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Munthali: Why was the deal handled secretely?

US$78 million to develop the mine.
But the action has sparked outrage from
members of the civil society who have berated
the authorities for cloaking the deal in secrecy,
a practice which they say counters tenets of
good governance.
Responding to Mining & Trade Review’s
e-mailed questionnaire to Minister of Natural

Resources, Energy and Mining Aggrey Masi,
Director for Department of Mines in the
Ministry, Jalf Salima, said the Department
recommended the granting of the mining
licence to the company on November 10, 2017
subject to the approval of an Environmental
and Social Impact Assessment (ESIA) report.
...cont. on pages 4
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Shayona shines at
Investment Forum

F

Padmanabhan interacting with Mutharika Shayona pavilion at the forum

By Chiku Jere

astest growing cement producer, Shayona Cement Corporation,
hogged the limelight at this year’s Malawi Investment Forum
where it showcased its products and attracted many visitors
at its pavilion including the country’s Head of State, President
Peter Mutharika.
Shayona, who have invested big in Kasungu Rural East’s Mwimila Village
T/A Wimbe with state-of-the-art cement and clinker manufacturing plants,
cherished the moment of the President’s visit, with the company’s Operations
Manager Prajeesh Padmanabhan describing it as humbling, at the same time,
encouraging experience.
“It was really uplifting to have the President at our pavilion where he
appreciated the role we play as providers of cement products as well as creators
of job opportunities for over 1200 Malawians. He was particularly impressed
with our Thanthwe cement. He said it was very encouraging for a local
manufacturer to produce a 42.5R cement, matching that on the international
market,” Padmanabhan said.
He said the momentary interaction with the Malawi leader afforded them
an opportunity to present challenges Shayona is facing in the course of doing
business, particularly the influx of cement imports into the country, which, he
said, is gravely choking the growth of the local industry.
“As Shayona we believe that with His Excellency Professor Peter
Mutharika’s able leadership, the government will do something to protect the
local cement industry, which is still in its infancy,” he said.
The company did not hatch any out-right deals at the forum but
Padmanabhan was optimistic that through other deals and proposed projects
showcased at the Forum, Shayona will find a huge market for its products.
The Corporation produces three types of cement namely: Thanthwe
Portland Cement 42.5R, branded ‘the ultimate cement’ which is used in
construction of vital structures such as dams, bridges, flyovers, airports,
railways and skyscrapers; buildplast, designed for plaster, tilt slab substrates,
blockwork and brickwork and Akshar Portland Cement 32.5N, a multipurpose
and high performance product which is also suitable for heavy duty construction.
Established in 1997, Shayona Cement Corporation started with a mini
struggling cement manufacturing plant; producing just a little above 80 tons
of cement per day, to become a signature cement manufacturing plant, with
modern equipment.
The corporation has just completed a massive US$50million (about
MK36billion) phase II expansion project at its Kasungu factory, a
development that will translate into increased clinker production by 800 tons
per day, over and above the current 400 tons per day, resulting in a total of 1200
tons per day tons.
According to the company, another 600 tons of production is expected to
be added in the phase III of their expansion plan to be carried out in the next
6-months.
By year 2020, Shayona plans to complete phase IV of its expansion
project, which foresees an increased cement production capacity to a total of
3000 tons per day, subsequently making the company one of the biggest cement
producers in this Africa region

From page 1 “ T h e a p p l i c a t i o n w e n t t h r o u g h a n
Inter-ministerial licencing committee for scrutiny, which
in turn recommended the carrying out of ESIA whose
report is pending submission to the Environmental
Affairs Department (EAD) for the National Council on
Environment (NCE) nod, before ESIA Certificate that
necessitates the granting of the Mining Licence, is issued,”
he said.
The project which is estimated to span about 25 years
of mine life is poised to create 357 direct employment
opportunities and will involve an open pit method of
mining, producing heavy metals concentrate comprising
rutile, ilmenite and zilconite; using a concentration plant.
As for Community Development Agreement (CDA)
which is stipulated by the yet to be passed Mines and
Minerals Bill (MMB), Salima explained that once the
bill is enacted into law, every large-scale mining company
will have to come up with a CDA, including those whose
licences were granted before the new law.
Further, he disclosed that government made a
recommendation to the Chinese-owned company on
Corporate Social Responsibility (CSR), which is printed
at the back of every licence, as a condition of the licence.
“CSR is not mandatory by law but companies are
encouraged to implement it as good corporate citizens to
obtain a social licence. Take note that CSR forms part of
the ESIA and is also stipulated in the licence application
documents,” he said.
But, speaking in an interview with Mining & Trade
Review, Natural Resources Justice Network (NRJN)
Chairperson Kossam Munthali said that in as much as
issuing of a mining licence is significant for the economy
of this country, transparency in mining contracts awarding
process is as important.
He said it is disheartening to note that despite all the
advocacy and donor funded projects aimed at reforming the
management of the mining sector, threat of vice still exists
due to these secret dealings.
“This behavior lead us to question the motive behind
resistance to reforms by government officials handling
these issues. Why do they want the status quo to remain
despite all the funded-training, advocacy and pleading
efforts to promote transparency that have been exhausted?
Your guess may be as good as mine, which is really very
unfortunate,” Munthali said.
He explained that what is worrying is the fact that
government has not made public terms of contract
agreement, let alone publicised the licence awarding
process, neither has open public consultations been held.
Biswas Ismael, Programs Officer (Extractives) for
Quadria Muslim Association of Malawi (QMAM), a
faith organization that advocates for good governance
and carries out community sensitization campaign on
mining issues in the area said it is unfortunate that his
organisation was not invited to any meeting that discussed
the project.
“And we are not aware of any representatives from
the community who attended consultations a part from one
Sub Traditional Authority (T/A) Lulanga who was invited
to a brief meeting. Stakeholders such as civil society
organisations like us who operate in the area and even the
Area Development Committee (ADC) members, were not
involved,” Ismael said.
Salima could not explain why the whole process was
shrouded in secrecy only insisting that consultations were
done with the communities in the area throughout the
exploration phase and during the ESIA process.
Mining & Trade Review investigations indicate that
communities in Makanjila area know about the pending
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Salima: DoM recommended the awarding of licence in 2017

