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firm linked to Prophet lays
ground for Dwangwa search

Acompany linked to renowned South Africa-based
Malawian preacher Prophet Shepherd Bushiri,
Tushiya Gold Mining, is laying ground to kick-start
prospecting work for gold in a tenement South of
Dwangwa River.

A search on Malawi Mining Licensing Cadastre Portal run by
the Department of Mines in the Ministry of Natural Resources,
Energy and Mining shows that a gold and base metals exclusive
prospecting licence (EPL0470), whose concession area lies
51.5 square kilometers in Kasungu East, south of Dwangwa River,
was granted to Tushiya Gold Mining Company Limited onAugust
6, 2017 and will expire on August 5, 2020. ...cont. on pages 4

By Chiku Jere

Otis Bushiri: Holds shares in the firm Prophet Shepherd Bushiri: Has interest in mineral investment

Bushiri gold
chase
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Mining gurus have taken a swipe at the
government for ignoring the minerals
sector as one of Malawi’s Key Priority
Areas (KPAs) in the recently-launched
MalawiGrowth andDevelopment Strategy

(MGDS III).
The MGDS III is anchored on five KPAs namely:

Agriculture, Water Development and Climate Change;
Education and Skills Development; Energy, Industry and
Tourism Development; Transport and ICT Infrastructure;
and Health and Population, which government says were
chosen on the basis of their strong linkages among each
other as well as other sectors of the economy.
However, mining experts argue that the sector still

retains proven potential to turn-around Malawi’s economic
fortunes hence it deserves to be highlighted as one of the
KPAs in the development strategy.
Grain Malunga, Coordinator for Chamber of Mines and

Energy, expressed dismay over the exclusion of the mineral
sector as a KPA inMGDS III saying it will likely slow down
progress that was gained in MGDS II which embraced
mining as a KPA and saw generation of geoscientific
information necessary to trigger exploration activities.
He said inclusion of the sector among KPAs would have

enriched MGDS III as the sector could complement rain fed
agriculture whose contribution to the economy is dwindling
due to unreliable and unpredictable weather pattern.
But in his foreword address during the launch, Mutharika

described the strategywhose theme is “Building a Productive,
Competitive and Resilient Nation” as having been prepared
in response to multiple shocks, such as floods, drought and
financial leakages that have been experienced midway
through the implementation of MGDS II.
The Malawi leader said the cycle of food deficit and

surplus has kept the country preoccupied with fighting
disasters instead of focusing on the development agenda,
which has propelled the government to come up with such
a theme for the blueprint.
“With this theme, Government undertakes to continue

with efforts to be a productive nation that competes on the
global scene while ensuring that the nation builds systems
that can best deal with natural shocks and disasters,” he said.
ThePresident said based on the comprehensive reviews and

results of the consultations on the implementation ofMGDS II,
the successor strategy has departed from the formulation of
multiple thematic areas by going straight into the choice of
fewer KPAs chosen on the basis of their strong links among
themselves, with the Sustainable Development Goals (SDGs),
the AUAgenda 2063 and with the rest of the economy.
Minister of Finance, Economic Planning andDevelopment

Goodall Gondwe said the development strategy which will
be implemented from2017 to 2022, is the fourthmedium-term
national development strategy formulated to contribute
to the attainment of country’s long-term development
aspirations as enshrined in the Vision 2020.
The Minister explained that the MGDS III is the final

strategy that will take Malawi to the expiry of Vision 2020
following implementation of other development strategies
that were developed to implement the same vision such as
the Malawi Poverty Reduction Strategy Paper (MPRSP),
and the Malawi Growth and Development Strategy
(MGDS) I and II.
“Unlike its immediate predecessor, the strategy is built

around one theme that aims to improve productivity, turn

the country into a competitive nation and develop resilience
to shocks and hazards,” he said.
Gondwe also said the strategy which is the outcome of

a year-long process of consultations, brainstorming, and
validation meetings with different stakeholders both within
and outside government also consolidates the efforts that
Malawi is undertaking to reposition itself as a global player.
But in his Technical File column that appeared in the

