" system Za~re and Zambia received "ECU 40,000,000" 

and "ECU 55,(,00,0CJO" respectively. This assistance was extended to 

support their cobalt/copper mineral sector.!/ 

1/ Tile Courier, Hay-June 1983, p.8 
I 
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