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Executive Summary
Six problems with privatisation in Zambian copper mines

“You must never forget that, anywhere in the world, the wealth in the ground belongs to
every citizen. Now that's a bit mushy for a hard-nosed businessman, but that's the reality
and that's where the expectations arise.” Derek Webbstock, CEO, Luanshya Mining Plc ().

“After tomorrow, you must say no to poverty. After tomorrow you must say no to unemployment.
What we want is Zambia for Zambians. People are making money over our heads.” Michael
Sata, Patriotic Front Presidential candidate (2).

“As the prices of copper and other metals continue to boom on the world market, the country
needs to benefit as well.” Ng’andu Magande, Zambian Minister of Finance and National
Planning (3).

Differing expectations about who should get what benefits from digging the wealth out of
the ground are causing serious tensions in the Copperbelt region of Northern Zambia.
Multinational copper-mining companies, the Zambian Government, workers and local
communities all desperately want recently privatised copper mines to succeed, and for the
region to return to its golden age as one of the most developed parts of Africa. Yet all have
different beliefs about how to make it happen, and what rights and responsibilities should
attach to private companies, the state and citizens.

After decades of decline, the price of copper has been rising at unprecedented levels since
2003. The value of Zambia's copper exports more than doubled between 2005 and 2006,
reaching US$2.78 billion (4). Government and the mining companies claim that all are
benefiting from this boom on the Copperbelt. And yet in September 2006 Copperbelt voters
roundly rejected current policies, electing to every urban seat in the region MPs representing
the Patriotic Front (PF), a party that ran on a platform of deporting foreign investors that
exploit the workforce, increasing corporate taxes and limiting foreign ownership of mines.
Although the ruling Movement for Multiparty Democracy (MMD) won the election nationally,
in his first speech in Parliament afterwards the President recognised, “Zambians spoke
clearly and loudly and we will reflect seriously on their concerns...Whilst we have made
important macroeconomic gains, admittedly the standard of living of the majority of Zambians
remains poor.” ). This report aims to contribute to the discussion about the costs and benefits
of privatisation and what might be done by Government, companies and donors to secure
greater benefits for Zambia, and especially for those working in and living near the mines.

The companies and the Zambian Government both argue that, since 1991, under the
supervision of the World Bank and IMF, Zambia has been transformed from a socialist
economy dominated by the state-owned Zambia Consolidated Copper Mines (ZCCM) into
a free-market system. The division of ZCCM into several smaller companies and their sale
to private investors between 1997 and 2000 marked the completion of one of the most
comprehensive and rapid privatisation processes seen anywhere in the world ). The process
was thus seen as a major success by the World Bank and IMF, and Zambia is now a favoured
recipient country for many rich-country aid donors. Privatisation has certainly brought more
money into mining. Pits that were threatened with closure have stayed open. New mines
have opened up. Production and profits have significantly increased.



However, privatisation, the Government, the companies and aid donors now face a crisis
of legitimacy as communities on the Copperbelt express their frustration, through strikes,
protests and the ballot box, that they are not seeing the development gains they were
promised and expected. Their bitterness is fuelled by the perception that massive wealth is
being generated by mining as world prices for copper hit record highs but that, because
of privatisation, it is leaving the country before Zambians see significant benefits.

Part of the problem is that simply stating that Zambia is a model free market economy in
which companies and Government work together to deliver poverty reduction does not
make it so. In the ideal model of what Zambia has become, the principal responsibility of
the new mine owners is to invest much-needed capital. By doing so, they should revitalise
the regional economy, generating employment for workers and a market for local producers.
At the same time, they should respect the labour, health and safety and environmental laws
of the country to ensure that their operations do not negatively affect local populations.
Investors, workers and local communities should then be able to demand from Government
that it uses the taxes they pay to regulate companies’ behaviour, to secure an ‘enabling
environment’ for business, and to provide social services — health and education, and
infrastructure such as roads. Within that arrangement, the companies might also be
encouraged to make voluntary and charitable contributions to support local initiatives, in
programmes that reflect their belief in ‘corporate social responsibility’. The system sounds
fine in theory.

However, in the real world, since ZCCM was privatised, a social crisis already affecting the
Copperbelt has deepened. Despite nostalgia on the Copperbelt for the days of ZCCM, for
at least the last ten years of its existence the company was disintegrating as historically low
prices for copper on the world market, and the bankruptcy of the Zambian state, prevented
any re-investment in plant and infrastructure. This report does not attempt to suggest that
everything was better in the old days of ZCCM. It does suggest, however, that given the
massive surge in world copper prices that occurred soon after privatisation — a development
well beyond the expectations or control of the Zambian state or the mining companies -
things should now be significantly better than they are. With a one-eyed focus on ‘securing
the investment environment’. Zambia has succeeded in keeping the new companies happy
but in seeking to meet their every whim the state has been unable to collect a sensible share
of revenue or to perform its own roles as an effective regulator, protecting the rights of
workers and local communities, or as a provider of social services. This report therefore
highlights at least six problems with the privatisation and its aftermath.

1) One-sided deals

Companies took advantage of the fact that the Zambian state was desperate to secure new
investment to negotiate their purchase of ZCCM assets under ‘Development Agreements’
that exempt them from covering most of ZCCM'’s liabilities, including pensions for its
employees, from paying most taxes, and from many national laws, for example on
environmental pollution. These agreements have a highly unusual legal status, only otherwise
accorded the Zambian Constitution. They cannot be contradicted by future legislation as
‘Stability Periods’ ensure the policies in place when agreements were made cannot be
changed for between 15 and 20 years. In some cases, by the end of these periods, all of
the copper ore remaining in the mines will have been removed. Given their massive
implications, what is amazing about the Development Agreements is that they have been
kept secret. Almost a decade after the first of them were struck, trade unions, MPs, local
government, even the regulating authorities that are supposed to keep the companies to
the promises they made in the agreements have not been allowed to see them. Perhaps
the most significant contribution of this report is that we have managed to access some of
the agreements and they are published online at as appendices to this document. As far
as we know, this is the first time that they have been available for inspection by Zambians.



2) Inadequate regulation, lllegal operations and Impunity

The Zambian Government was advised by the World Bank and IMF ahead of privatisation
that, in order to bring in investment, the country would have to make itself more attractive
than its neighbours and competitors by developing an ‘investor-friendly’ regulatory regime.
The Bank and Fund then used Zambia’s dependence on them for aid and debt relief to
ensure that laws were passed — principally the Investment Act and the Mining and Minerals
Act, withdrawing many of the controls the state had previously established on the behaviour
of companies. While significant investments have poured in since, it is far from clear that
all investors have chosen to take note of those of the country’s laws that do still apply to
them — or indeed to honour the commitments they made in the Development Agreements.
Some investors have taken advantage of the fact that Zambian state institutions are too
weak to effectively regulate their behaviour. The state itself also seems to have developed
political relationships with certain mining houses that mean health and safety, labour,
immigration and environmental regulations can be ignored with impunity, causing significant
resentment.

3) Casualisation of the workforce

Although investments have created some new jobs, there has been a collapse in the quality
of employment, with around 45% of those working in the mines now unable to access

permanent, pensionable contracts (7. Most mining companies have shifted workers onto
rolling, fixed-term contracts on significantly less beneficial terms and conditions, or the jobs

have been ‘contracted-out’ to companies that pay in many cases less than half the monthly
wage offered permanent workers for the same work in the same mine (s), and in some

cases, just one tenth of this figure (9). Given the dangerous and arduous nature of their
work, Zambian miners have been used to, and believe they deserve, decent terms and
conditions. The current situation is creating for the first time amongst mineworkers a category
of the ‘working poor’.

4) Deepening pensioner poverty

Before privatisation, there was already a crisis of pensioner poverty on the Copperbelt as
ZCCM'’s pension provision slowly worsened. This was exacerbated when the new investors
refused to take on the company’s liabilities to workers who had given a lifetime of service
to develop the mining industry, insisting that the Government pay. However, the Zambian
state faced tight budget constraints and struggled to finance the payments. Privatisation thus
got off to a very bad start as thousands saw no pension payments. Some of these cases
have still not been settled. Thousands more workers were immediately made redundant.
In the five years from 1995 employment in the mines halved from 45,000 to 22,000. This
has now rebounded a little to 31,000 by 2004 (10), but unemployment on the Copperbelt
still sits at 22% as compared to 6% nationally 1). The current casualisation of the mining
workforce will significantly deepen this crisis as the next generation of miners are refused
the security of income in retirement that their fathers and they had expected from giving
their working lives to mining. An absence of pensions is a particularly severe problem on
the Copperbelt because of the social structure of the region. Over the past eighty years,
more and more people have been drawn to the region, giving up rural lifestyles to live in
the cities and work in the mines. At the end of formal employment, and without a pension,
many now find themselves unable to afford food and unable to fall back on subsistence
farming and the extended family networks that many retirees in rural areas would depend
on. An increasing number are living and farming on squatted land, owned by the mines,
and on which they face risks from eviction, subsidence, explosions and pollution.



5) Lack of linkages to local business

Many expected benefits for the local economy from privatisation have not materialised as
the linkages made by new mine owners are to suppliers, manufacturers and markets outside
Zambia. Many local suppliers have lost the business they used to conduct with ZCCM. For
a range of reasons they are unable to compete on quality and price with foreign suppliers.
Although the Zambian Government frequently raises this issue, it seems either unwilling or
unable to enforce on the mining companies a system of constraints and incentives that
would make up not just a mining policy, or an investment policy, but an industrial policy
designed to support local suppliers and to build a local manufacturing base processing
copper in Zambia. At present most but not all Zambian copper ore is concentrated and
smelted in Zambia. A number of new smelters are also being built. However, an industrial
policy for the country might aim to attract and support not just smelting but manufacturing
of copper-based electrical products. Zambia has a comparative advantage over other
countries for such operations due to the presence of the mines. The failure to develop an
industrial policy is partly explained by the fact that the country is tied into a range of regional
and global free trade deals that prevent Zambia from using tariffs and quotas to manage
the flows of goods, services and capital across the country’s borders. It is partly explained
by the country’s dependence on aid and debt relief which has enabled the World Bank and
IMF to establish strict control over Zambia’'s economic policies. It is also partly explained
by the Development Agreements that commit the Government to allow companies to move
goods in and out of the country with minimal controls and payments of duty.