April edition of Mining & Trade Review, Malunga wrote:
“Mining plays a big economic role in promoting market
availability for agriculture produce and triggers skills
development in the areas of welding and fabrication,
automation, environmental health and infrastructure
development.”
He said overreliance on rain fed agriculture means

being at the mercy of unpredictable weather pattern.
He argued that for Malawi’s economy to register

tremendous growth, there is need to include the minerals
sector as a KPAbecause the sector offers an opportunity for
economic linkages, growing local content and creating
employment for the youth both skilled and unskilled.
Malunga citedAfrican countries where theminerals sector

remains the driver for economic development including
SouthAfrica, Zimbabwe, Zambia, Democratic Republic of
Congo, Tanzania, Nigeria, Ghana and Angola.
The former minister further wondered why the country

continues to dwell much on social development and not
economic development, stating that economic development
comes from private sector growth whose revenue to
government should meet the needs of social development.
Sustaining his critical observation on Chamber of Mines

and Energy’s Facebook page Malunga suggested an
addendum that will ensure that the significance of the
mining sector is highlighted in MDGS III for attention of
development partners and investors.
Many of the page followers, among them former president

of Malawi Confederation of Chambers of Commerce and
Industry (MCCCI) Martin Kansichi Banda seconded the
sentiments.
Kansichi Banda wrote: “I was very surprised that this

sector was not included as a priority. The people responsible
for economic plans should have just looked around us to
see the great contribution to GDP derived from the Mineral
Sector in neighbouring countries.”
Common analysis describes the extractives sector as a

primary industry which supports all the economic and social
sectors such as agriculture, education, health, infrastructure
development, among others.
Earlier on,Mutharika’s administration had touted the sector

as key in the quest to diversify from over-dependence on
agriculture sector as a driver of the economy but subsequent
State of the NationalAddresses have seen mining relegated
to the periphery

By Chiku Jere

Cartoon

BByy  JJaammeess  KKaazzeemmbbee

Minerals sector blurred in MGDS III

Mutharika: Under fire after launch



Managing Director for Tushiya, Gift
Msowoya told Mining & Trade Review that the company,
which he owns with Prophet Shepherd Bushiri’s brother,
Otis and another Malawian Gift Master as partners, is
currently working on gathering data from previous
exploration work conducted in the area before commencing
field work.
“We are working towards commencing the development

of the concession,” said Msowoya.
According to 2012 exploration results by the previous

tenement holder, UK firm South East African Mining
Exploration (SEAMEX), which involved systematic stream
sediments sampling and geological observation, there is
proven gold occurrence in the area.
The study found five water courses and identified three

targets south of Dwangwa River that were carrying the
precious metal with a conspicuous cluster of positive results
for gold occurrence being noted around Kadyalumba Hill,
where gold was thought to be derived from quartz stringers
in the gneisses and in proximity to felsite dykes.
Occurrence of alluvial gold in the drainage of south side

of the Dwangwa River was initially reported by the British
South Africa Company (BSAC) in the 1930s, which found
out that two types of lode of gold (quartz stringers and
ferruginous) could be panned out of the stream sediments
samples over a wide area.
The area lies within the Mozambican orogenic belt and

has metamorphic rock on the Precambrian to the Paleozoic
ages.
The involvement of Tushiya in Malawi’s mining sector

confirms the growing interest by Malawians to invest in the
medium to large scale mining industry, which has all along
been dominated by foreigners.
However, Mining & Trade Review could not directly

establish whether Prophet Bushiri who is popularly known
as ‘Major 1’ is a silent partner in the investment as Ephraim
Nyondo, the prophet’s spokesperson, did not respond to our
e-mailed questionnaire.
But one thing that connects the ‘Miracle Money’ pastor

to the Dwangwa gold licence is the name ‘Tushiya’ itself as
‘Tushiya Annointing’, which translates to ‘Unleashing the
Hidden Wisdom’, is the title of one of the 17 books the
flamboyant ‘man of God’ has published which describes
God’s wisdom as a treasure that one must seek before
thinking of deluding wealth.
The book enlightens readers that one can access God’s

wisdom; prosper and excel in all his endeavours.
Msowoya acknowledges to have derived the name of

the company from this book, explaining that his company
is driven by a set of principles promoted in the book, whose
message is basically influenced by a biblical story of
Solomon who, of all things, preferably asked God for
wisdom, instead of wealth. 
Otis Bushiri, who also uses ‘Reverend’ or ‘Prophet’

titles on social media, runs a considerably well-followed
Facebook page called ‘Billionaire Coach’ which discusses
inspirational and motivational business and financial tips.
The elder Bushiri who on his Twitter-Handle describes

himself as a ‘life coach, renowned business leader,
motivational speaker and best-selling author, is president
and founder of Rich Mind Company which was launched
in Malawi last year (2017) at Capital Hotel in Lilongwe
with the aim - ‘to spearhead the bridging of the gap
in financial management that the country’s education
system has failed to tackle’.
In his speech at the event, Bushiri noted that many

Africans are poor not because they deserve it but because
of failure to manage their financial and natural resources.
Otis said his company, Rich Mind, will ensure that

Malawians have access to financial management skills, by
among other ways, hosting educational financial summits
and organizing public lectures in the country’s universities
and colleges.
He also pledged to provide flexible low interest-rate

loans to those that do not have financial capabilities but
have the ability to craft workable business ideas.
Director for Mines Department Jalf Salima expressed

ignorance of Bushiri’s interest in Malawi’s mineral sector
but said the Prophet just like anybody else is welcome to
apply for a prospecting or mining licence in Malawi.
“Take note that Prophet Bushiri has every right to apply

for a mineral tenement and have his application scrutinised
just like any other applicant,” said Salima. 

