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SYNOPSIS 

This is a short sketch of mining contractor's past and current contributions to the mining 

industry and their probable future role. 

1. INTRODUCTION 

Let us begin by defining productivity. 

"Productivity is the ratio of inputs to outputs". The larger the ratio the greater the 

productivity. This statement is deceptively simple and the concept and measurement 

of productivity is complex. Physical measures such as tons or metres per man month 

are not necessarily all accounting. "If we use money as a medium of conversion and 

do not confuse it with cash. Then we can express productivity as the relationship 

between cost and worth per unit". This still does not encompass the whole concept 

as safety, reliability, quality and rate of output are also variables in the equation. 

To clarify the matter further productivity is virtually analogous to profitability. Profit 

is a phenomenon with parallels in nature. All life must make a profit, if the outputs 

do not exceed the inputs the organism must live off its own reserves or consume its 

capital and instead of growing will wither and die. 

The South African Mining Industry is well served by several contractors who have 

access to expertise, skilled manpower and plant pools that are unparalleled in the rest 

of the world. 

This represents a tremendous resource that the industry can tap into or withdraw from 

at very short notice and virtually as required. 
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Historically contractors have been employed during the pre-production phases of 

projects i.e. prospecting, infrastructure construction, shaft sinking, ore body access 

development and have disappeared from the picture by the time that stoping is in 

progress. In producing mines their services have been restricted to specialised 

drilling, water control, support functions and raise boring. 

The existence of a large robust contracting industry is proof in itself that it is 

productive and provides these specialised services effectively, efficiently and to the 

satisfaction of their client body, the mines. 

Speaking generally the run of mine worker is not aware of the importance of 

productivity and hence profitability. The contractor is acutely aware of this. His very 

existence is dependent on productivity. His workforce is made to realise that his 

capacity to pay and hence their enjoyment of this benefit depends on their ability to 

produce. 

2. BODY 

The extended recession in the mining industry and the prolonged period which the 

industry has suffered depressed product prices has had the effect of reducing 

investment in new and replacement production capacity. 

This has in turn caused the cancellation and deferment of capital projects which were 

under consideration and the mothballing of several which had been commenced and 

were in various stages of construction. 

So the traditional market in which the mining contractors operated suddenly 

evaporated. This was not only confined to South Africa but was global. Accordingly 

the gradual lifting of sanctions and our slow emergence from economic quarantine did 

not provide as much relief as had been hoped for. 
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The contractors had to find alternate sources of work and revenue to ensure their 

survival as viable businesses. One cannot suddenly convert a mining contractor into 

a civil construction concern or a manufacturer or purveyor of goods for wholesale or 

retail, so what to do. They searched for and found work in their traditional market 

place the mines. The sort of work changed from that of a capital nature to more and 

more working cost type of employment. 

The transition has been fairly gradual. Shaft sinking phased into development, rock 

handling system construction and rehabilitation, chutes, tips and rock raises, ore body 

access development, sweeping, vamping and finally stoping. This was a fairly natural 

progression and was accepted by the industry especially on mines that contractors had 

begun as green field sites. 

The recession has had other effects. The industry has rationalised and in the process 

undergone significant retrenchments. Marginal mines have been pushed closer to the 

edge of insolvency and this has brought about shaft shutdowns, mine closures and the 

sale of aging and unprofitable mines to non traditional operators. In other instances 

less efficient discontinuous work practices have been replaced with seven day 

continuous operations. 

Contractors have played a significant role in these events. Examples are:-

A mining house with a deserved reputation as a loyal employer of long standing 

transferred the work force from an aging mine to a newer property which was just 

coming into production. The viability of the older mine is in question but stands a 

fair chance of continuing operations if costs can be contained and revenue maintained 

or increased. Contractors working on a firm price per square metre have been called 

in and have taken over the production on the mine. So far the experiment is working 

to the satisfaction of the mine's management. It now enjoys the benefits of continued 

production with the convenience of a labour force whose services can be quickly and 

cleanly terminated without the costs or the stigma which retrenchments involve. 
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In another instance contractors have been used on another marginal mine whose 

management have explored all avenues of prolonging its life. This is because the 

property has excellent medium and long term prospects. 

In this instance ore body access development to high grade areas and stoping has been 

let out on contract and the first complete quarter's results indicate that the changeover 

from mine to contract labour achieved what was hoped for. This also involved the 

implementation of seven day continuous operation work cycles. The mine had 

experienced a fair amount of resistance to this innovation. The introduction was 

however smoothed by the handing of complete sections over to contractor labour 

which worked the seven day cycles virtually from inception. 