6) Failure to protect the social infrastructure

ZCCM provided almost everything that held society together in the Copperbelt: jobs,
hospitals, schools, housing, and a wide range of social services including HIV-AIDS and
malaria awareness and prevention programmes. Towards the end of the ZCCM era, much
of this effort was collapsing. The new investors have made little effort to pick up these
responsibilities. They are clear that their ‘core business’ is mining, and that the provision
of social infrastructure goes beyond this remit. According to free-market ideology, and the
Development Agreements, these goods and services should now be provided either by the
local authorities or by market forces. But assuming on the basis of ideology that this transition
can be achieved without significant welfare losses for the population completely ignores the
context of Zambia’s society, state and economy. At privatisation, beyond the mining company,
neither the state nor the private sector existed in many places on the Copperbelt. Since a
huge share of the state’s meagre resources have been going to the World Bank and IMF
as loan repayments and debt service, and since the Development Agreements, brokered
by the Bank and Fund, direct very little new revenue from the companies towards state
coffers, this outcome should have been predictable, not least by the Bank and Fund
themselves. The Zambian state is amongst the smallest and weakest state structures in the
world, with the country’s doctor-patient ratio standing at 1:14,000 compared to 1:600 in
Britain. It cannot just expand to cover liabilities and responsibilities as the companies shed
them12). Local people cannot afford to pay for services and if charged for them will simply
not attend schools and hospitals. Increasing numbers are being cut off from electricity and
water supply. The mining companies are starting to recognise that, in this context, in an
industry that makes profits over the long term, investments in the human fabric of the
surrounding community are also important. For example, after privatisation, cuts in the
preventative health systems that ZCCM ran quickly led to significant increases in absenteeism
as a result of increased malarial prevalence. By 2004 a quarter of recorded deaths of the
Copperbelt were a result of malaria 13y and over 30% of the population were suffering from
malaria in any year (14). The HIV-AIDS epidemic is also ravaging the workforce in Zambia.



The HIV prevalence rate for the Copperbelt is 22.1%, as compared to 17.8% nationally (15).

Many of the companies have recognised that it is in their own interest to re-start anti-
malarial spraying programmes in the areas where their workers and the wider community

live and to develop comprehensive HIV-AIDS policies. Others are making slower progress.

Securing a social license to operate

To build a business in the long term, multinational companies need the consent and support
not only of host Governments, but of their employees and the communities where they work.
The current political rebellion on the Copperbelt is a reaction against an attempt by
Government, mining companies and aid donors to impose a particular model of economic
and social relations on workers and communities who do not perceive themselves as having
benefited from privatisation.

People on the Copperbelt remember the sacrifices they made to build up the mining industry
and the gains that are possible for all when the industry is running successfully. They
remember the days when an underground workers’ wage was sufficient that many could
afford to support their family and to buy a car and a suit imported from the UK, when they
could plan for the small business they would develop with their pension upon retirement.
Now, many of those who still have jobs are living in poverty, unable to afford to feed and
clothe their families, and fearful of how they will survive their retirement without a pension
@e). Their expectations of how the wealth that they dig out of the ground should be distributed
have been repeatedly disappointed, not only as ZCCM declined as the price of copper
plummeted, but also as the industry has recovered under private ownership as the price
has sky-rocketed.

For the moment, Government and the mining companies appear to be in denial. The
Permanent Secretary of the Ministry of Mines suggests, “The people of Zambia are enlightened
on the fact that in this current dispensation, where we say that the private sector should be
the engine of growth, that the private sector is there to make a profit. The paternalistic
approach to business that the ZCCM days had was of a socialist nature and belong to a
different realm of the world altogether. So the Zambian people are not unreasonably
expecting the old ZCCM approach. | think they have discarded that but nevertheless they
want to see that the new companies, within the expectations of a private sector economy,
will plough back something to the local communities.” @7).

The Government seems to believe that the local population will come on board if the
companies pay a little more tax and engage in a few more charitable activities. No doubt
both of these things should happen, and probably will as government and companies
attempt to respond to the 2006 election. However, evidence gathered for this report suggests
that well-founded popular complaints about the mining industry are based on bread and
butter issues: poverty wages, insecure terms and conditions, resistance to the legal right of
trade unions to organise, inadequate support for retrenched and retired workers and a
failure of attention to safety measures and environmental protection by the mining companies.
The companies have shown little interest in solving these problems since each of them results
from purposeful cost-cutting policies undertaken to maximise profits and dividends to
shareholders. This implies that, alongside collecting more tax and encouraging more
corporate social responsibility, the Government may need to break free of an obsession
with ‘investor-friendly policies’ and use their regulatory and legal powers to prioritise the
need and rights of workers and communities.



Policy Recommendations

This report therefore concludes with a series of policy recommendations to Government,
companies and donors.

It suggests that the Zambian Government:

Increases the tax take from mining companies.

Develops the political will and institutional capacity to effectively enforce existing
labour, safety and environmental legislation .

Urgently reforms labour legislation to overcome the culture of casualisation, union-
bashing and poverty wages.

Ends the culture of secrecy that surrounds the mining industry, publishing all of the
Development Agreements as well as companies’ annual reports.
Use subsidy, tax and tariff policies to develop manufacturing industries that maximise
value added to copper goods in Zambia rather than exporting primary commodities
with unstable prices.

Adopts, as a Constitutional commitment, a transparent and democratic process
of Parliamentary approval for contraction of future loans in order to prevent a
return to debt dependency or a mortgaging of Zambian democracy.

It suggests that Mining Companies

Make public commitments to respect Zambian legal frameworks and to co-operate
with regulatory bodies.

Open their books and operational records for public inspection.
Establish purchasing policies to benefit local companies.

Increase technology transfer of clean technologies that can reduce water and air
pollution around mines.

Work with local authorities to support health, education and other social programmes
to local communities.

Develop comprehensive company-specific malaria and HIV-AIDS policies.
Develop plans to manage the foreseeable closure of the mines as copper ore
deposits are exhausted.

Strengthen the Chamber of Mines as a representative body.

The international community should consider the following policy proposals:

WTO members should secure a fairer global trade regime to raise and stabilise
primary commodity prices.

Rich countries should stop using the WTO, bilateral free trade deals, aid and debt
relief to limit policy space for industrial policies.

Where Zambia does require aid financing to achieve its own plans and ambitions,
such funding must be provided in sufficient quantities, and without onerous
administrative and policy conditions.

Rather than constantly pushing deregulation international aid donors should allow
their support to be used to support an industrial policy that aims to create maximum
quality employment.



The Historical Role of Copper Mining in the Zambian Economy
and Society

From colonialism to nationalisation

One of world’s largest sources of copper ore is found on the border of Zambia and the
Democratic Republic of Congo, in a region known as the Copperbelt. Since the first
commercial mine was opened at Roan Antelope (how Luanshya) in 1928 copper mining
has dominated Zambia's economy. Under British colonial rule Northern Rhodesia (now
Zambia) was understood by the authorities principally as a source of mineral wealth to
support much more significant industrial, social, educational and governmental infrastructure
in Southern Rhodesia (now Zimbabwe). The mines were owned and managed by two private
companies, the Roan Selection Trust and the Anglo-American Corporation

When Zambia won its political independence in 1964 first President, Kenneth Kaunda, and
his United National Independence Party (UNIP) set up great hopes for development. Central
to these hopes was the rapid growth of the copper industry, driven by favourable world
prices through the late 1960s and early 1970s. Mining had transformed the Copperbelt
from an area of bush to a dynamic urban and industrial region, and with independence
and the growth of the sector, Zambia was seen as the model for a continent moving rapidly
towards political and economic independence, industrialisation and an end to poverty. In
1969, Zambia was classified a middle-income country, with one of the highest GDPs in
Africa, three times that of Kenya, twice that of Egypt, and higher than Brazil, Malaysia,
Turkey and South Korea (18). By 1973, Zambia had an urban population of 1 million out
of a total population of 4 million. 750,000 were in waged employment (19).

In 1968 President Kenneth Kaunda raised concerns that, from independence, the two
companies that owned the mines had put in litle new money. The companies claimed that
the royalty system by which they were taxed dissuaded investment. The Government responded
in 1969 by announcing the nationalisation of the mines. The Constitution was amended
through a referendum. All rights of ownership of minerals as well as exclusive prospecting
and mining licenses reverted to the state. The mining companies were forced to give 51%
of shares in all existing mines to the State. The two nationalised companies were combined
in 1982 to form Zambia Consolidated Copper Mines (ZCCM)

Kaunda’s philosophy, of ‘Zambian humanism’ focused on developing the potential of the
indigenous population and a series of ambitious five-year National Development Plans
aimed to direct the profits of newly nationalised copper mines towards building hospitals,
schools and universities and providing subsidies to state-owned manufacturing companies
and consumers. The colonial authorities had made little effort to develop educational and
health infrastructures and at independence less than 0.5% of the Zambian population were
estimated to have complete primary education. The country had just 107 graduates (20).
Since independence, during the years of good international copper prices, mining contributed
over 50% of the country’s foreign exchange and two-thirds of the central government
revenue (21).



The economic role and social functions of ZCCM

The mines also made a direct contribution to making the Copperbelt the most developed
area of Zambia. As early as 1929, the private mining companies had become responsible
for the provision of sanitary and orderly compounds to house employees (although European
quarters had added facilities, such as electric light and water). The mine managements also
supplied food rations for their employees, providing maize-meal, millet, rice, beans, meat,
fresh vegetables, peanuts and salt on a weekly basis. Hospitals with competent medical
personnel were provided in all mining settlements. The companies also provided recreation
clubs for employees with many sporting and entertainment activities.

ZCCM was seen as a reflection of the state’s developmental philosophy and supplied
amenities much wider in scope than those offered during the colonial period, including free
education for miners’ children, alongside subsidised housing and food, electricity, water
and transport. ZCCM literally operated “a cradle to grave” welfare policy, even subsidising
burial arrangements for the dead. Although the system is often referred to as ‘paternalistic’,
it should be remembered that these services were not all initiatives from the top-down. In
many cases improvements in terms and conditions and in the condition of living quarters
were demanded by the powerful Mineworkers Union of Zambia (MUZ) (22).

The mines did not just look after their workers, they provided services to the whole community.
The company managed the environment in the mine townships, maintained the roads and
collected refuse as well as providing cafeterias, bars and social clubs dotted over the mine
townships. They encouraged the growth of economic and social activities dependent on
miners’ incomes, such as shops, farms to supply food to the mine areas and other industrial
activities. Youth Development Schemes helped youths in the compounds identify the skills
they could pursue and formalise as careers. Women'’s clubs concentrated on home-craft.
Social casework agencies were charged with investigating social conditions in the townships.
By the time of privatisation, ZCCM had one or two hospitals at each of its operating division.
In towns like Nchanga and Konkola there were no government hospitals and non-mine
employees and their dependants relied on mine hospitals for access to medical services.

The crisis of the ZCCM model

Although major progress was made in the first decade of independence, developments
slowed when the price of copper collapsed after the first oil crisis in 1974, forcing Zambia
to borrow in order to maintain social provision. After the second oil crisis in 1979, interest
rates shot up and Zambia was thrown into a severe debt crisis. For twenty years the economy
collapsed at an internationally unprecedented rate as copper prices continued to fall relative
to the price of import?h Between 1974 and 1994, per capita income declined by 50%,
leaving Zambia the 25" poorest country in the world (23).