Prophet Bushiri, an entrepreneur said to own multiple
entities under the Shepherd Bushiri Investments (SBI), six
years ago launched SBI Ltd., a global investment company
which was duly incorporated under the Company Laws of
the Republic of South Africa 2015.
The ECG charismatic leader has never hidden his

interest in mining as last year he launched SB Mining
(SBM) Limited Company in neighbouring Zambia, where
he partnered Ndola-based Malabwe Mines as a major
shareholder in a mine valued at USD$1.2billion, which
produces several minerals including emeralds.
Some of the said SBI entities include SB Airways,

a private jets charter company at Lanseria Airport in
South Africa, SB Hotels in Mauritius and South Africa, SB
Telecommunication (PSB mobile network) in South Africa,
SB Beverages, SB Mining which owns gold mines across
Africa, oil and gas companies in different African countries,
as well as several other companies in Dubai, Ethiopia and
Cyprus.
Bushiri’s notable investments in Malawi include

Rainbow TV Channel and a reported purchase of a
K15billion worth elegant building in Malawi’s Capital
City Lilongwe, opposite Crossroads Hotel, which he
intends to turn into a luxury hotel
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Salima: Director of Mines Department                                            Licence area on cadastre

...from front page

Prophet Bushiri launching joint venture between SBM and Malabwe Mine Co. LTD
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It is a welcome development that Malawians, who
in the past were made to believe in the political
tune that they have to work hard in agriculture
because the country has no minerals, are now
waking up from their slumber and are showing

interest to invest in mining.
Looking at the mineral licensing cadastral portal developed by the

Department of Mines, one would notice that there are a number of local firms
that have acquired mineral tenements.

An example is Tushiya Gold Mining Company, which we have featured in
our lead article. The company, which is owned by locals including Otis Bushiri
who is a brother to renowned prophet, Shephard Bushiri, is laying the ground
to kick-start gold prospecting in the South of Dwangwa River in a tenement
which used to be owned by British firm, South East African Mining.

The government needs to encourage such local investments in the
minerals sector by providing the investors with the necessary tools including
updated geological data.

It also needs to encourage local banks to provide capital to local mining
investors because lack of access to capital is a big hindrance for Malawians to
invest in mining.

It is unfortunate that the government signed memorandums of
understanding with several local commercial banks to support mining
ventures but the banks have become quite and vividly there has never been
any follow up by the government on the agreements.

Ironically, instead of encouraging local investment in mining, the
government is busy organizing investment forums to attract foreign investors
in mining, energy and other sectors.

However, what the government should understand is that no country
was developed by foreigners. They are citizens of the emerging economic
powerhouses such as China and India who are developing the countries and
not foreign investors.

Of course, it is important that foreign investors should come into the
country with their capital and expertise but we should not solely depend on
them to develop our minerals sector.

Malawians need to rush and acquire licences for strategic minerals so that
when foreigners come in with their expertise and capital, they should join the
locals in joint ventures.

There is also need for the government to scale up awareness on mining
issues in Malawi to ensure that more Malawian investors are attracted into
the sector.

This is because the country has no rich mining history and as we pointed
out already, politicians in the past reigns used to encourage Malawians to only
work hard in agriculture because the country has no minerals.

In this awareness drive, the government needs to provide enough data on
mineral occurrences and mining activities taking place in the country.

We think enough data is not provided at the moment because questionable
figures come from government on the mining sector’s contribution to gross
domestic product (GDP).

For example, we are told mining contributes less than 1% to GDP but
the question is; does that include all the sand and quarry mining plus brick
molding by the country’s masses? What about the gemstones that are being
smuggled out of the country on daily basis?

Surely, the remedy to answer these questions and correct things in the
mining sector is that the government must be serious and provide all the
requirements for Malawians to establish sound investments in the sector
from which the government can collect ample taxes

BY MARCEL CHIMWALA, 
PUBLISHING EDITOR

GGoovvtt..  nneeeeddss  ttoo  eennccoouurraaggee
llooccaall  iinnvveessttmmeenntt  iinn  mmiinniinngg

ASX listed Globe Metals and Mining says it
has submitted an application for renewal of  its
Kanyika exclusive prospecting licence (EPL) to
the Department of Mines in the Ministry of
Natural Resources, Energy and Mining.
Malawi’s cadastral portal indicates that Globe

was awarded a 308 square kilometres EPL for
Kanyika in Mzimba covering feldspathoids,
uranium, niobium, rare earths elements, tantalum
and zircon on May 21, 2015 and is pending
renewal as it expires on May 20, 2018.
MD for Globe Metals and Mining, Neville