mining activity but there is ignorance about any
sensitisation meetings having taken place.
The ‘secret’ awarding of the HMS licence in Makanjila
enclave has been shrouded in the same controversy that
has, for long, triggered public mistrust of mining sector
dealings, pitting government against CSOs advocating for
good governance, with the latter accusing the former of
dragging feet in addressing loopholes because some
of its officials are benefiting from the porous system.
Despite all the mishaps, government has just completed
a five year Mining Governance and Growth Support
Project (MGGSP) which was designed to introduce reforms
in extractives sector aimed at ensuring transparency and
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accountability.
The objective of the project co-financed by US$25
m i l l i o n l o a n f r o m Wo r l d B a n k ’s I n t e r n a t i o n a l
Development Association (IDA) and a 4.5 million Euros
grant from the European Union (EU) is to improve the
efficiency, transparency and sustainability of mining
sector management.
Government is also taking strides towards compliance
to standards of the Extractives Industry Transparency
Initiative (EITI) after State President Arthur Peter
Mutharika made a public declaration in his maiden
state of the nation address for Malawi to join the global
initiative

Cartoon

By Ja m e s K a z e m be
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Egenco seeks funding for power projects
Transparency needed on By Deborah Manda
ewly formed power utility the
Electricity Generation Company
Makanjila mine issue

I

t is a welcome development that Government has
granted Chinese firm New Kin International
a mining licence for the Makanjila heavy
BY MARCEL CHIMWALA,
PUBLISHING EDITOR
mineral sands deposit in Mangochi.
As reported in our lead article, the Chinese firm,
which previously held an exclusive prospecting licence (EPL) for the
deposit, is ready to invest US$78-million to develop the mine at Makanjila.
Such is great news because a part from contributing to Malawi’s
economy through payment of taxes to government, the mine will
have multiple economic benefits including creation of employment
opportunities for Malawians.
We also expect small businesses including farming and fishing ventures
in the area to benefit as they will find a better market for their products
at the mine.
The awarding of the licence has also shown that the government
is strong willed to continue awarding large scale mining licences despite
the backlash that came from civil society groups after it awarded the
Kayelekera Uranium Mining licence to Australia’s Paladin.
However, we are very concerned with the secrecy that has shrouded
the Makannjila heavy sands project since the onset.
As the Chairman for Natural Resource Justice Network (NRJN)
Kossam Munthali is quoted in the lead article, it is unfortunate that
government has not made public terms of contract agreement for
Makanjila, let alone publicized the licence awarding process, neither
have open public consultations been held.
The government has to bear in mind that resources including the
Makanjila heavy sands belong to the people of Malawi including the
impoverished communities in Makanjila and it is an insult to deprive
them of information on how their resources are being utilized.
It also has to realize that such hiding of information on mining
activities breeds suspicion that there is corruption in the award of licences.
Certainly, these are some of the reasons why donors including the
World Bank, European Union and German Technical Cooperation (GIZ)
have been on the forefront financing reforms to ensure transparency
and accountability in the minerals sector through the Mining Governance
and Growth Support Project and the Extractive Industry Transparency
Initiative (EITI) process.
In order to score highly on these reforms, we urge government to make
public all the information on Makanjila and other mining projects and
allow Malawians including communities in mining areas to take part in
decision making on the projects.
Malawians have many questions on the Makanjila mine including how
much it will contribute to the government’s purse and what the project
has in store for the local economy of Makanjila.
Until the government and the investor come out in the open and
address Malawians including the impoverished Makanjila communities
on the project, suspicion will continue lingering which could result
in communities resisting the development of this economically
significant mine
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of Malawi (EGENCO) is seeking
financing to kick-start a number of
power generation projects which it
has lined up to boost its power generation capacity
and overcome blackouts which are crippling the
country’s economic activities.
EGENCO showcased the projects to investors
at this year’s Malawi Investment Forum, and
Public Relations Officer for the utility, Moses
Gwaza, told Mining & Trade Review that the
company is hopeful that it will identify financial
partners for the multimillion-dollar ventures.
The projects include 309MW Mpatamanga
Hydropower Scheme on the Shire River which is
the largest in EGENCO’s portfolio, according to a
feasibility study conducted by a German consulting
firm, Fichtner GmbH & Co KG with funding from
the World Bank.
The US$527-million hydropower scheme is
designed as storage plant capable of operation as
a peaking plant.
It consists of the following salient features; a
reservoir formed by 45m high concrete faced
rockfill dam, two diversion tunnels and a gated
spillway at the right abutment, two low pressure
power tunnels with surge shafts and underground
penstocks at the left abutment and surface powerhouse with six vertical Francis turbines.
The second project is the 138MW Kholombidzo
Hydroelectric Power Scheme which will be
constructed on the Shire River upstream of
Zalewa Bridge, and will be the uppermost in the
cascade of the hydro-plants on the river.
The planned US$511.5-million scheme, to be
constructed over a period of 5.5-years, consists of
a 16.8m high concrete gravity dam with a central
gated spillway located 160m downstream of the
existing Matope Bridge.
The third project is the Songwe hydropower
scheme that will be developed on the Songwe
River through cooperation between the Governments
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Tedzani III illustration