Throughout the economic crisis, ZCCM was treated as a ‘cash cow’, milked without
corresponding investment in machinery and prospecting ventures, and the mines suffered
from little investment, as had been the case before 1969. With little investment in exploration
and drilling, and a lack of spares in equipment and machinery, no new mines were opened
after 1979. The ore bodies within the existing mines were found deeper and deeper and
the cost of production went up. ZCCM production collapsed from a high of 750,000 tonnes
in 1973 to 257,000 tonnes in 2000 (24).



The Privatisation Process
The move to liberalisation

In the 1980s the World Bank and the IMF started to use the leverage that came with Zambia’s
massive debts to them, and its inability to fund government revenues from mining income,
to push the country to adopt economic liberalisation policies. Zambia accepted its first
conditioned loan from the IMF in 1973/4 and entered its first World Bank structural adjustment
programme in 1983. From that moment on, the IFIs have tightly policed Zambia's economic
policies. Zambia learned the hard way not to try and resist. In July 1987, facing protests
against the austerity measures in its adjustment programme the Government rejected the
conditions of its loan and instituted a ‘New Economic Recovery Programme’ that limited
debt-service payments to 10% of net export earnings. By September, Zambia’s refusal to
pay at the IMF’s preferred rate resulted in almost all of Zambia’'s donors deciding collectively
to starve the country of assistance (s5). Arrears to the IMF continued to stack up, and no new
money arrived. Within eighteen months the donors had made their point: the price of future
support would be compliance with donor priorities. The Government decided that it had
little choice but to accept, re-engaging the Bank and Fund, devaluing the currency,
decontrolling prices and cutting food subsidies (2s).

When Zambia accepted a new adjustment programme in 1989 donors started to come

back in. Nonetheless, it was too late for UNIP. Repeated urban food riots, industrial unrest,
and eventually the loss of support for the ruling party from the Zambian Congress of Trade

Unions (ZCTU) saw the unions form an opposition Movement for Multiparty Democracy
(MMD), headed by ZCTU leader Frederick Chiluba. They swept the board in elections in
1991 27).

Privatisation under the MMD and the role of external aid donors

The MMD owed its original momentum to trade union led resistance to structural adjustment.

However, by the time of the elections, the unions had made a wide range of alliances within

the business community, human rights groups and in civil society and the MMD ran on a

manifesto that promised to liberalise the economy and secure a new democratic political

dispensation. The Mineworkers Union endorsed privatisation partly because trade unionists
had suffered as badly as anyone else from the decline of nationalised companies, and saw
the need for new investment. They also wanted to be supportive of the MMD and saw
dismantling the state-owned industries as a way of challenging UNIP’s previous power base.
Finally, both unions and the MMD believed that the only way to get the country’s shattered
economy back on track was to win the trust of international banks and investors, and that

the only way to do that was to accept the donors’ demands.

Donors hoped that an energetic reforming government could lead the first popular privatisation
process in Africa. They aimed to support Zambia to become a ‘success story’ by ‘buying’
the MMD an extended political honeymoon with aid designed to cushion the social (and
political) impact as they pushed through a massive programme of economic shock therapy.
Over the first few years, aid money poured in (28), and the budget became more than 40%
donor dependent (29).



A huge range of economic conditions attached to the loans contracted as part of Zambia’'s
aid boom. Many of these related to the privatisation programme started from 1992, designed
to sell 280 parastatal companies. By June 1996, 137 had been sold, in a process that the
World Bank would recommend as a model for other countries because of its speed and
thoroughness (z0) and that others would condemn for the ‘looting’ (31), de-industrialisation,
deepening debt and increasing poverty that came with it. The non-emergence of a vibrant
private sector to step into the economic vacuum left by privatisation saw employment and
growth go into reverse, where they stayed throughout the 1990s. Foreign companies bought
up the largest and most viable firms with very little profit staying in Zambia. In 2002, the
World Bank also eventually accepted that despite massive lending and a massive adjustment
programme, “The supply response from the extensive privatisation of small and medium
enterprises was limited... outcomes could have been significantly better —in terms of faster
and stronger resumption of economic growth and reversal in per capita income and poverty
trends— if the relevance and efficacy of Bank strategy had been higher. Outcomes of many
Bank operations, and of the overall Bank program, were unsatisfactory.” (32).

Right from the start, the crown jewels of the privatisation process were understood to be
the copper mines. As early as 1993, Zambia’s second Privatisation and Industrial Reform
Credit (PIRC 11) from the World Bank required that the Government study options for privatising
ZCCM. A Germany Company, Kienbaum Development Services (GmbH), was contracted
to assess the options and reported in April 1994, recommending that ZCCM be unbundled
into 5 separate units. By 1995 the Bank (Economic Recovery and Investment Project (ERIP))
and IMF (Enhanced Structural Adjustment Facility (ESAF)) both extended loans that demanded
Zambia adopt and implement plans within this framework. The Bank repeated the demand

in 1996 (Economic and Structural Adjustment Credit (ESAC Il1)) and 1999 (Structural
Adjustment Fund (SAF)), as did the IMF in 1999 (Enhanced SAF) @3). Throughout the process,
the Government sought delays for technical and political reasons and the issue became a
sticking point in relations with donors, with repeated accusations of bad faith on either side.
Concerns were expressed by the Mineworkers Union of Zambia that unbundling of ZCCM
into a number of companies would leave the least attractive assets either with insecure
futures, or would leave the Government with significant assets on its hands. Better, they
concluded, to encourage one serious investor to take on all of the liabilities and all of the
facilities. The union was also concerned that introducing intra-company competition that
would drive down conditions of service for their members (34).

What broke the deadlock was Zambia's qualification in 1996 for the World Bank’s Heavily
Indebted Poor Countries (HIPC) initiative. This process for relief of un-payable poor country
debt established frequent hurdles (most importantly HIPC decision point and completion
point) for the country to clear, each of which involved an assessment of performance by IFI
staff before debt relief could be delivered. As each hurdle approached Zambia came under
pressure to push through more controversial privatisations. In most cases, the state stalled,
tried to appease domestic interests, and then eventually went ahead anyway, choosing debt
relief over domestic politics.

Once it was clear that sale of the mines was to go ahead, three key questions remained:
- How should the companies be regulated after privatisation?

- Which of the mines would be sold to whom?

- Under what terms would Development Agreements be signed with new owners?



How should the companies be regulated?

Throughout the privatisation period the Government was being encouraged by donors to
establish an ‘investor friendly’ policy regime. The most significant policy changes were
enshrined in the 1995 Investment Act (reform of the Act was a condition of the World Bank’s
1993 PIRC Il loan) and the 1995 Mines and Minerals Development Acts. The Investment
Act established the Zambian Investment Centre (ZIC) to assist companies through the process
of buying into the Zambian economy. It provides the general incentives that apply to all
investors as well as special incentives for investors in particular industries. It provides
assurances against forced acquisition of companies by the state, preventing a repeat of
Kaunda's nationalisations. The Act does away with foreign exchange controls, allowing
companies to take out of Zambia, without interference, all funds in respect of dividends,
principle and interest on foreign loans, management fees and other charges.

The Mines and Minerals Act of 1972 which regulated the nationalised industry was repealed
to give way to The Mines and Minerals Act of 1995. This provides for the particular incentives
for investors in mining. Under the Act tax paid for copper removed from Zambia — called
a ‘mineral royalty’ is charged at the rate of 3% of the net back value of the minerals produced
@35). The Act permits companies to minimise their income tax returns by allowing deductions
for investment in mining. It also provides relief from paying customs duties on imported
machinery and equipment. The Act does not specify the amounts of these forms of relief.
Rather, it permits the government to enter into ‘Development Agreements’ with specific
companies, under which they may extend more incentives than the Act grants, including
reductions in royalty rates.

It was not simply the World Bank and IMF that were pressing for these policies. The Permanent
Secretary of the Ministry of Mines reports prospective investors made specific requests. “The
private sector wanted concessions so that when they take over these assets they would be
able to recapitalise and at the end of the day, make these mines profitable. So in the Mining
Act you find provision for these concessions. The companies wanted to drive certain taxes
down. And this is how we came up with very low mineral royalties. Today | think we are the
lowest in the whole of Africa at 0.6% of gross turnover for mineral royalties. This is how,
over the period, we have pegged the company tax at 25% for the mining sector, compared
to manufacturing companies which are at 35%. And then on imports of capital equipment,
these things are brought in duty free if they are brought in for mining operations and for
exploration work in mining. Not only that we have made many items tax deductible when
you come to income tax calculations. Capital investment is tax deductible and the interest
that you pay on loans is also tax deductible. So the whole package is very, very attractive.”
(36)

Which of the ZCCM mines went to whom?

Two international consultants Rothschild, and Clifford Chance, advised on the practical
modalities of privatizing ZCCM 37). They suggested that the company should be privatized
in two stages. In stage 1, substantial majority interests in all ZCCM assets were to be offered
in a number of separate packages that would leave the Zambian state — in the form of a
company called ZCCM Investment Holdings (ZCCM-IH) - as an owner of minority interests
in companies controlled and managed by the incoming investors. In stage 2, the Government
would then dispose of all, or a substantial part of, its share holding. These shares were to
be offered for sale to the Zambian public as well as financial institutions in Zambia and
abroad.



The outcome of the tender process was that:

1. The Nkana mine and assets were packaged with the Mufulira mine and concentrating
and treating assets, to form the largest company - Mopani Copper Mines Plc (MCM).

2. The second largest grouping included the mines and other assets at Nchanga which were
paired with those at Konkola and Nampundwe to form a company called Konkola Copper
Mines Plc (KCM).

3. The smaller facilities at Baluba and Luanshya mines were put together with a concentrator
and the Mulyashi greenfield site. These were known as the Roan Antelope Mining
Corporation of Zambia (RAMCOZ).

4. The mining assets at Chambishi were split off from the other assets to form a company
called Chambishi Mines Plc.

5. The smelter at Chambishi was sold together with the acid and cobalt plants and the
Nkana slag dumps to form a company called Chambishi Metals Plc.

6. An acid plant, and the Kansanshi copper deposit were put together to form Bwana
Mkubwa Mines Ltd.

7. The mine at Kalulushi was sold as a firm called Chibuluma Mines Plc.

The mines have thus undergone three major phases. From their establishment to 1969, the
Mines were in private hands under the control of the Roan Selection Trust (RST) and the
Anglo-American Corporation (AAC). In the period after 1969, the mines were first nationalised
and then in 1982 merged to form ZCCM. Although ZCCM was a state enterprise, Anglo-
American, through its subsidiary, Zambia Copper Investments (ZClI) continued to hold 27.3%
of the shares and pre-emptive rights to buy back shares that the Government offered in
ZCCM at a later date before they were offered to anyone else.

Between 1997 and 2000, ZCCM was split up into seven different units and sold off. The
units were initially bought up by seven multinational mining companies, including Anglo-

American which chose to exercise its per-emptive rights, taking on 65% of KCM, a package
which included the right and expectation to develop the massive new Konkola Deep Mining
Project (KDMP). However, Anglo only waited until 2002 for the copper price to rebound,
before deciding that it wasn’t going to, and that there was not as much money to be made

in the short term from KDMP as they had hoped. Anglo, along with other minority investors
in KCM — the Commonwealth Development Corporation (CDC) and the World Bank’s

International Financing Corporation (IFC) completely pulled out of Zambia, handing the

mine back to state ownership and, in the process, threatening to bring a halt to production

at the country’s biggest asset.