Huxham, told Mining & Trade Review that Globe
already submitted an application for renewal of
the licence to the Malawi Government because it
is determined to develop a mine at Kanyika.
“We are definitely going ahead with the

project and we already lodged our application with
the Malawi Government,” said Huxham.
Globe has undertaken prospecting work at

Kanyika including a bankable feasibility study and
a definitive study which involved the setting up of
a metallurgical pilot plant at Guangzhou Research

Institute of Non-Ferrous Metals (GZRINM) using
a 40-tonne bulk sample that was shipped to China
from Kanyika.
In February this year, Globe announced that it

had commended work aimed at finalizing the
technical components of the feasibility study in order
to provide project funding initiatives in light of the
changing outlook for the mining and resources
industry generally, and in particular for niobium.
To facilitate this, the company has engaged

specialists to revise and update the previous
engineering study to incorporate the findings and
outcomes of the pilot plant work undertaken and
other necessary engineering design changes,”
Globe’s Company Secretary Michael Fry said in
the announcement.  

Globe is, currently, engaged in negotiations
with the Malawi Government for a development
agreement for Kanyika, which are based on a draft
development agreement which it submitted to
government.
Huxham explained toMining & Trade Review

that Globe hopes that the Malawi Government
will issue it with a mining licence when these
negotiations are finalized.
He said currently market prospects for niobium

and tantalum are promising, and the company is
ready to enter into off-take agreements with buyers
and financiers when negotiations for a development
agreement are finalized.
Niobium (Nb) is a rare, soft, shiny, grey-white,

ductile transition metal which is primarily found
in the minerals pyrochlore (Nb>Ta), columbite
(Nb>Ta) and tantalite (Ta>Nb). 
Minerals containing niobium often also

contain tantalum, an element that shares many
chemical and physical characteristics with it. 
Niobium is found in alkaline intrusive rocks,

carbonatites, granites and pegmatites.
World reserves of niobium are estimated at

484Mt, and the largest reserves are located in
Brazil and Canada.
Niobium is used with iron and other elements

in stainless steel, high strength low alloy (HSLA)
steels and other alloys. 
Niobium alloys are strong and are often used

in pipeline construction, superalloys for jet engines
and turbines, and heat resistant equipment.
Tantalum (Ta) is a rare, hard, corrosion-resistant,

blue-grey, lustrous transition metal which is
primarily found in the mineral tantalite, and
usually occurs along with niobium, an element
which shares many chemical and physical
characteristics with it. 
Tantalum containing minerals are mostly found

in pegmatite ore bodies. Tantalum-bearing tin slags
(a by-product of tin smelting) are an additional
source of tantalum.
World reserves of tantalum are estimated at

153,000 (2011): the largest reserves are located in
Brazil (87,000t) and Australia (40,500t), followed
by China and South East Asia (7,800t), Central
Africa (3,200t) and other African regions (12,500t). 
The largest producers are Brazil, Australia,

Mozambique, Rwanda, Burundi, Ethiopia, Uganda,
Congo and Zimbabwe 

Globe applies for renewal of Kanyika licence

By Marcel Chimwala
Huxham: We are going ahead with the project
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There was glamour and pomp at Ufulu Gardens
in Lilongwe’s Area 43 when the country’s
leading cement manufacturer LafargeHolcim
Malawi took to the venue to launch Kumanga
Malawi, which is a comprehensive corporate

social responsibility programme aimed at improving
people’s livelihoods through interventions in various
sectors including education, health and housing.
The launching ceremony, which attracted a number of

stakeholders including government officials, architects and
contractors included a cocktail party which allowed Lafarge
officials to mingle with the stakeholders and share ideas on
the project.
LafargeHolcim Malawi CEO Albert Sigei described

Kumanga Malawi as the company’s coordinated approach
to sustainable, long term stakeholder engagement. 
“As a responsible corporate citizen, Lafarge Cement

understands and values its role as a thought leader in the
construction industry,” he said.
Kumanga Malawi Program is built on four pillars which

include road and workplace safety, training and product
usage awareness, small and medium enterprises (SME)
support and sustainable building solutions.
On Road and Workplace Safety, LafargeHolcim Malawi

has spent $100,000 (K73.5 million) on on-going training
of over 140 drivers from its logistics partners and staff to
minimise road related incidents and loss of life. 