Other mines have allocated entire shafts and all operations to contractors to run. 

Ore is delivered to the mill at a firm price per ton which is usually derived from a 

base price with a rise or fall element linked to the in situ and the delivered grades. 

All of these measures have permitted the owners grace with regard to:-

expanded time frames for critical decision making, 

the psychological trauma involved in retrenchments and/or the alteration of 

traditional work patterns, 

and 

I reckon a reduced and definite cost per ton delivered to the millhead and per 

kilogram of gold produced. 

This is what the exercise has all been about, increased productivity per person 

employed. 
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Our contracting and mining industries are fairly sophisticated and various types of 

agreements and arrangements for contract administration are offered. 

The most widespread type of contract is the firm price measure and value agreement. 

This arrangement promotes productivity because the price estimation process requires 

that production targets are set for the tasks being tendered for. This is a most 

important part of the discipline because it demands the timing of all tasks and so 

enables them to be rated for incentive bonuses. 

Virtually all contractors work on bonus systems. This provides motivation for their 

crews and enables them to attract labour to what must be rather precarious 

employment when compared to the steady work traditionally offered by the mines. 

Resources required to achieve these aims are assessed, costed and allocated to the 

tasks. So the greater the production for a given resource level the higher the 

profitability and therefore productivity. 

The contractor is so provided with the most powerful of incentives to maximise 

production. Fears or suspicions on the part of the client regarding excessive profit 

taking by the contractor can be allayed by the introduction of risk sharing 

arrangements where profits or losses outside a pre-agreed tolerance level are shared. 

For example profits or losses which exceed 15 % of the measured value of work done 

could be shared on a 50:50 basis. 

There are some pre-requisites for this type of contract:-

1) The scope of the works must be clearly definable. 

2) The work to be done should be easily measurable. 

3) The responsibilities of one party to the other must be defined. 
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Once these are in place an enquiry can be compiled and tenders called for. This 

process relies on market forces to ensure that competitive prices are obtained and 

provided those who are invited to tender are qualified to execute the job, award to the 

most competent tenderer will invariably yield a satisfactory result. 

Long term relationships between client and contractor often develop and can become 

the subject of continuous negotiation and adjustment. 

Another often used method of ensuring even handed treatment is to put these open 

ended contracts up for periodic retender. 

Various other arrangements have been developed and applied, all with varying degrees 

of success and satisfaction. The one type of agreement which I do not recommend 

is "cost plus", this in its pure form is the least productive of possible arrangements. 

The only instances when this should be contemplated are when:-

The scope of the work cannot be defined and time pressures or other circumstances 

prevent its ascertainment or; 

There is only one contractor with unique skills qualified to do the job and is unwilling 

to work on any other basis e.g. "Red Adair" and some especially skilled surgeons or 

entertainers. 

limit or performance linkage be applied to the plus portion. 

Our common law derives from Roman/Dutch precedents and the concept of "Caveat 

Emptor" or "Let the Buyer Beware" applies every bit as much to modern commercial 

transactions as it did in Roman times. So select the contractor and the mode of 

contract administration with care. 
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3. CONCLUSION 

The last few months have seen a recovery in the price of gold, platinum and record 

diamond sales. We all hope this is not a flash in the pan. The fundamentals of the 

supply and demand equation have been in place for some time now for the gold price 

to consolidate at or above the U. S. $400 per ounce level. 

Should this come to pass I foresee an increase in demand for contractor services. 

Capital expenditure for replacement production facilities on working mines which had 

been put off will come back on stream. Mothballed projects will be restarted and 

lastly the big new mine and new mining area projects will be dusted off, re-assessed 

and the green light given to some. 

We will see a re-emergence of the contractor's traditional market but I do not foresee 

a withdrawal of the contractor from the working cost area of operation. 

The concept of contracting has proved itself with regard to convenience, certainty, 

competitiveness of cost and client acceptance. I foresee growth in this area of 

activity. The practice has taken root and the barriers to entry for this type of work 

are low. There is little requirement for specialised and costly plant and equipment and 

the skills required are fairly readily available or easily acquired. 

The mining industry and the satellite contracting community are both fairly mature and 

the latter exists for the benefit of the former. Adversary situations have occasionally 

developed in the past and soured relationships between contractor and client. The 

development of symbiotic relationships which are characterised by cooperation for the 

mutual benefit of the contracting parties, will I believe become the norm in the future. 

Roll on the New South Africa. 