The situation created a major panic for the Government, which was eventually relieved to
sell 51% of interests in KCM, in 2004 to a British/Indian company, Vedanta, at a knockdown
price. Anglo must have regretted their decision as much as the Zambian Government and
local workers. Within a year, the copper price rebounded spectacularly and Vedanta
immediately recouped their $25 million investment. Both Chambishi Metals and RAMCOZ
went through similar processes. They were initially bought by a South African firm Anglo-
Vaal and the Indian-led Binani Group respectively. Both quickly abandoned their investments
and the mines sat idle for three years before being acquired in 2004 by a little known Swiss
investor, J&W. J&W was a subsidiary of the Swiss company Enya, and the assets are now
held under that name. As the world copper price fluctuates, as it inevitably will under the
current global tading rules, investors make short-term decisions to maximise profit. Shares
and share-holding companies change hands rapidly and the ownership structure of all the
companies is still fairly fluid. This is particularly true of the biggest company, Mopani Copper
Mines, which continues to be run by a board whose membership reflects the shifting balance
between share-owners, including the Zambian state which still holds a minority interest via
ZCCM-Investment Holdings (ZCCM-IH). Fig. 1, below, shows the assets held by the different
blocs of private and then nationalised mines and then the percentage shareholdings of the
various private companies as ZCCM was privatised.
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Under what terms were Development Agreements signed with new owners?

The final and most important stage of privatisation was the negotiation and signing of
Development Agreements with each of the companies. These secret documents established
the terms under which the mines were sold, and the rights and responsibilities of the Zambian
state and the new mining companies. The original agreements were negotiated between
1997 and 2000, and a number of these are published online as annexes to this document
at www.minewatchzambia.com. Appendix 1 provides a comparison of the different agreements.
We do not have access to all of the original agreements or to those signed by subsequent
investors after the original investors exited, some of which involved amendments to the
originals. However, it is possible to identify key trends because much of the content of the
agreements has been cut and pasted between the different documents.

The Development Agreements and Tax

Despite the Mines and Minerals Act specifying that mineral royalties should be set at 3%
for those holding large-scale mining licences, the rate negotiated by most mining companies
is 0.6% of the gross revenue of minerals produced in the mining areas. The agreements
also allow companies to avoid paying a good deal of corporate tax by carrying forward
losses for periods of between 15 and 20 years on a ‘first-in, first-out’ basis, meaning that
losses made in year 1 of operations could be subtracted in subsequent years from taxable
profits. The companies were also granted deductions of 100 percent of capital expenditure
in the year in which it is incurred and were exempted from paying customs and excise duties
or any other duty or import tax levied on machinery and equipment. This exemption was
extended to other contracting firms importing machinery for mines development.

The government undertook not to amend any of these tax regimes after the agreement was
struck, for as much as 20 years. These ‘stability periods’ are a particularly important provision
because until they expire the terms of the Development Agreement are legally binding and
overrule any existing or future national legislation. If at any time during the stability period

either party feels that the other is not holding up their side of the bargain, they can refer
the dispute to an international arbitration process.

One financial measure is in place in the Development Agreements that aims to claw benefits

back to Zambia in cases where the global copper price increases significantly and the
companies start to earn major windfall benefits. These ‘price participation’ clauses state
that if the price of copper at the London Metal Exchange exceeds a specific benchmark
(US$2700 per tonne), then the Government starts to claim back a percentage of each sale

made. However, the impact of price participation clauses is minimal because the payment

to the government is again deductible by the companies for income tax purposes. This
implies that as government starts enjoying income from price participation, the income tax

payable by the companies will be reduced.

The Development Agreements and the Environment

Copper ore is separated from the rocks in which it is found by being crushed to a powder

and floated in acids to separate out. This process produces a powdery substance called
‘concentrate’ which is dried out and then heated in furnaces called smelters to produce
molten copper which can be shaped into sheets known as ‘cathodes’. By-products of the
process include liquid effluents made toxic by heavy metals and smoke from smelting which
includes SO2, sulphur dioxide, which if released into the atmosphere in high concentrations

causes human respiratory illnesses and combines with water to form acid rain which corrodes
metal roofs, kills trees and lakes and prevents many plants from growing.



Through the ZCCM era Government targets were set limiting the amount of pollution from

the mines going into the rivers and atmosphere. If ZCCM overran these targets, fines were
paid by the company to the Environmental Council of Zambia (ECZ), both as an incentive
not to pollute, and to help to pay for clean-up. However, the Development Agreements
contain significant exemptions to these laws. During their stability periods, so long as the
companies do not discharge pollution in excess of what ZCCM was discharging, they will
not be held responsible, even though ZCCM would have been fined for the same behavior,

and even though it may constitute a criminal offence.

The companies also used the negotiations to ensure that they took on only ZCCM assets,
and not its liabilities. So, where the ZCCM Division being purchased had created, for
example, a dam to store toxic ‘leachings’ or a slag heap that the new company did not
think they could make use of, they refused to take on the dam or heap, leaving long-term
environmental management with the Government. These dams and heaps are both damaged
by the seasonal tropical rains of the Copperbelt region and need to be stabilized, through
planting of trees on heaps and maintenance of dam walls to ensure that they are not eroded
such that toxic waste floods local homes and fields. The companies also negotiated that,
for those assets that they did take on, they should only have responsibility for clean-ups
caused by ‘current pollution’. Where for example a river is silted or polluted with heavy
metal deposits, the companies are now able to deny responsibility for their own pollution,
claiming that it is historic, and to refuse assistance to much-needed dredging and clean-
up projects.

These exemptions under the Development Agreements were granted to companies on two
conditions. They had to agree to prepare an Environmental Management Plan that would
be accepted by ECZ, and then to report regularly on their implementation. As will be
discussed, this system has not operated effectively to replace the previous systems of
regulation, not least because at least one company has simply not submitted a plan for
approval, leaving ECZ with nothing to police.

The Development Agreements and responsibility to workers, communities and local

economies

As discussed throughout this report, since privatisation, there has been widespread

disappointment at:

- the performance of the new companies and municipal authorities in providing
social infrastructure that was previously the responsibility of ZCCM,

- the lack of opportunities for local staff to step into management positions and to
receive training,

- the collapse of ZCCM procurement and sales procedures designed to increase
linkages to the local economy.

Because the Development Agreements were secret, it is widely assumed on the Copperbelt
that the privatisation process did not impose any responsibilities on the companies to
continue with ZCCM policies in these areas. However, on inspection of the Agreements we
have found that the situation is not so straightforward. The introduction to each of the
Development Agreements suggests that the aim of the agreements should be to ensure that
the country benefits from mining. For example, MCM'’s Development Agreement reads:
“GRZ wishes to ensure that the continued development and exploitation of the commercial
deposits of copper and cobalt ore at the Facilities’ mines, together with the development
and operation of the smelter, refinery, concentrators and cobalt plant will secure the maximum
benefit for, and adequately contribute to the advancement and the social and economic
welfare of, the people of Zambia, including the people in the vicinity of the Contract Area
in a manner consistent with their needs and the protection of the environment and, at the
same time, secure an appropriate return on investment for the company, commensurate
with the risks involved for the company.” (3s)



In cases where the ZCCM Division being taken on was associated with particular schools
and hospitals, even women'’s groups and sports clubs that were being sponsored, or stretches
of road for which the companies are responsible, the Agreements tend to either transfer
these responsibilities to the new companies, including monitoring mechanisms to ensure
prices and standards are maintained, or to assert how labour and costs for maintaining
the systems will be divided between the company, the local authority and service users.
Detailed charts of the number of school places and hospital beds available at the moment
of transition, the budgets of the institutions and the number of professionals employed in
them are provided in annexes to the Agreements. The Agreements often include requirements
that the companies guarantee free provision to retirees and workers’ dependents, although
they usually allow the company to charge the wider population for what may previously
have been free services. It may therefore be that some of the problems now seen relate to
failures of implementation and regulation. Others may have been caused by the Development
Agreements failing to specify all of the services previously provided by ZCCM — for example
preventative health services, rather than making no attempt to transfer responsibilities for
social aspects of ZCCM's work.

Similarly, disappointment over lost contracts for local companies has sometimes been
blamed on the government allowing new investors to give up on marketing and sales,
licensing, tendering and contracting systems established under ZCCM and designed to
favour local businesses. In fact, in many of the agreements, complex arrangements are put
in place whereby the companies have responsibility for maintaining these systems. These
include the establishment of committees to monitor the implementation of local sourcing
policies, with the ability to challenge mines to explain cases where local suppliers are failing
to win contracts. In some cases, the Agreements establish benchmarks and targets, for
example, supplying a certain percentages of copper cathode produced by the mines to local
manufacturers that need copper inputs. Again, rather than being the case that the privatisation
process ignored these concerns, it seems that few of these committees have been established,
let alone functioned effectively.

It appears that those companies that concluded their agreements later have secured more
beneficial terms than those that signed earlier, for example paying just 25% corporate tax,
rather than 35%, and winning stability periods of 20 years rather than 15 (39).

The Development Agreements and Official Secrecy

Underpinning many of the problems discussed in this report is a culture of official secrecy
which makes it difficult for citizens to access data and documentation and thus to put pressure
on the companies or Government to deliver greater benefits. Most serious is the lack of
access to the Development Agreements. Almost a decade after the first of them were struck,
trade unions, MPs, local government, even the regulating authorities that are supposed to
keep the companies to the promises they made in the agreements have not been allowed
to see them. Although throughout the research for this report most government departments
and companies have been very willing to talk openly on a range of non-statistical issues,
documents and hard data are much thinner on the ground. Investment, production,
employment and profit figures for some of the firms are not recorded clearly in annual
reports. We have been unable to provide data on contributions to national tax take from
each of the companies. Although the mines make annual or periodic reports to, amongst
others, Mines Safety Department, the Ministry of Mines, the Zambia Revenue Authority, the
Bank of Zambia and the Environmental Council of Zambia these reports are not publicly
accessible. The ECZ consultation process on Environmental Management Plans appears to
be one honourable exception to this general rule, although this is also not well publicised.



An inability to access the contents of the agreements presents genuine problems for trade
unions in performing their basic task of negotiating on behalf of workers. As early as 1999
MUZ wrote to the Minister of Labour, concerned about casualisation of the workforce at
Chambishi Mines. They wrote, “We hereby want to bring to your attention some strange
labour practices at some of our newly privatised entities which practices, if left unchecked,
will reduce this country’s labour forces to a level of pauperisation. As a union, our job to
confront these issues and monitor the practices of the new investors with regard to the
interests of our members has been impaired by our inability to access the sacred sale and
development agreements... As a result we are in no position to monitor what was pledged...Our
members at Chambishi through the branch have brought these concerns to the attention
of the new management, whose response is that whatever they are doing was agreed in
the Sale and Development Agreements... As a union we are beginning to see the early
seeds and genesis of intractable industrial disharmony if some of the investors are allowed
to transplant in this country apartheid-like labour practices.” (40).