Gwaza: Looking for financing partners

of Malawi and Tanzania.
EGENCO has an opportunity to harness at
least 180MW from the plant on the border river.
The fourth project is the Tedzani III Hydropower
Plant Rehabilitation and Upgrade that will add
10MW to the national grid thus 5MW on each of
the two 26.35MW units through modernization
and upgrade of the generation units.
When completed, the 7.4 Million Euros
project will also improve plant reliability.
EGENCO has also planned the expansion of
Wovwe Mini Hydropower Scheme which will add
4.5MW to the power grid. The project is in the
initial stages of procuring a consultant to conduct
a feasibility study.
EGENCO was established from the unbundling
of ESCOM into two companies thus EGENCO and
ESCOM, which is responsible for transmission
and distribution of electricity
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New Mines law crucial
for Malingunde Graphite
Project – NCA Study
...Application of revised legislation will tame community expectations
...Government must scale up monitoring activities for the project

A

By Marcel Chimwala

study conducted by the Norwegian Church
Aid (NCA) has recommended that the
Government enacts the new Mines and
Minerals Bill in order to tame community
expectations at Malingunde in Lilongwe
where ASX listed resources firm Sovereign Metals is

prospecting for flake graphite.
The Ministry of Natural Resources, Energy and Mining
a couple of years ago completed national wide consultations
on the new Law to replace the outdated Mines and
Minerals Act (1981).
However, there have been delays on the part of government
to enact the new Law despite repeated promises by the State
President and the Ministry responsible to speed up the

The article is sponsored by Norwegian Church Aid

process for the enactment of the new legislation.
The NCA sponsored study, which was conducted by the
Institute for Community Mobilisation and Empowerment
(ICOME), laments the delays and calls on civil society
organisations and other concerned stakeholders to seriously
consider pushing for the finalization of the Mines Law.
“This Law which provides for mining companies
to sign community development
...cont. on page 7
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research that would be used as evidence during issue
verification and facilitate discussions among duty bearers
in this case government officials, CSOs, investors and
community members, and also facilitate development of
action plans.
The action plans came from investors, community
members and duty bearers on how they can solve critical
problems affecting not only the community but also
investors and government as they carry out their duties.
TFD, conducted in T/A Masumbankhunda in the areas
of GVH Chitsulo and GVH Ndumila, started with a
research to establish root causes for various problems
and also background information on the areas, and later a
theatrical performance followed.
The performance and discussions unveiled the research
findings and verified them with the community.
The performance also facilitated development of action
plans and resolution of issues between the community
members, the miner and duty bearers.
The research reached out to a total of 243 members of
Malingunde community and five authorities including the
Sovereign Metals, Lilongwe Water Board which has dams in the
area, Friends of Malingunde and the Department of Mines.

Community perceptions

Hovdhaugen: Law will help tame community expectations

agreements will help tame community
expectations and solve almost all the problems that
are being experienced at Malingunde and all the other
mining projects in the country,” says Country Director
for Norwegian Church Aid Havard Hovdhaugen in
commenting on the study.
NCA Coordinator for Economic Justice Thokozani
Mapemba explains that NCA tasked ICOME to conduct the
study in order to bridge the gap which existed between the
community members, investor and government officials.
He says: “The activity was also aimed at empowering
community members to demand their rights and negotiate
development projects as part of the Miner’s social responsibility
while at the same time allowing the Miner to do its work
in compliance with the Laws of Malawi. Much emphasis
was also given to exposing the views of the community
members on the project being undertaken in their area.”
Mapemba explains that Theatre for Development (TFD)
was used as a methodology to collect relevant data through

...from page 6

Mapemba explains that Community members
complained that their lands are being tampered with by
the investor without the owner’s concert.
“People simply realize that there are metals placed
on their land without being properly informed or asked
for a permission,” he says.
Community members also reported that they are not well
informed regarding the levels of the entire mining project.
They, therefore, lack information as to what exactly will
be done in the exploration stage, how long it will take, and
what will follow if their land is a potential graphite site.
The community members claimed that they got as less
as MK60.00 from officials from Department of Lands who
were involved in disbursement of funds to community
members whose gardens were tampered with when the
company was conducting exploration activities.
“In one of the meetings, an official from Sovereign
Metals, who are the investors, declared that some villagers
will be reallocated from their land without further
explaining on how they will be relocated, compensated or
when they will be relocated. This has created fear among
community members and high levels of expectations,” says

Icome perfomance engaging the community and verifying research facts through drama

The article is sponsored by Norwegian Church Aid
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Mapemba: We are empowering the community

the Report.
The study also established that due to inadequate
sensitization, members of the community have low levels
of understanding on how mining operates as such have
developed total doubt in the entire process of the exercise.
For instance, it says, Sovereign metals has continuously
informed the community that they have not yet been
awarded with a mining licence as they are at an exploration
stage but the community is skeptical that something fishy
is going on citing that the sampling exercise is taking too
long.
“This has led to high levels of suspicion, speculations
and mistrust. It is against this background that community
members do not ably patronize mining meetings in the
area,” says the Report.

Community suggested mitigation strategies

Mapemba explains that the members of the community
suggested a number of solutions to the stated problems
including that Sovereign Metals should consider spending
time in teaching the community on how a simple mining
circle operates in order for the community to understand
the process.
The community members also suggested that the
sampling process should be stopped until they are well
informed on the entire exercise.
...cont. on page 8
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Community members listening to presentation

The people suggested that if they are to be
compensated, the money should at least not be peanuts, but
the amounts which will be proportional to the value of their
lost lands to cope up with present economic life.
“Government should make effort to find a place either
at Dzalanyama forest, Ncheza or Katete forest for relocation.
It should also let the people choose where to be relocated
not someone choosing for them, and there should be a grace
period after compensation, for them to peacefully get
prepared before departure to the new location,” says
Mapemba.