“We also partner with the Department of Road Traffic
and Safety Services on general road safety matters,” said
Sigei.
As part of Training and Product Usage Awareness,

Lafarge will revamp its masons training program to assist

technical training providers in equipping masons with
relevant skills for their trade. 
Sigei explains that the company will also increase

knowledge and information on correct cement products
usage through mainstream media.

By Marcel Chimwala

LafargeHolcim launches Kumanga Malawi project in style

Lafarge CEO Sigei: We understand and value our role                PS Msosa: Programme allied to govt’s DAHSP

Lafarge Commercial Manager Hilary Mkulichi and Marketing Manager Chimwemwe Khonje jointly introducing the programme to the patrons
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In the area of SME Support, LafargeHolcim Malawi
will provide support to a growing base of 70 SMEs in
business management skills as well as assisting and
advising on access to working capital and entrepreneurial
opportunities.
“In terms of Sustainable Building Solutions; this is a

pillar which is the key focus of the launch. It is involved
with the provision of high quality, sustainable and low cost
designs for schools, clinics and houses,” Sigei said.
He explained that the LafargeHolcim Group which

subscribes to international protocols on climate change
such as UN Sustainable Development Goals and the Paris
Climate Agreement has, through the programme, taken a
lead to introduce low cost, high quality and sustainable
designs for schools, clinics and homes. 
“These innovative, forward looking and modern designs

are aptly named Makono Schools, Makono Clinics and
Makono Homes,” he said. 
Speaking on behalf of Minister of Lands, Housing and

Urban Development Anna Kachikho, Principal Secretary
for the Ministry Charles P. Msosa welcomed the Kumanga
Malawi Programme saying it is aligned to the Government
of Malawi's flagship Decent and Affordable Housing
Subsidy Programme (DAHSP) which aims at providing
housing to low income households. 
“Kumanga Malawi will accord the Government,

Non-governmental organisations as well as the private
sector an opportunity to access professional designs of
schools, clinics and homes that are environmentally
friendly, scalable, and efficiently use local building
resources,” he said.
He said of particular interest is the push towards

sustainable building that will encourage use of renewable
energy and aid the country's migration from use of burnt
bricks to Soil Stabilised Bricks (SSBs) and concrete blocks. 
“Such designs will certainly aid the Government's own

efforts to eradicate the use of burnt bricks, the negative
environmental impact of which cannot be over emphasized,”
he said.
In her speech, Malawi Institute of Architects (MIA)

President Maliam Mdoko said the project will play a major
role in boosting the professionalism of Malawian architects.

LafargeHolcim launches Kumanga Malawi project in style

Lafarge’s cocktail party attracted cross-section of people from construction industry

Mdoko: MIA President addressing the gathering

The Designs Competition
The project include a design competition, which will allow
four architect-led teams to submit designs for Makono
Schools, Makono Clinics and Makono Homes. 
Detailed Terms of Reference have been developed by

LafargeHolcim Malawi in collaboration with the National
Construction Industry Council (NCIC), Malawi Institute
of Architects (MIA), Malawi Institute of Engineers (MIE),
ICT Associat ion of  Malawi (ICTAM) and other
professionals affiliated to the construction industry.
“Although cash prizes will be awarded to the winning

designs, the real winner is indeed the people of Malawi as
these designs will push a new frontier in public and private
construction,” said Mdoko. 
Her words were supported by Msosa who said “it is a

delight to the Ministry of Lands, Housing and Urban
Development and indeed to the Government that a private

sector partner, Lafarge Cement Malawi, has taken a lead
in advancing the future of the country's construction
sector by investing time and resources in this worthwhile
cause to design innovative, high quality and sustainable
schools, clinics and homes.”
Lafarge Cement, which has been operating in the

country for over 60 years, is a wholly owned subsidiary of
the LafargeHolcim Group, the world leader in cement and
related construction materials.
The company manufactures and markets four cement

brands in Malawi, namely the multi purspose/general
usage cement Duracrete, the heavy duty Supaset cement
and the masonry cements of Kumanga and Khoma.
It provides employment to approximately 300 people

and partners with numerous local businesses to offer
support through its supply chain
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The first element of any mining project is
mining itself or rock extraction. Mining is very
complex in strict sense as such, involves a set
of interrelated activities before an ore can be
extracted.

Starting with the Mine or Grade Control model which
represents the grade and quantity of ore in space, it now
remains to calculate the least expensive way to get an ore
out of the ground. Usually this means moving the least
amount of waste. A grade control model can be thought
of as set of blocks which could measure 25 meters long by
25 meters wide by 10 meters high with a single grade
representing the ore value. So, the end result is manipulation
of all possible ways that can take the blocks apart to get a
good ore material and this is possible by running computer
assisted simulation models or programmes. 