Problems in the negotiating process

All of the mining companies interviewed recognise that the Development Agreements they
secured are extremely favourable, and that the ‘investment climate’ in the country is
exceptionally generous. With global commodity prices as high as they are now, all firms

are set to make handsome profits. As the new CEO of Luanshya Mining Plc put it, "Going
though the Development Agreements for the two companies which we own, Luanshya
Copper Mines and Chambishi Metals, | would say they are very fair, very reasonable... It

must be one of the more attractive places to invest in globally in terms of new mining

ventures." (a1). The question for this report is whether the new situation is also attractive for
mine-workers, Copperbelt communities and the Zambian economy.

The tax and environmental concessions in the Development Agreements partly reflect the
fact that the principal aim of privatisation — establishing an attractive investment environment
to bring in new money - was prioritised above ensuring that new investors accepted
responsibilities to share in the wealth that would flow from their operations. However, the
concessions also result from the fact that Zambian negotiators found themselves in a weak
posmon in the discussions.

The mines were sold when the price of copper was so low that ZCCM was making

year-on-year losses. This made it a buyer’s market, and the assets were given away

cheaply with few strings attached.

The Government was being pushed by the World Bank to sell. Potential purchasers

knew this, and although the state did delay for several years, companies did not

need to bargain in fear of Government refusing altogether.

Although the Government stated that one of its objectives for the privatisation was
that it should be a transparent process, consistent with good order in the industry, and the
World Bank and IMF, who oversaw the talks, claim to be in favour of good governance and
transparency, the process was extremely secretive. There was no consultation with stakeholders
or public discussion of the terms of the agreements. This weakened checks on the state
negotiators, and allowed the companies to brush away any concerns the state might express
about public perception of or resistance to the deals. MUZ did have brief discussions with
the Ministry of Mines, but the Ministry was not leading the process (2).



Whatever the weaknesses of Zambia's negotiators, there is no excuse for massive multinational
investors to blackmail one of the world’s poorest countries to provide special concessions
from its national laws. Many companies are signed up to the Organisation for Economic
Co-operation and Development (OECD) guidelines on investment, which are designed to
promote good corporate citizenship. These state clearly, “Enterprises should refrain from
seeking or accepting exemptions not contemplated in the statutory or regulatory framework
related to environmental, health, safety, labour, taxation, financial incentives or other issues.”
@3). However, the Chamber of Mines of Zambia is quite brazen about the companies’
lobbying effort, stating, “The investment climate that prevailed in the country at the time
was not attractive to Foreign Direct Investment (FDI) and since by necessity mining operations
are long-term the new investors demanded, as a matter of prudence, for special conditions
in the purchase conditions.” (44).

Successes of privatisation

The Zambian Government is clear that the privatisation strategy has worked. The Permanent
Secretary of the Ministry of Mines argues, “It has been very, very successful. Closed mines
have opened up, new mines are coming up, and the existing mines were limping and they
are all doing very well.” @4s).

New money

This is a fair description of the current ‘boom’ in Zambia. Under ZCCM, facing historically
low global copper prices, the industry was desperately short of investment and was dying
on its feet. Significant investment has now been delivered, re-invigorating the industry and
increasing production. Despite criticisms of the privatisation, even the Mineworkers Union
of Zambia (MUZ) recognises that, “Since 1998 we have close to $1.4 billion which has
gone into the mining industry, into refurbishment of plants, and purchases of spares and
machinery. So one sees that privatisation addressed capitalisation, the issue of refurbishing
and the issue of exploration and drilling. It has shown in increased copper production.” ().

The companies themselves are also keen to point up that they are delivering their most
significant responsibility: providing the finance to rehabilitate the industry and create

employment opportunities and income for the country. The mining industry’s representative
body, the Chamber of Mines, claims that, by 2005 the companies were putting in over

US$350 million a year. See Appendix 2.

Higher production

Reflecting the new investments, production has rebounded, although available figures
suggest that this rebound was only to 400,000 tons by 2004, which is certainly higher than
the figure in the last few years of ZCCM, but is not unusually high in the history of the
Zambian industry. Production in 1982 was 591,853, and dropped gradually throughout
the 1980s to 415,645 tons in 1989. From then on, production fell steadily through the
1990s to just over 250,000 tons before starting a revival in 2000. Appendix 3 suggests that
2005 production was slightly above trends in 1990.

However, several companies have significant plans for future investment, which will increase
production and result in employment creation. The Chamber of Mines predicts production
may be as high as 600,000 tons in 2006, a figure never bettered in ZCCM'’s lifespan from
1982-1997, and that by 2009, it may even reach 800,000 tons (7).



New mines

These figures are partly possible because the investment will lead to the opening of new
mines for the first time in twenty-five years. Lumwana, which will be the biggest mine in
Africa, is currently under construction in a green-field site in North-western Province. As the
Permanent Secretary at the Ministry of Mines notes: “It was a rural area, in the bush. Now
the standard of living is becoming comparable to what is on the Copperbelt. That's the
nature of large-scale mining - it just transforms a rural area into a high standard of living.
The Copperbelt was rural at one time. It's there like that now because of mines." (4s).

The other prestige project underway is the Konkola Deep Mining Project (KDMP), owned
by Vedanta at KCM. KDMP is sensitive because of high hopes for the project, and the bitter
experience with Anglo pulling out. However, management are adamant that the project is
now going ahead. The Resident Director claims, “Vedanta has been here one year and has
committed $750m, placing orders for $400m. Major future projects include KDMP, a
concentrator aligned to that and a smelter at Chingola. Nowhere else in the world in one
year would someone commit this much. In our Development Agreement, we commit to
preparing a feasibility report on KDMP by December 2006. But we bypassed that option
and straight away went for the investment. We have already selected the technology, and
placed orders.” (49). Vedanta are emphatic that they will not be making the same short-term
miscalculation as Anglo and dropping KDPM half-way through: “There is no possibility.
Everyone knows the current price bubble will burst one day, but there’s no danger that the
project will run away. Even at 90c [per Ib of copper — the current realised price is approximately
$4 per Ib], the project is viable. The success will be huge once the project is done.”(s0).
However, recognising that more money is going in, more copper is coming out, and more
mines are on the way, does not tell us whether privatisation alone provided this boost to
the industry or whether price increases were equally or more important.

Although many of the new mining companies have made major investments ahead of
returns, investing sums that were not likely to have been available to ZCCM, other have
not, preferring to keep previous operations running on old plant and old systems, and
extracting maximum profit as quickly as possible. This was particularly true during the years
when the copper price was relatively low, suggesting that the companies deserve less credit
than they sometimes suggest for the ‘risks’ they have taken. As shown in Appendix 2 the
Chamber of Mines own figures show that, in its last seven years, 1990-1996, ZCCM’s
investment in the copper mines was running at around US $125 million a year. Following
privatisation, for the next seven years, 1997-2003, under the new investors, this average
figure crept up to around $135m. As discussed above, during this period, three of the seven
initial investors pulled out of the country without making any significant investments, in the
process threatening to bring the industry to a complete halt. The investment boom thus only
really started in 2004, after the world copper price explosion started. In the period 2000-
2003, the average copper price on the London Metal Exchange languished between $1,558
per tonne and $1,815. As shown in Appendix 10, over the next two years, this price doubled
to $3,684 per tonne. Unfortunately, both free-market ideology and the companies’
Development Agreements give companies the perfect right to make such calculations based
on short-term profitability rather than taking a long term perspective. The Development
Agreements do include commitments on the companies to invest certain sums. However,
they also contain clauses that allow the companies to withhold finance, or to pull out of the
mines entirely, as some of them have, without any penalty, entirely on the basis of the
companies’ own calculations about the commercial viability of the mine in the short term.



New profits

It is perhaps unsurprising then that the new investors are themselves now making significant
sums. Although MCM claim that they are still investing, rather than taking out profits, First
Quantum’s net earnings exploded from $4.6 Million in 2003 to $152.8 Million in 2005.
First Quantum returned approximately 10% of the 2005 after tax profit to shareholders,
who were also rewarded with exceptional share price performance. Since 2000, First
Quantum’s shares have returned more than 1,000%, or an average annual rate of 200%
51). As the company’s 2005 Annual Report notes, “As good as 2005 was, 2006 is shaping
up to be a better year for the Company. Copper production is expected to climb to
approximately 200,000 tonnes (441 million pounds), a 68% increase over 2005. To date
in 2006, copper prices have risen well above $2.00 per pound and this will provide a further
increase to our already healthy profit margins.” s2). By November, the company was reporting
that profits in the third quarter of 2006 were triple those in the same period in 2005. First
Quantum was selling copper at an average of $3.17 per pound, more than double the
price it was achieving a year earlier (s3). Similarly, KCM’s operating profit increased from
$52.7 Million in the year to 2005 to $206.3 Million in 2006 (54).

Having recognised the success of privatisation in re-capitalising the industry, a MUZ
representative thus went on to note that investment, “occurred at a time when copper prices
rebounded and rose. These price levels were almost inconceivable, almost unimaginable.
We didn't predict that the copper price would ever reach that. So when it did, we found

ourselves with a mountain to climb in terms of us taking advantage of the new market and

the new copper price." (ss).

The Impact of Privatisation on Mine Workers

Mass redundancies

Perhaps the greatest impact of privatisation on the Copperbelt is the mass unemployment
that it generated. The historic peak of employment was 1976 when 62,222 worked in the
mines. Although the industry declined over the next fifteen years, employment stayed at
similar levels, and in 1991 stood at 56,582 s6). From this moment, the Government
declared the workforce bloated and, as part of the process of preparing the mines for
privatisation, implemented a significant retrenchment programme. Employment levels had
fallen to 31,000 by the sale of the first mine in 1997. s7) However, after privatisation, the
workforce was cut by another third almost immediately and total employment dropped to
19,145 in 2001 (s8). According to the Chamber of Mines the numbers of people in direct
employment by the mining houses has since increased slightly, to 19,900 in 2004 (s9).