...from page 6

Views from Friends of Malingunde

A spot right in the middle of a village marked for drilling

The study also sought views from ‘Friends of
Malingunde’, a grouping that was established in 2016 as a
social welfare association for people who originally come
from Malingunde area.
The group’s objectives include to help in several social,
environmental and health issues concerning the people of
Malingunde.
Friends of Malingunde has come in as an interested
group on the mining issues because they feel that in one
way or the other they will be affected by the Project.
According to the Study Report, there is lack of
information about the project as even the community seems
to have no concrete knowledge about the mining project.
The group has made effort to meet with various
relevant stakeholders on the issue such as the Lilongwe

The article is sponsored by Norwegian Church Aid

District Council, the Ministry of Natural Resources, Energy
and Mining, NCA and Sovereign Metals.
“Through these meetings, it was established that the
investor conducted a number of awareness meetings in the
area since the outset of their study in Malingunde. On the
contrary, the community seems not to have enough
information about the upcoming project,” says the Report.
This information gap prompted Friends of Malingunde
to intervene, and the association approached NCA to assist
them in capacity building on mining governance and
human rights.
The grouping has gathered information on Land Laws,
Displacement, Compensation issues from the relevant
government departments in order to have deeper
understanding on the issues that might affect the
Malingunde community.
Friends of Malingunde would like to assist in
community mobilization by feeding such information to the
community and get feedback from the community to the
stakeholders in so doing acting as a bridge between the
community and relevant stakeholders.
“The group says that there is great need to prepare the
community for the negative impacts that will come due to
the mining project. Therefore, ‘Friends of Malingunde’ is in
need of a proper forum with Sovereign Metals where the
community will be informed on the issues of displacement
and compensation since people are living in fear and
dilemma in their own land,” says the Report.
...cont. on page 9
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Dimba: Area’s member of parliament

Council, the group claims that companies such as Sovereign Metals do the same in other countries such as Australia
where similar projects are taking place.
The other thorny issue that comes out in the report
is that of graveyards. Friends of Malingunde says the
graveyards should not be tampered with, because according
to their culture these are sacred and valuable places that
must be reserved.
On Corporate Social Responsibility, the group says
an agreement should be made between the community
and the mining company and to make it binding, a
Memorandum of Understanding has to be signed.
“The mining company should take the responsibility
of the effects of mining to the Malingunde community.
This includes rehabilitating the damaged environment,”
says the Report.
Friends of Malingunde also proposes that priority for
employment opportunities at the mine, whether skilled or
unskilled labor, should be given to the people from the
Malingunde area.
Likewise, businesses from the area should be given
priority on supply and service contracts at the mine.
“We do not want to see Sovereign Metals importing
materials, furniture and other items that can be sourced
locally,” the group is quoted in the report.

Expectations of friends of Malingunde

‘Friends of Malingunde’ further says it
expects the Malingunde community to be getting royalties
...from page 8

NCA officials and other civil society members at the event

from the proceeds when mining starts.
It says these royalties should be directed to various
developments in the area through the Lilongwe District

The article is sponsored by Norwegian Church Aid

Lilongwe Water Board’s concern

The study also took into account the concerns on the
project by Lilongwe Water Board (LWB) which has two
dams constructed in Malingunde, namely Kamuzu Dam I
with a capacity of 4.5-million cubic meters and Kamuzu
Dam II with 19.8-million cubic meters.
Out of these dams, the Board is currently supplying
water to around 75% of the City’s 1,100,000 population.
Apart from that, the dams provide fish for the community
since the locals are allowed to fish.
The Board has been actively conserving the
environment in the area by regularly supporting tree
planting activities through local structures such as
Malingunde Environmental Community Development
Organization (MECDO).
Currently, the Board is in the process of rehabilitating
and increasing storage capacity of the Kamuzu Dam II to 25
million cubic meters.
“The LWB acknowledges the benefits of mining for
the economic development of the country. However,
since the Graphite project will be taking place in the same
Malingunde catchment area, the Board is very concerned
about the project’s social and economic impact on the
people. According to the Board’s Department of Water
Quality and Environmental Management, there are a
number of concerns and factors that the mining company
should take into consideration before the mining works
commence in the area,” says the Report.
...cont. on page 10
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Community members, MPs, Icome and civil society in a group photo

It explains that LWB will not allow the
project to be done within the water reservoir and the buffer
zone (a radius of 100 meters) of both dams.
It also says the mining company should come clear on
how the waste to be generated from the mine will be
properly disposed.
The report says: “The Company should be open on the
chemicals that will be used in its processes and it has to be
known in advance if there are any negative effects on
the water and people. LWB recommends the use of
environmental friendly chemicals. It further suggests that
the chemicals have to be examined by the Malawi Bureau
of Standards before they are put in use.”
It also urges Sovereign Metals to come out clearly on
how it is going to protect the people from the fumes that
will be coming from its mining activities considering that
these can be hazardous to people’s health and crops.
“Sovereign Metals should be specific on the exact area
they will be doing the mining since LWB is only aware
about the study map. An agreement has to be signed
between the relevant stakeholders on the project and its exit
plan so that the water should not be contaminated and
the environment is properly rehabilitated,” reads the
Report.
...from page 9

Information gap

While praising Sovereign Metals in producing booklets,
brochures and other awareness materials updating the general populace of what is happening at the mining site, the
study says there is still information gap more especially on
the side of the community members themselves.
It says most community members expressed ignorance
of mining procedures including the name of the mineral to
be mined.
“Community members were so surprised to learn that
the government knows what is happening in Malingunde
and they are in consent,” reads the Report.
It says the information gap exists partly because only a
few chiefs are involved in stakeholder meetings while the

Representative of LWB

majority of other chiefs more especially Village Heads feel
sidelined.
The few Chiefs involved also take the blame as they do
not take an initiative to disseminate information to their
colleagues, which fuels suspicion among the chiefs.
The Report also blames lack of coordination among the
community members as one factor fueling the information
gap saying members of the community have not organized
themselves to have a committee to look into mining issues