(a) Cut -off Grade
The cut-off grade is that grade of material (volume or

weight of ore divided by the total bits of stuff) below which
mining is uneconomic. Or it is the amount of the ore that
must be obtained from mining a given amount of material
in order that all the costs are recovered and no profit is left.
Calculating the cut-off grade involves a mini-feasibility
study in which all the known and potential costs of the
project are accounted for. 
Models of “orebodies” are formulated as early as possible

in the exploration cycle and this is doubly true for the
calculation of a cut-off grade. Having a model of the mineral
occurrence leads inevitably to a calculation of the tonnage
and grade of the occurrence. For any given assumptions
about costs, the analysis can determine the amount of ore
that needs to be found and at what grade in order that the
project is attractive. If there is no hope in finding the size
or grade of deposit, then the project can be dropped as early
as possible thereby saving lots of money.

(b) How to calculate the cut-off grade
There are some techniques for calculating the cut-off

grade. The most easily understood involves calculating the
annual net cash flows for the proposed operation at 3,4 or
more different, realistic grades for the assumed deposit and
then calculating the net present value for the operation at
these selected grades. When this is done, a graph of net
present value versus grade can be drawn and that grade at
which the project net present value is zero becomes the
cut-off grade of the mined ore.
This methodology includes the cost of the capital to

build the project and is a more useful tool in determination
for new and proposed projects than just looking at the
operating costs of the operation. If the project has been
around for a number of years and the original investment
has been paid back (payback period sustained amicably)
then including the original capital cost is not important. So,
when one reads the companies reports which mention
cut-off grades it is always very important and realistic to
investigate how they define this grade.
The costs to calculate the cut-off grade must involve all

the capital used in purchasing the property, exploration,
engineering and construction, working capital and any

ongoing capital costs to maintain the project (replacement
of equipment, painting tanks etc.) These are the initial and
sustaining costs. Then there are the ongoing operating costs
for the mine, plant, supervision and overheads, maintenance,
tailings, marketing, head office and minesite allocations,
interest, royalties, taxes and a list of other mostly forgotten
expenses. These, one might notice, are all the elements
necessary for a feasibility study.

(c) Aspects of a feasibility Study 
In a feasibility study, there are really only three issues

that need to be settled; 
¸ Does the technology exist to accomplish the goals

established for a given project? 
¸ Will the project generate revenues that pay back all

the capital and operating costs plus generate a return for the
investors? 
¸Does anyone in the world want to buy what is going to

be produced and will they sign a marketing letter of intent? 
¸ Will the government grant a permit to develop the

project? 
• This question involves environmental and social

development sensitivities which rightly have to be
addressed in a way which improves the life of the general
population in the area.
The conceptual or feasibility stage of a mining project

commences with the collection and verification of enormous
amounts of data ranging from topographic surveys, drilling
information, bench scale metallurgical testing, infrastructure
surveys and a whole host of environmental surveys.
Feasibility studies are generally required for any significant
commercial venture and mining is no different.  It seems
simple enough but these studies typically involve teams of
so many specialists, months of time and millions of dollars.
What follows then is a description of the elements of a
mining feasibility study.
When the data has been accumulated, indexed and

verified, the feasibility study can begin. A feasibility study
is an insurance policy for the project success. Feasibility
design must consider everything from mine design,
production rate, building foundation, slope or excavation
stability, mining method, equipment selection, water control,
sources of process water, sources of contamination, building
construction, plant layout, power sources, emissions controls,
process technologies, dilution and recovery, marketing,
transportation, sources of construction materials, sources of
manpower, impact of large capital projects on the local
economy (inflation impact), animal migration patterns, rare
plants and animals, land claims, local business opportunities
and lots of other considerations as well. The whole point of the
conceptual design is to develop a list of major materials and
labour from which an estimate of the cost to build, maintain
and operate the facilities is calculated. Added to this is an
assessment of the market into which the mined and
processed ore will be sold to calculate how much money
will be made.
When all these costs are put into a financial model, one

quickly gets a sense of whether the project is worth
pursuing or not. If the model is built early in the exploration
cycle then one can get a sense of how many tonnes and at

what grade the ore needs to be in order to make a mine. If
subsequent exploration determines that the tonnage and
grade targets can’t be met then there is an argument to drop
the project and look for something else. 
In the early days of the project, there will be lots of

assumptions rather than data but by testing the assumptions
in the model, one can determine which costs are most
important to project success and work can be directed
to getting more data in the areas that are important. For
example, if the type of milling process is the most
important factor in determining project success then rather
than drilling holes maybe it is best to spend the money on
metallurgical testing (extractive metallurgy). This is
because the manner in which the minerals occur is an
important determinant of operating cost. Without a financial
model, companies always spend the money on drilling but
this is not always the best allocation of the money.