Unpaid Pensions

Asked whether state negotiators would adopt the same approach to negotiation of the
Development Agreements if they could go through the process again, the Permanent Secretary
(PS) of the Ministry of Mines and Minerals Development commented: “We would do it
differently. There were a large number of people who were being laid off in the process of
privatisation to the extent that the general public felt like, what was in it for them in the
privatisation? It was like foreigners were just coming over to take over and run and get fat
cheques while the local people were thrown into unemployment and they were not seeing
anything coming on.” e0). However, it was not simply the unemployment created by
privatisation that was unpopular; it was the manner in which redundant workers were dealt
with. The PS continues, “The companies in general did not want to take on the labour
liabilities that were under ZCCM, to provide terminal benefits after someone has worked
for years. They prefer the situation where the cut-off date would be when they move in.
From that date, the people they have as their employees, they will take care of them. But
for those who worked in ZCCM and whom the companies did not want to take over because
they felt it was a bloated labour force, Government had to take care of that.” (61)



Handing responsibility for ZCCM liabilities to Government may have seemed like a logical
step, encouraging new investors that they would not have to taken on additional costs.
However, he also notes that the strategy was not appropriate to the Zambian situation:
“That was a time when government coffers were not that good. We had a heavy external
debt and the IMF and World Bank and co-operating partners at that time agreed with us
that when we framed the budget, priority was to be given to debt service. So to address
some of these concerns it was very difficult, because we did not have money. So if we were
to go back to the period before privatisation and we had this knowledge we would have
done it differently. As things stand up to now we are getting complaints from the mining
sector that the pensions that you gave us are too little, and we want more, that we have
not been paid and we would like to be paid." 62). It was not simply the treatment of financial
issues that created so much resentment about the redundancies, it was also the manner in
which it was dealt with. As the General Secretary of NUMAUW explained, “Retrenchment
some years back was not a common word. It was retirement. Then, about a year before |
was going to leave, the company would come. | would be asked where | was going to stay
and what | was planning to do. If | wanted to go into fishing, | would be maybe sent to a
class with a renowned fisherman, so that, when | got to my village, | am not going to struggle
or starve in that place, old as | am, with energy exhausted, | am going to be able to make
a life. Retrenchment today: Bring the keys. Part company. Come next week and collect the
cheque. Inhuman.” (63).

Casualisation and poverty wages

As discussed, at the moment of privatisation, most of the new investors started by stripping-
back the labour force to the bare bones, and although they have since very slightly increased
their total employment levels, rather than taking on permanent workers they have tended
to either offer fixed-term contracts with no job security and no pension, or to sub-contract
much of the work out. Since privatisation, almost all of the growth in employment in the
mines has been for those employed by contracting firms. This number increased from 2,628
in 2000 to 11,536 in 2004 (s4). Because of the variations in types of contracts offered, it is
difficult to calculate exact numbers of people working in the industry under different terms
and conditions. However, based on interviews with mine management in the five firms that
make up the lion’s share of employment, we believe that for these five companies, as of
September 2006, there at least 21,000 workers on pensionable contracts at the mining
houses, another 16,000 employed indirectly via contracting firms and at least 1,900
employed by the mining companies on either fixed-term contracts or as seasonal/casual
labour. While on average just over half of all those working in these mines are on permanent
contracts with the mining houses, Chambishi Mines (owned by the Chinese state-enterprise
NFCA) operates a highly unusual system in which of 2,200 workers, only 52 have permanent
contracts. The shares of workers under different terms are shown in Appendix 4.

In most companies, jobs such as ‘development’ (digging new seams) have been passed on
to sub-contracting firms. This has meant that many ex-miners have been hired to work on
the same site as they previously worked, but this time indirectly employed via sub-contracting
firms. As MUZ officials note, these workers are “doing almost the same development jobs
or the same mining jobs. But this time on fixed term contracts - three months. Without the
union. On a lower wage. No patient cover. No housing, but they are given a housing

allowance. Basically none of the fringe benefits that would have accrued.” (65).



As shown in Appendix 5, wages at the various mining houses differ. However, at only one
of the mining houses — Chambishi Metals - were wages of the lowest paid unionised workers
in January 2006 above poverty levels established by the Basic Needs Basket (BNB). The
BNB is a figure generated by monthly research by the Jesuit Centre for Theological Reflection
(JCTR) into the cost for an average Zambian family of six of basic food items and non-food
items such as charcoal and soap, and costs of housing, water and electricity, education,
health and transport to work es). At the worst paying of the major mining companies,
again that owned by NFCA, only the very highest paid of the unionised work force will be
able to cover these expenses from their wages, and the poorest paid are earning only just
above the costs of the Basic Food Basket (BFB), a figure which covers food items alone. This
suggests the levels of hardship that mineworkers are now suffering.

However, as shown in Appendix 6, wages at two of the most significant of these sub-
contracting firms, Pro-Sec and Mpelembe Dirilling, are approximately half of those offered

at the biggest mining company, Mopani, for the same task. The terms and conditions of

full-time workers at these sub-contracted firms are also significantly less favourable than
those at the mining houses.

Furthermore, even those staff working for the sub-contracting firms are not all accepted
onto these terms and conditions. At Mpelembe Drilling, the permanent workforce has been
hovering at around 600-800. Over and above that there are over 1,000 fixed-term contractors
who, according to MUZ, are shifted across short contracts working in many cases more
than a year at a time without job security or pension provision. Employers have resisted the
right of unions to organise workers, and recognition of the rights of those on rolling short-
term contracts to representation and job security. MUZ report, “We went to them and said,
‘from our perspective, these are people who are with you, for as long as these permanents
are’. And management up to today is still consulting.” MUZ has, however, been more
successful in unionising the staff at Pro-Sec (67)

An extremely hierarchal system of employment has developed with terms and conditions
of workers performing the same tasks, often in the same mines, varying wildly. While the
total wage and the pension scheme are probably the most significant differences, most
contract workers will not have access to medical insurance or free treatment for their
dependents, while most permanent workers will. The range of allowances on offer from

each employer is different but certainly workers on fixed-term contracts and those working
for sub-contracting firms see fewer perks, if any.



Casualisation and safety problems

Unequal terms and conditions for workers doing similar jobs are almost certain to generate
significant resentments. It also has negative effects on safety within the mines. Officials
within Mines Safety Department suggest that although overall, the safety record in mines
has improved since privatisation, the exception is in the use of sub-contracted staff. For
example, many contractors work in ‘development’, the process of preparing new tunnels
for mining. Development is carried out under ‘support compliance’ regulations that require
that as they dig into a new tunnel, miners should not be asked to work in an unsupported
roof-span of more than 2 metres, in order to avoid rock-falls. However, Mines Safety
inspectors report, “you will find that somebody has gone mad and developed 20 metres,
because you know most of the development is nhow done by contractors who are paid by
the metre, so they go mad developing and they leave people exposed without support in
the roof sheets. That is the most common accident - rock-fall. Sure enough you go there
and you find someone is just scratching their heads - and they say, ‘sorry, | was under
pressure.” So, my biggest worry is the use of contractors. When | joined the mines, all the
work used to be done by the mining companies themselves. Development, timbering. etc.
But with the coming of the new investors, they believe in out-sourcing. To me some of it has
got to ridiculous lengths. It was all done for the sake of reducing the labour costs and
overheads. The mines come to an arrangement with the contractors that they pay them so
much for the work done. But we have got greedy contractors who will not pass on the
salaries to the workers - they pay them the minimum wage. But to me a worker who goes
to work hungry, he is an unsafe worker. Half the time he is distracted.” (es).

Casualisation and problems organising and representing workers

In a situation where the formal regulatory bodies, such as Mines Safety Department, are
severely under-funded, unions should be able play a key role in exposing abuses and in
pressuring for safer working places and better terms and conditions. However, privatisation
has also decimated the unions themselves, affecting the total number of organised members
and creating financial crises for the institutions. Current membership of the Mineworkers
Union is 16,000 while a new union, NUMAUW has emerged since privatisation and now
claims 4-5,000 members.

Both unions have faced significant difficulties in organising workers employed by the sub-
contracting companies. As MUZ report, “Our members went into ProSec, went into Mpelembe
Drilling. Well, we thought, no, these are the same members who are now bringing down
the average wage, former MUZ members. We had no choice but to go into new areas that
we never used to consider for unionisation. What has happened, we have met stiff challenges.”
(69). Zambia’s weak labour legislation makes organising workers, particularly setting up
union branches in new workplaces, difficult. Unions cannot simply go into a company and
announce that they want to recruit. Rather, before recognition can be considered, the union
must identify a ‘shadow committee’ of employees. However, the experience of MUZ organisers
is that once such a committee is established, firms have simply sacked those staff that
constitute the committee, sending a clear message to the workforce that unionism will not
be tolerated. MUZ representatives report that they are having to adopt underhand tactics,
“The moment they are publicly known we have ended up finding that the whole shoot are
dismissed. So, when you go there, once you have identified a shadow committee they have
to clandestinely organise." (70).



Even once a workplace is organised, taking collective action remains a significant challenge.
Where unions and employers are negotiating and there is a dispute, both parties have to
agree on the next course of action to take. As MUZ representatives have it, “It is a process
co-managed by the victor and a victim.” 71). Even if the union decides to strike, and secures
a 2/3 majority of members, they must still wait 10 days before the strike. Within the 10 days
the Minister has the power to go to court and declare that that strike is not in the public
interest. Although most employers recognise the Zambian trade unions as extremely
professional and reasonable, industrial relations on the Copperbelt have been extremely
conflictual. This has occurred in part because, in the absence of labour laws that enable
unions to effectively represent their members, members take things into their own hands,
frequently downing tools in wildcat strikes.

Company approaches to casualisation

The Chamber of Mines claims that offering fewer and fewer workers living wages, job
security and a pension is ‘international best practice’. They argue “the world has been
reduced to a global village where multinational companies’ practices are being replicated
in all countries of investment and Zambia is no exception. It is recognised that for the mining
companies to remain competitive at the international level, they have to adopt internationally
accepted best practices. One such practice being that of engaging the best placed companies
in terms of technological competence to perform certain jobs e.g. to use suppliers of LHD
loaders to operate and maintain them, use of manufacturers of explosives to do underground
development. The nature of employment is gravitating towards contractual engagements
to facilitate a situation where companies are left to perform only those functions in which
they have a comparative advantage. This is, however, not being done at the expense of
formalised recruitment procedures as all companies are expected to abide by the labour
laws.” (72).

The mining houses differ as to whether they have any responsibility to regulate the contractors
that they use.

KCM take the view that the labour conditions amongst sub-contracted labour forces
on their site are none of their business. The Resident Director claims, “I can't tell these
contractors what they should pay these people. | will choose the one that submits the best
guote, and then they must be paying according to the laws of the country. If they don't follow
the law, then | can take action against them.” (73).

. Similarly Luanshya Mining suggest that as long as their contractors are operating
within the law, the company has no further responsibilities, and that keeping the employment
legislation flexible maximises the number of workers employed in total: “When one talks
about basic benefits like medical etc. | am very strong that that should never be neglected.
In other words, we should not ever be in a situation where we are talking about slave labour.
The normal labour laws should and do apply and the labour laws are pretty clear as well.
But | would caution that it's probably not appropriate at this time to actively pursue formalising
that sector.” (74).

Chambishi Mining, on the other hand, suggest that the legislation is not clear. This
is perhaps unsurprising since Chambishi have repeatedly pushed the legislation to its limits
and, as discussed above, make massive use of fixed-term contracts and external contractors.