The article is sponsored by Norwegian Church Aid

MP Aisha Adams representative of parliamentary committe

and represent community members in all issues to do with
mining in a transparent manner.
Mapemba comments: “Community members are living
in fear because they know that one day they will be asked
to move out of their land and they do not know what life
will be like out of the land they knew as home. Most of
them have even stopped doing developments as they feel it
might be useless developing a place they will be moved
out.”
...cont. on page 11

“High levels of expectations are also
noticed by the community as they think they will get a
lot of money from compensations hence pushing the
investors to compensate them as soon as possible.”
In order to address the information gap at Malingunde,
the Report proposes a change in the methodology used in
sensitizing members of the community.
It says community members require a methodology
that relates with them so easily taking into consideration
their beliefs and level of understanding.
“Such methodology should present issues in a
chronological order that even a lay man in mining can
follow.” It is not a hidden fact that people in Malawi are
skeptical about mining based on past examples. As such,
information dissemination needs to be taken seriously.
One example of methodologies that relates and trickle
down to a common villager is, Social mobilisation
Campaign. Theatre for development could also be ideal,”
reads the Report.
It also recommends the use of the vernacular language
in sensitization campaigns saying it is always important
to use a language that the villagers will understand easily.
The Report says when targeting community members
a word of mouth should be used than the printed
information because most people in Malawi prefer a word
of mouth than the printed information.
...from page 10
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Government’s poor monitoring of the project

Mapemba says the information gap has arisen because
of government’s poor monitoring of the graphite
prospecting project.
He explains that for the mining project to succeed,
there is need for the government to embrace the principle
of “free, prior and informed consent,” and ensure that the
members of the community in Malingunde are involved
in every step of the project.
“As a key partner and beneficiary of the mining
project, the government does not have to leave all the
responsibility of the project including sensitization
activities in the hands of the investor. It has to be actively
involved in every stage,” says Mapemba.
He also stresses on the need to continue with action
research and theatre for development in the area to bring
on table government officials, Sovereign Metals and the
community so that dialogue that will eventually clear out
all the fears and inform the community on the project
continues.
“Moreover, through theatre for development, the
community will challenge government and Sovereign
Metals to commit to commitments which the community
will demand including issues of relocation, compensation
procedures and other relevant issues. The community will
therefore have assurance that their welfare is safe at the
same time government and Sovereign Metals will be put
to task to provide assurance that they will commit to
community demands by signing a legally binding
community development agreement,” says Mapemba.

Sovereign Metals feasibility study

Sovereign Metals is currently conducting a number of
technical studies, which will culminate in a feasibility
study, to determine the financial viability of developing a
mine at Malingunde.
An economic scoping study for the Project was
completed in mid-2017. The results of this study
demonstrate that the Project has the potential to be
developed as a low capital and operating cost operation,
with annual graphite concentrate production of
approximately 44,000 tonnes over an initial life-of-mine
(LOM) of 17 years. Sovereign is now moving into the next
phase of Project development activities, with an aim to
bringing the Project into construction in 2019. One of the
technical studies that is required as part of the feasibility
study is an environmental and social impact assessment
(ESIA), which is already underway, and is taking into

account all the issues being raised by stakeholders.
is developing a rehabilitation and closure plan which will
“Specialist studies will be undertaken as part of the be submitted to the Environmental Affairs Department with
ESIA to determine potential impacts. Discussions will be the ESIA report.
held with stakeholders specifically relevant to the water
“We will consider progressive rehabilitation, as well as
resource in close proximity of the project area,” says end land uses upon closure,” he says
Sovereign Metals Country Manager,
Andries Kruger in responding to
how the mining project will take into
account the near-by dams.
He says stakeholder engagement
is planned for the Scoping and ESIA
phases of the project and as part
of certain specialist assessments,
consultation with stakeholders will
also be undertaken.
Kruger explains that a logistics
study and a cultural heritage impact
assessment will be conducted as part
of the ESIA and all potential impacts
in the project area and along proposed
access roads will be assessed.
He says the project will not
relocate all Malingunde members of
the community because the project
area may change and will likely
become smaller as the findings of
various specialist studies will assist
in informing the location of the
proposed infrastructure hinting that
as the ESIA process progresses,
more detailed information will be
provided.
He also explains that the company Deputy Director Department of Mines: Peter Chilumanga

The article is sponsored by Norwegian Church Aid

MINING
12

OPINION & ANALYSIS

M

July 2018

The Author, Ignatius Kamwanje, is a Consulting Geoscientist
with experience in Mineral Exploration, Mining Geology, ESIA,
Ground Water Resources and Occupational Safety, Health
and Environment.
He can be contacted on: igkamzy @yahoo.com - 0999216869