(d) Production Rates
Once the mine is designed with all the necessary roads, wall
slopes, water drainage systems, power distribution systems
and waste dumps, stockpiles it is necessary to create a
schedule for the removal of the ore and waste material and
the reclamation of the slopes or benches that are left
behind. This is an iterative process that starts with the
selection of a production rate. To determine the production
rate, it is usually sufficiently accurate to take the proven
reserves(  an estimated quantity and grade of  part of a
deposit for which the size, configuration, and grade have
been very well established by observation and sampling
of outcrops, drill holes, trenches and mine workings) and
divide them by either 10 or 15 years. The mine design
provides a table of ore and waste volumes for each bench
or stope (depending on whether the mine is open pit or
underground). With this table it is simply a matter of
calculating the waste to be removed to get the required ore
otherwise known as the Stripping ratio for each year (or
quarter or month) of the project or mine life.  There are
millions of possible schedules but are quickly narrowed
down into real possibilities which can then be calculated –
reduced into a spreadsheet format.      

(e) Mining Costs
When the production schedule has been prepared then

it remains to determine the size and quantity of mining
equipment required to meet the production requirements.
This is largely an exercise in applying actual experience
and lots of factors into real world using few simple
equations 
With the production schedule and equipment list at hand,

one can then calculate the annual number of hours for each
piece of equipment based on the productivities of the
equipment selected. Multiplying the number of hours by
the cost to operate the equipment per hour gives the operating
cost. Dividing the annual number of hours required by the
annual number of hours available for a single piece of
equipment results in the number of pieces of that type of
equipment required each year. And finally, the design of the
mine and the cost to build and operate it is determined

MINING
Social Issues&
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Abstract
Resource curse and sovereign wealth funds are put into local context in order to guide

their proper interpretation and how they can promote sustainable development through
strategic determination of fiscal policies that influence effective national revenue
management.

Introduction
Fiscal policies determine how governments benefit from profit sharing with resource

companies. Government revenue expenditure determines how economic growth and
poverty reduction benefit its people. Fiscal policy dilemmas include resource revenue
planning for sustainable growth, intergeneration equity in case of non-renewable resources
and fluctuating resource prices. 
Problems related with poor fiscal policies and revenue management lead to resource

curse. What is resource curse and how can it be mitigated against? This paper looks at
how it is defined, its causes and how it can be mitigated against.

Resource Curse
Resource rich and mineral producing countries need to ensure that there is a fair

benefit sharing with resource companies and that the benefits so realised are used for
the benefit of its people and future generation. Resource curse comes in if these countries

have its people continue leaving in abject poverty, illiteracy and poor health services.
This is worsened by existence of poor and weak institutional set-up that manages the
resource sectors. Poor accountability and political driven development agendas lead to
misallocation of revenues.  

Resource Endowment and Economic Development
Developing countries rely much on the extractive industries. These industries can serve

as a source of economic prosperity and serve as link to the global economy through
involvement of multi-national resource companies. Low income countries can reduce
poverty if they properly understand and link national fiscal policy and wise revenue
management with proper planning, development and utilisation of revenue into
programmes that grow the economy such as vocational entrepreneurship, infrastructure
development and rule of law.
It is also important to understand that taxation and rents are not significant channels

for economic development. Attracting foreign investment and generating export earnings
strengthen national economies. In resource rich countries, countries can benefit between
3 and 20 per cent of fiscal revenues while accounting for up to 90% of foreign direct
investment (ICMM, 2015). The sector can contribute up to 60% of total exports in
developing countries. This economic situation is misunderstood and results in disruptive
tendencies in fostering consistent political decision making and bringing coherent positive
social, economic and environmental consensus by all stakeholders.

Sovereign wealth Fund
Countries with trade surplus or windfall revenue from resource extraction invest those

surpluses into foreign currency fixed deposits. These funds take also the form of Future
Generation Funds, Stabilization Funds and Strategic Development Sovereign Wealth
Funds. Middle Eastern Countries are expected to invest USD 9.0 trillion by 2020 arising
from oil exports while China has accumulated USD 3.0 trillion for investment into real
estate, infrastructure and state-owned businesses. The China – Africa Development Fund
is one of its Sovereign Wealth Funds and is worth USD 5.0 billion.
Countries that create Sovereign Wealth Funds show a sign of fiscal discipline in

that they have a limit to their budgeting philosophy and reserve the money for future
generation and strategic investments that bring high income. Fiscal policies that bring
sustainable development in resource extraction need to balance between spending on
consumption e.g. direct cash transfer and investing for future generations through National
Development Plans.