. Mopani CEO Tim Henderson, claims to have adopted a completely different attitude.
“The casualisation came about where there used to be what you call labour hire companies
and you would go out and guys would just hire anybody and give them to Mopani. And

we got rid of that. They either have to be working for that person or they have to be working
for us. The other thing we brought in about 18 months ago, we turned around and said

contractors have to pay 85% of Mopani's average wage.



So we are not accepting workers coming in at 40-50% of Mopani's wages. We don't want
to have people out here complaining and we don't want the Government com'wg out here
and saying it's slave labour.” (7s). Despite this policy, it should be noted that on 15" November
2006, contract workers at Mopani, hired via Prosec, went on strike in protest at low wages.
The figures workers quoted were significantly below the levels Mopani claims to guarantee
(76).

Government approaches to regulation of safety and labour issues

As described above, in a relatively wide range of areas, both Zambian legislation and the
Development Agreements signed with the mining companies should provide leverage for
the state in improving the behaviour of the mining companies. However, the state has
appeared to lack both the political will and the technical capacity to do so.

The Chief Operating Officer at Luanshya Mining noted that the companies have to submit
annual reports to the Mines Department on how they are meeting their commitments under
the Development Agreements: “Mines Department used to come back with detailed comments,
but now they don't.” (77). For example, the Mines Safety Department is supposed to take
part in the formulation of new regulations and manage an inspections regime that secures
effective implementation to mining regulations, the Explosives Act and mines and minerals
environmental regulations. However, the Department is woefully under-funded and performs
an almost exclusively reactive function, inspecting the site of accidents after the event. None
of the companies interviewed felt that the Department performed an effective function in
terms of pro-active inspections or advice to companies. The Department is not even managing
to play its role in formulating regulations. Mines Safety and Explosives Regulations were
revised in 1996, but the legislation has never been implemented due to a shortage of legal
draftsmen in the Department of Mining. While this may not have directly affected the fatal
accidents occurring within the mining sector since privatisation, because the changes can
be issued to the mines on a non-legislative basis, through ‘Safety Letters’, the failure to
incorporate these letters into legislation reflects the moribund state of the institutions. This
can also be seen in the weakness of its staffing, infrastructure and hardware (7s). The
Department has recently been provided with four new vehicles by Government, which has
made a significant difference to their ability to inspect. Sadly, it appears that this development
was prompted by the outcry in the country about the inadequately funded Mines Safety
Department which has been seen as contributing to the high number of fatal accidents in
2005 rather than by a long-term strategy for building up the Department.

Health and safety practice across the mining industry is extremely uneven, and high fatality
rates in the privatised mines, as well as incidents of lax safety implementation are constantly
raised by workers and residents as one of the litany of complaints against mining companies.

Failures for example to provide straightforward safety equipment, such as work boots and

hard hats are widely reported, although we have not gathered independent evidence of

such claims. In 2005 there were 78 fatal accidents to October (79).

Labour issues should also be regulated by the Department of Labour Affairs and by the
Labour Commissioner. However, significant problems persist. The IMF may have misread
the legislative situation, but its perception probably reflects the common views of mining
sector employers. “Because the law no longer makes it an obligation for employers to
recognise trade unions, there has been a growing anti-union tendency among new investors,
some of whom have abandoned workers without paying them severance allowances.” (so)



Historically, as the Permanent Secretary at the Ministry of Mines describes, the state has not
used its regulatory powers to enforce legislation, attempting instead polite dialogue with
the companies: "What we have observed is that some of the mining companies are flouting
our labour laws. We could go with an iron hand and just do what is legal. But we have
opted to talk to them first, to educate them so that they understand our labour laws, and
understand that in whatever country they go to they will find the same demand that you
have to respect the labour laws of that country.” 1. In some cases, it may be that this
dialogue approach works. Mopani's Chief Executive says, “The Government have been
here on a couple of occasions and brought up this casualisation of labour with us but there
is no law or anything they can say you've broken this and you've got to do that. We
occasionally have these meetings, these things get brought up and because those things
have been brought up then something might happen - so we decide whether we're going
to change things anyway. So we've gone and changed certain conditions and certain rules
and regs irrespective of what might come out.”s2)

However, frustration at the refusal of all mining companies to end casualisation and respect
worker’s rights is increasing. At the moment, even in cases where unions have succeeded
in establishing new branches, in many cases the employers have refused to recognise them
or allow contract labour to be represented, although this is clearly a breach of the Zambian
Labour Relations Act. In the face of ongoing company resistance, the Labour Commissioner
was forced in 2005 to issue a memorandum clarifying that such employees have a clear
right to representation.

The circular read in part: “There appears to be a great deal of uncertainty among the labour
market parties with regard to the rights of employees in respect of Trade Union membership.
Many employers and employees’ representative organizations hold the view that casual
employees including those serving on probation and fixed term contracts are not unionisable.
It has come to my notice that this belief has reigned for a very long time indeed and | feel
duty bound to clarify the matter. Under Section 5(1) of the Industrial and Labour Relations
Act... every employee shall have the following rights:- (a) the right to take part in the
formation of a trade union; (b) the right to be a member of a trade union of that employee’s
choice...”"Employee” is defined as meaning any person who has entered into works under
a contract of employment with an employer whether such a contract is express or implied,
oral or written, or serving on a probationary period of employment, a casual employee,
an employee specifically engaged on temporary basis for work of an intermittent or seasonal
nature... The issue of casualisation of labour should not prohibit the unionization of any
category of employees because as already explained above even casual employees can be
and should out of necessity be unionized” (3).

However, some companies have questioned the interpretation of the law contained in the
memorandum. Companies’ determination to continue using casual and expatriate labour

and to refuse the right to organise unions appears, especially following the mileage made
on the issues by opposition candidates during the election, to be leading towards a change
of tactics from the Government.



In his first speech to Parliament after the elections, President Mwanawasa said, “In January
this year, | pleaded with mining companies to adopt labour policies that should promote
and safeguard the dignity of Zambian workers. | said then that any departure from this
would attract corrective action from Government. | regret to note that most mining companies
in Zambia have not changed their attitudes towards their Zambian employees. In most cases
mining companies have preferred to employ expatriates instead of Zambians and have
overlooked the principle of equal pay for equal work. Consequently, qualified Zambians
have opted to resign their positions in frustration. In the area of procurement, similar
discriminatory practices have been applied by the new mining investors. Many Zambian
companies, despite their capability, have been denied contracts which have instead been
given to foreign traders. Let me take this opportunity to remind our development partners
in the mining industry to desist from these practices. Zambian labour laws must be observed
at all times. Government is embarking on the '‘Buy Zambia Campaign' and this applies to
all business transactions, be they goods, services or indeed labour. | hope that this is the
last time | will talk about this subject.” (g4).

In November 2006, Government then called a stakeholders’ meeting to discuss casualisation,
at which the Mines Minister Dr Kalombo Mwansa picked up particularly on the problem
within the mining sector. He noted, “A number of accidents that have occurred in the mines
have been attributed to the use of casual labour. Comparatively more casual or contract
labour personnel are accident victims compared with regular and permanent employees...
The employment Act Cap 268 defines a casual employee as one whose employment provides
for his or her payment at the end of the day and who is employed for a period of not more
than six months. However, the tendency by most employers has been to employ people on
casual basis for more than six months.”s). It is unclear then whether the Government
intends to enforce current laws more stringently, or to make legislative or regulatory changes.
In 2005, the Ministry of Labour was apparently considering the introduction of a statutory
instrument to tighten up the rules on casualisation. It is not clear whether this proposal is
still under consideration.



PROFILE:

Reuben Mondoka, former mineworker, Kalulushi Township (ss).

| got a job in 1981 at Chibuluma mine to work underground as a
plant fitter, looking after pumps and locomotives. Well, | found that
| was inclined to think about people and | got involved in trade
unionism. In 1983 | became the shop steward, and they elected
me in 1985 as the vice-chairperson of the Chibuluma Mines branch.
In 1987 | became chairman.

My interest was really not to quarrel too much with the expatriates,
although people thought | quarrelled because my English was better
than most and | was able to communicate with the expatriates without
fear. At that time a lot of people were scared to talk to expatriates
and express themselves.

Well, we complained to say the money wasn't enough. But instead of improving the salaries,
they gave all these things for free. ZCCM provided housing for its workers and paid the
land rates, electricity and water bills. They maintained the roads. ZCCM even provided
blankets and a pack of baby nappies when the child was born. They gave mealie. The
President had preached socialism and in general people wanted the company to do a lot
more for them. So you can see, we had benefits, yes, they did quite a lot, but it wasn't felt
by the people. The maintenance was not good, especially here in Kalulushi, and they tended
to concentrate more on providing for the senior staff.

ZCCM provided education, but not education for all. The trust schools were run by the mine
and were very good, with very good teachers. You can't compare them with Government
schools. But only a few people could get their children in - of course it had to be someone
senior — a foreman or above. Here where we are now was called town centre and this was
where expatriates lived and the foremen and above. And attention was paid more to this
elite group than the lower grades. There wasn't enough force pushing ideas for them.

Rather than just talk about money | felt the need to discuss the social facilities. My main
concern was the way we were living in the community. For me | felt it was difficult - | had
come from a decent place before so it was hard to live in a place like that. The housing,
particularly the sewage system in Kalulushi was very bad — there was sewer overflow
everywhere in the streets. So | pressed hard to convince my Head of Department who was
an expatriate, to say, ‘listen, the way we are living in the township is not right. At least
improve the sewers.” And one man challenged me. He said, ‘the way you present the
problem and the way the human resources have written about the problem is not the same’.
So | challenged him. | said, ‘let's go to the township and see for ourselves’. These were
areas that the expatriates didn’t bother to visit. But he came and he found that the living
conditions around the township were very bad. There were sewerage and water problems,
and the maintenance of the houses was poor.

So in the end | won the support of the Mining Department. And they asked me how was |
going to deal with the problem? Well | noted there were a lot of second hand pipes at the
mine. Without a big budget they could use these to control the flow of the sewage to reduce
the smell and disease. So they said, ‘can you do it?’ Well they allowed me to construct that
and | did it. So from that | got involved in the water situation because for the pipe to work
the toilet has to flush, and most of the toilets didn’t have water. So | also worked with the
council to get the water pipeline.



There wasn't specifically a job description for what | had got into via the trade union role
— building up the township. They were paying me for underground work while | was seconded
to these communities. | had got a gang of guys doing up the houses, painting things. But
they realised at the mine they had to replace the work | had been doing underground. So
| was interviewed by the mine management and they recommended that | should go on
to do adult education in civil engineering — and | agreed that | had a lot of interest in this
area.

Well, my time was never to come because in the 1990s Frederick Chiluba came with the
idea of privatisation. Privatisation meant that people forgot to implement the promises they
had made to some people — to go to school. So that idea died.