Resettlement and Compensation for displaced communities due to Mining Activities in Malawi
alawi has considerable deposits of
minerals such as iron ore, niobium,
tancol (tantalum and columbium)
a n d zirconium, graphite, limestones,
gemstones, rare earths, mineral/energy
fuels like hydrocarbons, coal, uranium and also dimension
stones. Malawi’s mining industry is very small as compared
to surrounding countries in the region and most licences that
have been awarded are for prospecting and not mining.
Malawi is a resource rich country. Below is a brief quote
from the (World Nuclear Association,2014)
‘’Malawi was a producer of brick clay, cement, coal,
crushed stone, lime, limestone, and sulfuric acid for
domestic consumption in 2013; Malawi’s consumption of
minerals and mineral fuels, however, was not globally or
regionally significant. The country also mined and exported
uranium; gemstones such as amethyst, garnet, ruby,
sapphire, and tourmaline; and such ornamental stones as
agate and rose quartz. Malawi accounted for nearly 2% of
world uranium production in 2013’’
Although mining is done in Malawi, most of the
minerals are mined at Small Scale level. However, the
country does not have a national resettlement policy
although resettlement and compensations are reflected in
the Mines and Minerals Policy (2013) and the National
Land Policy (2002) and also projects in energy and roads
have resulted in land acquisition, resettlement and
compensation although little data is available to indicate
the numbers of displaced communities or households.
Many of these have been guided by resettlement policy
frameworks and action plans that are specific to the project
in question and usually required as part of the conditions
for projects that are financed by international lending
institutions, such as the World Bank or IFC.
Much of the resettlement literature in Malawi is based
on relocating people due to infrastructure development and
land reform. There is no concrete and binding literature on
mining-induced displacement in Malawi but there are a
number of reports produced by civil society organisations
(CSOs) and non-governmental organisations (NGOs) on the
impact of mining operations on communities. In particular,
the contested impacts of Kayelekera are documented; this
operation saw the resettlement of some households in line
with government legislation. In the same vein the Kanyika
Niobium Project also saw proposed relocation of the
communities to a new area although still up to now there is
a conflict due to the delay in its implementation.
Villagers in Malawi have been forcibly evicted from
their homes to make way for coal and uranium mines and
consequently face serious problems accessing safe water.
This is according to a “Human Rights Watch Report,’’
which claims that the government lacks adequate
safeguards to protect those affected.
Villagers narrated stories that they were given little
to no notice that mining would begin in their area, and
unsatisfactory or zero compensation for resettlement, the
report said. It also claimed the villagers had suffered problems
with their crops and water sources and were worried about
the effect the mining was having on their health.
Although the villagers claim that they had been forcibly
evicted, there is need to applaud one mining company that
invested heavily in social improvement projects, the

Kayelekera Uranium Project. They solely funded the water
purification plant at Karonga Boma. They built a clinic in
Kayelekera, roads, some houses and rehabilitated schools.
They provided direct support to the community in the form
of donations of food, non-mining vocational training and
school supplies. They also paid compensation to the displaced families although there is still an outcry from some
CSOs that not much in terms of financial requirement was
compensated and paid for.
Displacement poses a risk to socio-economic sustainability.
Negative effects include, joblessness, loss of land and homes,
marginalisation, increased morbidity and mortality, food
security issues, loss of access to property, psycho-social
issues, social and community breakdowns etc.
Inorder to assess the compensation of people as a result
of mining activities, the following principle elements may
be important to consider: Note that these are but only a few
¸ the disruption of the socio-economic activities
¸ change or conversion of use of the land after mine closure
¸ duration of the mining lease
¸ loss of expected income which depends on the nature of
crops and their life expectancy
¸ any other disturbance suffered as a result of the grant of
the mineral right
¸ diminution of the value of the land as a result of the
diminution of the use made of or which may be made
of the land
¸ severance of any part of the land from other parts
¸ any surface rights or access
¸ the cost of re-establishing commercial activities
elsewhere in a similar locality
¸ loss of net income during the period of transition
However, in the mining sector, the World Bank Operational
Policy (OP) and Bank Procedures (BP) 4.12 on ‘’Involuntary
Resettlement ‘’and the International Finance Corporation’s
(IFC’s) Performance Standard 5 on ‘’Land Acquisition and
Involuntary Resettlement’’, first adopted in 1980 and 2006
respectively are most commonly applied. Most mining
giants like Rio Tinto, BHP Billiton, ArcelorMittal, Barrick,
Vale, use one of these standards to govern their resettlement
policies and planning. They reliably commit themselves to
the application of the IFC Performance Standards in their
policies on community engagement, human rights and
sustainable development, even if the IFC is not providing
project finance. A mining company should therefore treat
the resettlement aspect as an integral component of the
development process and devote the same level of effort and
resources to resettlement preparation and implementation
as to the rest of the project. This is because implementing
resettlement as a development program not only helps the
people who are adversely affected but also promotes easier,
less-troubled implementation of development projects.
The major international financial institutions, including
the World Bank, International Finance Corporation (part of
the World Bank Group), African Development Bank and
Asian Development Bank, have their own involuntary
resettlement policies for projects for which they provide
finance. These policies have most frequently been applied
towards more sustainable development and are an integral
part of the approach these lending institutions take, manage
risk for project financing. They have been developed to
provide substantive and procedural policy protections for

people displaced from their livelihoods and/or homes by
projects financed by the institutions.

Case Study: A scenario that needs to be avoided at all cost.
In 2011 Globe Metals entered into negotiations
and consultations for the resettlement of the Kanyika
Community and the payment of compensation for any loss
and damage occasioned to the Community as a result of the
implementation of the Project. The following issues were
brought forward:
¸ that Globe Metals would resettle all members of the
Kanyika Community adversely affected by their
operations by the year 2012 (the ‘resettlement
undertaking’) and compensate any loss and damage
suffered as a result of the project (the ‘compensation
undertaking’);
¸ the Mzimba District Commissioner gave assurance to
the Kanyika Community that he would ensure they were
paid compensation and relocated from the Kanyika Area
by the year 2012.

What followed thereafter?
The Kanyika Community significantly laid off their use
of their land, ceased long term activities including their
homes which were marked for demolition by Globe Metals
& Mining Ltd. Five years down the line, Globe Metals is
not honouring the terms agreed.

Observation
There is one “Resettlement Policy Framework”
produced for the proposed Globe Metals & Mining at
Kanyika Niobium Project which can be accessed and it
committed itself to adhering the IFC guiding principles and
ofcourse the Malawian Laws at local level. Similarly,
Paladin Africa in its Kayelekera Uranium Mine project also
committed to the IFC standards through adherence to the
Equator Principles that aligned with the IFC standards. It is
anticipated that the Songwe Rare Earth Project and the
Malingunde Graphite have also prepared theirs that
conforms to the IFC Standards.

Lessons Learnt
In August 2017, the Kanyika Community commenced an
action in the High Court seeking constitutional and common
law damages and compensation. In September 2017, the
Attorney General, on behalf of the second defendants filed
a Defence denying the Kanyika Community’s Claims. The first
defendants also filed its Defence denying the allegation.
The matter has since been referred for mediation.