Mitigating Factors
Resource curse can be avoided if balanced fiscal policies and wise revenue

management are adhered to. Fiscal policies should generate fair benefits to both govern-
ment and resource companies with an effective tax rate within the range of 60 – 40 as
universally agreed. Effective tax rate is the total revenue sharing between government and
resource companies. Wise revenue management entails balancing government budget in
such a way as addressing social development with supporting infrastructure development
that grows the economy through private sector expansion while saving any trade surplus
or surplus revenue in form of sovereign wealth fund.
Communities around resource extraction areas need to be engaged in benefit sharing

in order to create economic opportunities. This should be through channelling of resources
to community trusts that look into area development activities such as health, education,
water, agriculture and infrastructure services in order to promote local content and other
economic linkages.

Conclusion
A well-governed country is more likely to maximise the contribution of resource

extraction by designing good fiscal policies for attracting resource companies’ investment
and to build strong institutions that collect, manage and spend revenues wisely while cre-
ating an enabling environment to enhance employment and economic development.
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The Millennium Challenge Account Malawi
(MCA-Malawi) says though its Malawi
compact winds up in September this year, the
country will continue enjoying long term
benefits of the five year programme.

MCA-Malawi, which is under the US Federal Agency,
Millennium Challenge Corporation (MCC), rolled out its
US$350.7-million compact to revitalize Malawi’s power
sector and reduce poverty through economic growth in
Malawi in September 2013. 
MCA-Malawi Communications and Outreach Director

Zilani Khonje told Mining & Trade Review in an exclusive
interview that the programme now in its final year has
successfully carried out a number of projects which will
continue to benefit Malawi including the upgrade of the
backbone of the country’s transmission network to increase
the quality and reliability of power supply in the northern,
central and southern regions of the country. 
Khonje said through the compact, Malawi has

increased the capacity to move power from the Southern
Region where 98% of power is generated to the Central
and Northern Regions, reduced technical losses on
transmission lines and provided a secure transmission link
between the Southern and Central Regions.
She said: “There is also the construction of new

transmission lines including the 400kV line from
Phombeya in Balaka to Nkhoma in Lilongwe which is
almost complete and 132kV line parallel to existing 66kV
and 32kV lines from Chintheche in Nkhatabay to Luwinga
in Mzuzu and from Luwinga to Bwengu in Rumphi.”
“This implies that if there are new investments in

generation in the southern region including the Mozambique-
Malawi power interconnector, the new highway and the
upgraded transmission network will be able to evacuate
power from the south to the Centre and North.”
Khonje said MCA-M is also in final stages in the

construction, rehabilitation and upgrading of Nkula A which
will result in an increase in power generation capacity of
the station by 12MW thus from 24MW to 36MW.
MCA-M is also constructing several sub-stations

including Phombeya which will be the landing point of
400kV Mozambique-Malawi power interconnector.
Substations under construction in Lilongwe include

one at New City Centre and Area 25 and in the northern
region there is the Sonda distribution substation.
“These new distribution sub-stations are going to at

least increase and stabilize power supply within these areas.
It is of paramount importance that priority areas like City
Centre in Lilongwe have their own substations,” she said.
The expected net present value of benefits to be accrued

from the compact are estimated at US$67.2million to

US$832.0-million projected to be realized during the next
20 years.
The estimated economic rate of return ranges from

18.7% to 24.6% during the compact implementation period
with the interconnector as the potential investment to come.

“So you can see that the compact will contribute to
more access to power in future and not immediately after
we complete the programme. I am saying this because
there is a thinking that immediately after the compact ends
there will be massive change, no! We should look at the
future,” she said.
MCA-M has also been working on strengthening

power sector institutions including Malawi Energy
Regulatory Authority (MERA), the Electricity Supply
Corporation of Malawi (ESCOM) and the Ministry of
Natural Resources, Energy and Mining so that there are
effective in managing the sector and to create  conducive
environment for investment in the sector.
“For instance to make it efficient in its operations,

ESCOM was unbundled and two companies sprung up
thus ESCOM and Electricity Generation Company
(EGENCO). What this implies is that other companies can
come into the market and be competing with EGENCO in
selling power to ESCOM,” said Khonje.

Khonje said MCA-M is also working with MERA and
the other stakeholders to come up with the right price at
which companies will be selling electricity to Escom at a
profit so that private players are attracted to invest in the

power sector. 
“Surely, to attract investors the cost of producing

power, transmitting, and distributing has to be looked into
because everyone wants to invest and make profits and that
profit is not for them to keep but it is for them to grow and
expand their businesses,” she said.

Khonje also urged Malawians to desist from vandalism
and take care of the infrastructure erected by the compact
saying it is not only the companies that are benefitting but
rather the whole country
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Malawi to enjoy long term benefits of MCA compact

Inset is new generator installed at Nkula A and background is some of MCA power upgrade rehabilitation works

Khonje: Capacity to move power increased