They privatised in 1997, but from 1995, they put the mines under different management
to prepare for the privatisation. They said the privatised mines will have nothing to do with
social amenities provided to workers — so something like township maintenance would not
be of interest to the new company who would be here for the core business of mining
copper. So | had to find something else to do. That’s how they put me as a monitor for
copper being delivered from Chibuluma mine. | did that for a while but when Nkana was
also privatised they decided between the two privatised mines that this job of monitoring
would no longer be there. So again they called me and asked me, ‘what was | going to
do?’ | showed them my papers and they agreed that | was already a foreman. So | went
back underground to do fitting of the pumps again. | went back there. But already there
had been so many changes, | was still thinking what am | going to do to support the
education of my children? With so many changes in ZCCM it was apparent that | wouldn’t
be going anymore for further education to advance myself — | was going to remain static
in a job underground.

So, | stayed with it until 2003, when | left the mine and started concentrating on a school
project through the Church under the Marist Brothers, in the township. My Church friends
did support me to do that. | still continue doing that project up to the present, organising
the fellows working there and helping making the building blocks. But | don't see anything
changing for the better for me to be able to support the children. Education is so expensive,
let alone college education. What | get from this work is nothing that sees us through the
month — just on food we can’t see ourselves through the month — so what about this
education? It's something very difficult to get satisfaction from. But | will continue until
something else comes through at some point.

There should have been money from a pension. What ZCCM did was when they started
retrenchments, anybody retrenched was promised to have 28 months pay plus one month
for each year they served. That means at the end, in 2003, if Metorex had honoured that
agreement, | was going to be paid 28 months, plus 22 months more for the 22 years |
worked. So 50 months pay was what | was supposed to be paid. | was on average around
800,000 Kwacha a month, so | should have received around 40 million Kwacha.

But when ZCCM were preparing privatisation, one of the things they did, through a Presidential
decision, was to sell the houses in the mine township to the miners. This house we are in
now, it was sold to me. Now the sale was actually done by subtracting what you had worked
for, for a number of years, your pension, into the value of your house — which they said was
worth 32 million Kwacha.



So they said you are going to get the money leftover as a cheque — about 8 million Kwacha,
and that would have been my pension. But what happened is that when they privatised,
Metorex said that they had nothing to do with the agreement with ZCCM. They claimed that
ZCCM should not have agreed to pay the tax on the house sales, and that we would have
to cover it — so in fact, they claimed, | was owing them! In the end they backed off from
that one, but they refused to pay us what we were owed.

So, when | was going out on retrenchment, Metorex paid me a pension only for the years
1997-2003, when | was working for them. That was just 3 million Kwacha — the equivalent
of less than three years salary, to last the rest of my life. We have tried as miners to use
lawyers to get the rest of our money. These things have been going on for years but nothing
has been won. We have ended up wasting money on lawyers. Many people have given up.
In fact, | suppose | have given up. So | have come out after 22 years without my pension.
Yes, I've come out with this house, but this house is a house that needs money to do the
maintenance. But we have it, it's our asset and it’s the only thing that | can point to that |
got out from 22 years of service in the mines. | might be able to use it to raise money, or
maybe by working in the garden. | mean, they should pay me, of course, but | can't quote
any law that could help me.

Unfortunately | didn't have many savings. So we have found ourselves now in a hand-to-
mouth situation. There hasn't been a pension. Why? So these are some of the things | started
panicking about. My son had to go to school. In fact the kind of money | was getting couldn't
pay for that. | had to turn to others at Church to ask for help. At least, the education of my
children, it's something | would wish them to have, because if they have education then
there will be jobs. But the pension for me does not exist.

They cheated and | think whoever the board of Metorex are, they have benefited from it,
but they are not even interested in the people. If you look around the township you can see
they have done nothing. That’s the saddest story. That’s why people in Kalulushi would be
very much against the Government because they feel that privatisation hasn’'t benefited
them.



The Impacts of Privatisation on Copperbelt Communities

Social impacts of privatisation

15% of Zambia’s 10.9 million people live on the Copperbelt, and of those, 79% live in
urban areas 7). The region is the most urban and the most industrial in the country, with
the highest share of its population in formal employment. As a result it is unsurprising that,
as in other African countries, the urban region has suffered under structural adjustment, a
policy specifically designed to weaken the power and interests of urban groups, such as
civil servants and industrial workers that were thought to be unduly favoured in relation to
rural agricultural producers. Towns such as Ndola are now widely described as ‘ghost towns’
not only because of the loss of the mining industry, but also the collapse of construction and
engineering firms, and the downsizing of civil service and financial jobs previously based
in a town designed to service the country’s industrial heartland.

The collapse of formal employment in the region is particularly serious for two reasons.
Firstly, most families in Zambia are dependent on one cash income — typically the father.
If that individual dies or is laid off by the employer, it changes the whole family structure.
As Father Mishek Kaunda of the Catholic Commission for Justice, Development and Peace
explains, “in Zambia, when you are poor you are poor. There is no support from the
Government, there are no social benefits so it will affect the education of the children, the
electricity and water bills.” g).

Secondly, in rural areas, the impact of having lower shares of the population in waged
formal employment is softened by the more self-sufficient nature of families and communities
that grow their own food. In the Copperbelt the relationship between urban and rural areas
and between formal and informal employment is complex and evolving. Where families
have typically been housed in company compounds, they do not have easy access to farm
land. Miners originally arrived to work in the mines from a rural area and, refusing to accept
that the African population could exist in modern, urban conditions, colonial authorities
and mining houses insisted they ‘returned’ to these areas upon retirement or retrenchment,
and for a period of ‘rest’ each year. This maintained relations between those who had
moved to cities — mainly men of working ages, and the rural areas. Those in formal
employment were expected by those who hosted them during holidays, and who expected
to help them re-integrate to the village upon retirement, to regularly remit money to the
village, to be available as a source of financial support in an emergency, and to return at
the end of employment with a financial legacy in the form of savings and a pension.
However, as more and more people became settled in the longer term in the cities, these
relationships became more difficult to manage and urban dwellers became both more
nervous of and more disdainful of rural life. Retirees in particular often came to dread
retirement as a loss of urban status and a moment when the prodigal son might disappoint
expectations by returning home with less than expected to share out. As employment, wages
and pensions dropped relative to the cost of living, urban workers had less to offer, and
were more inclined to try and find ways to avoid extended networks in rural areas, and to
stay in the cities after their working life ended (s9).

As they did so, informal settlements sprung up, often on squatted land, less well served by
public amenities such as water and electricity, and provision of amenities for health and
education fell more and more to local government, rather than being supplied by the mines.



As described in Section 2, state employers, and particularly ZCCM, also provided much
more than just employment and a wage. This section therefore considers the impacts of
mass unemployment as the mines shed jobs, and of social policies adopted by the private
mining companies on the provision of schooling and health facilities in the region, as well
as looking at the impact of mining on the environment in which local communities live, and
on their access to land and housing.

Impacts on the environment

The privatised companies have been involved in serious incidents of environmental
mismanagement that have compromised the health of local people. The three most common
and serious problems are sulphur dioxide emissions from smelters, heavy-metal effluents
being released into drinking water and silting of local rivers.

1) Excess sulphur dioxide emissions from smelting create human respiratory diseases as
well as acid rain that damages rivers and trees. This is not purely an environmental problem
— it creates immediate problems for local communities in securing a livelihood. As a local
environmentalist noted, “The only crops that survive are mangos, avocados and cactus.
With low salaries, people can't buy food. But they can’'t grow their own vegetables either.”
©0). This is a problem particularly for communities downwind of the Nkana, Mufulira and
Kitwe smelters. KCM recognise that they have a problem in this area, and have undertaken
to reduce emission by up to 80% by installing technology which captures sulphur dioxide
and converts it into sulphuric acid which the company then uses in mineral processing.
MCM have also committed to developing acid plants at both of their smelters.

2) Heavy metal effluents being
discharged into rivers that
supply drinking water are a
serious risk to human health.
Where poor communities have
no access to piped water, they
draw their drinking and
washing water directly from
rivers. They may also use
polluted water to water crops,
in which the toxicity of chemical
pollutants are concentrated.
The problem also creates
increased costs for the water
supply and sanitation
companies that provide to more
formal settlements. They are
forced to spend huge amounts on treatment in order to provide clear, palatable water. Since
Copperbelt residents now face being cut-off if they don't pay higher charges to water
companies, including through pre-paid metering, they are effectively subsidizing the mining
companies. Where the companies in question are supported by state subsidies, the
Government is also paying to clear up after the companies. This is a problem for most of
the companies, but particularly MCM and KCM. MCM'’s spills have created significant
problems in Mufulira, where the costs of clean-up were handed on to the private water
company AHC-mining municipal services until the company found it so costly to continually
treat contaminated water that it gave up and passed the responsibility to Nkana Water and
Sewerage Company (MWSC), a public water supply and sanitation utility company which
receives government funding.



3) Silting of local rivers, killing off plant-life and fish stocks is a problem at Luanshya Mining,
and around KCM'’s plant where siltation of rivers and streams around Chingola town were
so severe to threaten flooding that could wash away bridges on the only roads linking
Chililabombwe to the rest of the country.

Many of these problems were there during the ZCCM era, a time when concerns about the
environment were not co closely monitored, either locally or internationally. It is not therefore

suggested that they can be directly traced to privatisation. However, it is clear that the
Development Agreements have weakened the hand of regulatory authorities in policing
such incidents and it may be that companies are making less effort to minimise the impacts
of their operations — such as by ensuring that lime is added to acidic effluents to neutralise
its Ph value.

There are other reasons why environmental degradation may be getting worse. In negotiating
their Development Agreements, the companies refused to take on what they saw as ‘liabilities’
within their plants, and thus avoided responsibility for cleaning up pollution problems
resulting from facilities that they own, but which were created by ZCCM operations. For
example, Luanshya Mining was exempted in their Development Agreement from dredging
of the Fisana-Kafubu stream resulting from sediments from the companies’ slime dams.
The task now falls to an ill-equipped and under-resourced local Government. This is also
a problem in relation to the long-term management of the massive tailings dumps and
leachings dams that mark the landscape of the Copperbelt. The by-products of decades
of mining are piled up and dammed in all

across the region. These structures are eroded

by heavy seasonal rains, creating two

problems — toxic run-off that floods local

farmland, and weakening of the bases of

dumps and dam walls. Should any of these

structures fail catastrophically, leading to a

collapse or flooding, there is potential for

a very high death toll. This is both a

contemporary and a future problem. In the

present day, old dams and dumps need to

be vegetated in order to stabilise the structures

and run-off streams need to be regularly

dredged to ensure that pollutants do not

overflow. In the medium term, the companies

need to be given clear responsibility for safe

and clean long-term storage facilities that

will last well beyond the day when the last of the copper has been removed from the ground
and the investors are long gone. The Chief Operating Officer at Luanshya Mines raised this
issue: ‘what will happen when the mines close?’ as the biggest single challenge facing state
regulators: “Unless Government insists on and enforces all of the closure and environmental
costs in the Development Agreements, they are going to need huge assistance to deal with
these liabilities. Mining is a temporary use of land, so when you close a mine, you should
take it back to the situation it was in before you arrived. But that will cost money.” (91).