Opinion
It recommended that mining companies in Malawi use
and follow the International Guidelines for Resettlement
and Compensations though they are liable to have one for
a specific project. These should also be legally bounded to
avoid the Kanyika scenario and also a Memorandum of
Understanding(MOU) plays a significant role. It has also
been observed that displacement of communities was done
hurriedly before significant final processes were followed
as a result the communities felt cheated because they
were kept waiting for too long without tangible results on
resettlement and compensation issues

ASMs strike deals at Malawi
Investment Forum

July 2018
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Maleta (R) taking Prophet Bushiri (L) through a variety of gemostones at the
cooperative’s pavilion

By Chiku Jere

rtisanal and small-scale miners, who exhibited their mining
products at this year’s Malawi Investment Forum under the
umbrella of Nyasa Mining Cooperative, emerged from the forum
with smiles after striking lucrative deals and discovering
profitable markets for their precious stones.
The cooperative’s chairperson, Percy Maleta, told Mining & Trade Review
that his group had a very successful forum as they made very good deals that
only need finalizing.
“The gemstones we showcased got attention and we had high traffic at our
pavilion. High profile delegates and international participants were surprised to
see so many gemstones at our booth, some thought we were from Zambia,” said
the visibly excited Maleta.
Maleta, who is also Vice Secretary for Gemstone Association of Malawi
(GAM) - Central Region, said, among other engagements, the Cooperative had
important business discussions with South Africa-based Malawian flamboyant
Prophet Shepherd Bushiri, popularly known as the Major One who is interested
in procuring gold and other precious minerals from ASMs.
“Other deals we sealed include an order for 1000 grams of Rhodolites
Garnets worth $15,000.00, another 1000 grams of Aquamarine worth $50,000.00
as well as 1000kgs of Blue Agate worth $7000.00, all with a South Africa-based
businesswoman known as Njenga,” he said.
Maleta was over the moon with the deals but urged the need for Malawi to
put its house in order, saying, it has been losing lots of revenue through selling
raw gemstones instead of finished products.
He, therefore, suggested that government should put in place a deliberate
policy that will promote value addition of minerals in order for the country to
benefit more from the resources.
He expressed concern that 99.9% of Malawi minerals are exported to the
outside world in raw form, which results in revenue loss.
“By selling these raw gemstones, Malawi does not only lose 80% of the
actual revenue that the processed stones fetch, but also jobs, that could have
benefited the citizenry, particularly the youth and women,” Maleta said.
He observed that most of jewelry finished products that are on local market
are made from Malawi gemstones and minerals exported to other countries.
“Business people go and buy those finished products from outside the
country and resell them here at an exorbitant price. In doing so, we are not only
depleting the country’s limited forex, but also exporting jobs as many would
have been employed in gemstone value addition industry,” he said.
He called upon government and other interested stakeholders to support the
artisanal and small scale miners, whom he said produce 90% of gemstones.
“We need support in all stages, from prospecting to the marketing of
gemstones,” he said.
Maleta said cooperatives and associations in mining will be happy and
appreciative if they can get assistance in areas of value addition with training
and equipment, and also exposure to the world market by supporting their
participation at gemstone and jewelry forums and fairs elsewhere.
He rated the 2018 Malawi Investment Forum with a 85% score mark, saying
its major highlight was allowing SMEs to exhibit free of charge, which, he said,
will help boost and give confidence to the country’s SMEs
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The Role of State Owned Enterprises in Developing Economies

Abstract
While it is universally accepted that State Owned Enterprises (SOE) face challenges
of poor governance, they can also reduce dependency on manufactured imports through
import-substitution and offer speedy industrialisation through public private partnership.
SOEs can manage state equity well if personnel is recruited on merit and they operate in
an autonomous environment.

INTRODUCTION
Countries whose economies are underdeveloped face infrastructure development
challenges and often rely on primary industries such as agriculture and natural resource
extraction. These countries are faced with illiteracy, poverty, diseases and unemployment.
In order to get out of this situation they come up with public policy that promote private
sector development and social development. Private sector development is triggered by
availability of good infrastructure such as energy, transportation systems, water supply,
communication, education and healthy. This public policy entails establishment of state
owned enterprises (SOE) or state corporations (SC) that promote the development of
private sector and mixed economies that trigger economic development.
In Malawi this saw the birth of Electricity Supply Commission (ESCOM), Agriculture
Development and Marketing Corporation (ADMARC), Water Boards, Malawi Telecommunication Limited and Mining Investment and Development Corporation (MIDCOR).
In this paper we dwell on the role MIDCOR played and would have continued to
promote the development of the minerals sector.
MINING INVESTMENT AND DEVELOPMENT COROPRATION
Prior to 1994 the mineral sector contributed less than 1% of Malawi’s GDP. With
the aggressive campaigns both local and external, between 1995 and 1998, the sector’s
contribution rose to nearly 3% of the GDP. The activities of MIDCOR established in 1985,
and the Ministry of Energy and Mining led to increase in foreign investment in the
mineral sector and equally showed the confidence foreign investors had in developing
Malawi’s minerals sector. The following table proves this point:
YEAR
1993
1994
1995
1996
1997
1998

Government

Expenditure
2,468,590
3,197,270

Private-Foreign
Expenditure
Nil
Nil

4,652,040

10,750,000

11,117,946

20,500,350

5,489,410
7,200,000

Local-Private
Expenditure

Total

191,040

2,659,630

825,125

16,227,165

1,007,903

32,626,199

226,905

12,850,000

2,001,814

3,606,733,333

2,210,495

3,424,175

20,341,224
3,616,143,828

When mining investment was increasing, in terms of exploration, both the Ministry
of Energy and Mining and MIDCOR were abolished. This was a result of Structural
Adjustment Programmes (SAPs) that forced African governments to adjust their economic
policies in order to benefit from debt relief and conditional financing in terms of loans. This
disturbed African Development Bank’s assistance through development of Mulanje
Bauxite and Bwanje Valley limestone deposits.
The European Union sponsored a Southern Africa Development Community (SADC)
Mining Investment Forum in in December 1994. The purpose of this forum was to enable
the European Mining Companies to look at mining investment opportunities in each of

the member states of the SADC. A similar forum was hosted mid-2000. This had an
effect also on increase in investment interest in countries of the SADC. The abolition of
the two institutions in 1997 sent wrong signals to private sector on the seriousness of
the Government in developing the minerals sector. FDI in the mining sector rose in 1998
due to investment in uranium mining and processing, a commitment that was already
met during MIDCOR days.
The security of high-risk investment was at stake in a situation where there was no
full time ministry responsible for mineral development affairs. Economic policy reversals
were rampant. MIDCOR was mandated to look at import substitution and investment
into strategic minerals such as coal, iron and limestone (for lime and cement) for Malawi’s
energy and infrastructure development. Investment promotion in major mining investment
events were undertaken.
Government’s direct participation in the mining sector such as uranium mining and ruby
mining has not been effective due to poor governance representation and monitoring of mine
revenue. The situation has raised interest in the re-instatement of a state mining company
to develop the available mineral resources and become a vessel for mineral development.
No organization wanted to develop Mchenga Coal Mines, but after MIDCOR, with the
assistance of Department of Mines and Geological Survey, many companies presented
their bids when government decided to divest. This showed public sector participation in
strategic investment is vital for economic development of emerging economies.
The mineral sector will continue to attract development cooperation if government
continues to put mining as a priority just like agriculture.

CHALLENGES IN MANAGING PUBLIC INSTITUTIONS
It is widely claimed that SOEs face immense challenges in terms of accountability
and presence of multiple authorities offering oversight roles, lack of new technology, weak
internal controls marring the corporate governance practices, mindset issues and lack of
motivation to work in private sector environment. SOEs also suffer from unnecessary
heavy expenditure on social and political overheads leading to unnecessary over
capitalisation. Recruitment of personnel is not based on sound merit and planned labour
projections. Productivity is low on account of poor materials management or ineffective
inventory control. Absence of proper price policy forces SOEs to effect price subsidies
that meet socioeconomic objectives of their shareholder (government).

OPPORTUNITIES FOR ECONOMIC DEVELOPMENT
A SOE in the mining sector should be viewed as a holding company that will promote
the minerals sector, oil and gas, participating in state equity and provide leadership for
divesture in order to promote local participation in the mining sector.
The Company will be managed by professional managers recruited on merit and with
autonomy to offer maximum return to the shareholder (government). This arrangement
will help promotion of development of strategic minerals necessary for import substitution,
youth employment creation, trigger the development of economic linkages and bring about
technological advancement.
The company could also help the formalisation and marketing of mineral products from
small scale mining.
CONCLUSION
The development of the minerals sector requires the establishment of a SOE to
manage state equity, develop low value minerals with strategic importance and foster a
cooperative relationship between government and private sector for the provision of
infrastructure services effectively. This will bring technical and managerial expertise
and injection of huge capital, which the government may not possess. The SOE can also
act as a development bank for the minerals sector to assist with formalisation of the
artisanal small scale mines and marketing their mineral products
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By Marcel Chimwala

xploration work currently being pursued
by multinational firms in Malawi’s
stretch of the oil rich Great African Rift
Valley has unveiled high prospects for oil
discovery.
Head of Oil and Gas Desk in the Ministry of Natural
Resources, Energy and Mining, Cassius Chiwambo, tells
Mining & Trade Review that the surveys have strongly
indicated that there are thick sediments ranging from 2500
to 3500m that could be a source of hydrocarbons.
The Malawi Government demarcated the country’s
oil prospecting area into six blocks and awarded Block 1
to Efora Energy (formerly SacOil Holdings Limited),
Block 2 and 3 to Hamra Oil, Block 4 and 5 to RAKGAS
MB45, and Block 6 to Pacific Oil and Gas.
Chiwambo explains that as is the case with global
petroleum sectors, Phase 1 exploration work conducted
by the companies has so far involved desk studies,
airborne surveys, seismic surveys and data interpretation,
geomapping for blocks on ground, and environmental
impact assessments.
He says: “Most of the companies have conducted
desk studies and surveys like the airborne gravity and
magnetic surveys, and airborne full tensor gradiometry
surveys which showed positive results. The companies
are now preparing to conduct ESIAs with the guidance
of the Environmental Affairs Department.”
Chiwambo says after the ESIAs, the companies will
move to Phase 2 which requires importation of drill
equipment to start preliminary drilling of exploration wells
for determination of availability of hydrocarbons.
The Ministry of Natural Resources, Energy and Mining
established the Oil and Gas Section under the Department
of Mines to be responsible for all upstream (exploration
and production) activities in Malawi.
Among other functions, the section administers
licences and facilitates negotiations with companies on
behalf of the government for the benefit of Malawian
citizens.

Chiwambo: Companies making progress

Map showing
Malawi’s demarcated
six oil blocks

Normally the negotiation process includes other
stakeholders such as government’s relevant ministries,
departments and agencies.
The other functions of the Section are; inspection
and where necessary supervising exploration works by
companies for both onshore and offshore operations,
conducting community sensitization meetings, inspection
of alleged oil spillages, updating and developing the legal
and regulatory frameworks which include revising the
Petroleum Act, developing the National Petroleum Policy,
and Oil and Gas’s Local Content Policy and developing
the model Petroleum Sharing Agreement (PSA).
The Section also participates in global oil and gas
forums and conduct capacity building for government
officials involved in oil and gas operations through
international short-term and long-term trainings.
“Currently, the Section is committed to revising and
developing the legal and legislative frameworks for the oil
and gas sector in Malawi,” says Chiwambo
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