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Overview

e Extractives: Oil & Gas + Mining (coal, metals, gems) +
Quarrying (sand etc).

* Non-Renewable Resources (but importance of the
‘Circular Economy’: Recycling etc.).

 Renewable Resources (soils, forests, fisheries etc.) —
avoid damage from extractives industries
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Fossil Fuel Age to Renewables Age
(Gas as an ‘energy bridge’)
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Asia — LNG Market

Global liquefied natural gas imports
hillien cubic feet per day
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Mozambique: huge impact

Total petroleum economy, production multiplied by price

Mozambique: the
petroleum economy is o
forecast to be FOUR
times the size of its 2017
GDP in 20 years time. -
| —_[Mozambique's GDP 2017]-——---
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Low Carbon future will raise demand for
metals & minerals

e * Electric vehicles, batteries, grid
and Metals for a Low Carbon Future StO rage’ publlc tra nSport

e Lithium, Cobalt, Nickel, Copper,
graphite

* Recycling in richer countries,
but limited stocks to recycle in
developing countries

 Mining requires power (‘Green
Mining’)
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Internal Combustion Engine to Electric
Vehicles

P Solar Roof
, Power Electronics
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Transmission + Electric Engine

Battery- |
Management- e
System (BMS)
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Information Age

MICRO-ELECTE[C Al

Copper, gold, silver, and tungsten are used for
electrical connections within the phone. Which
metal is chosen depends on the need. For
example, while silver is the most conductive
metal, gold never tarnishes.

@ TUNGSTEN

MICRO-CAPACITORS

Micro-capacitors regulate the electricity flow.
Apple managed to guarantee the use of
conflict-free tantalum in February 2014.

TANTALUM
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PROCESSOE CLIE

SILICON

The phone's processor

is mainly made from silicon,
but it is bombarded by various
elements to give it superior
electrical properties.
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Lithium Price

Prices Soar
Lithium rises on electric car demand

M Lithium Price
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Cobalt requirements

Amount of cobalt in different devices

SMARTPHONE LAPTOP
5 t0 10 grams | ounce
(as heavy as 2 to 4 pennies) (a slice of bread)
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TYPICAL ELECTRIC CAR

10 to 20 pounds

(2 to 3 gallons of milk)



Extractives export dependence in Africa 1996-2014

Averages

Dependence 2014 = 58.9%

/

Change since 1996 = 19 % points
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B Export Dependence 2014 (%) ——Change in Dependence since 1996 (% points)

Source: Alan Roe and Samantha Dodd, Chapter 2 in our book
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Many African countries have huge unexploited resources

Per capita value of Lower-middie Upper-middie
resource reserves, 2012' '
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Example Guinea:
Guinea’s exceptionally high levels of
reserves are nowhere near to being

matched by its levels of bauxite
production. For example, the world’'s
largest  bauxite  producer namely

Australia has six times the Guinean level
of annual production but reserves equal
to only 65% of those located in Guinea.



Foreign Direct Investment (Stock) - s mitiion
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Mozambique $1.2 bn in 2000 to $38.5 bn by 2017
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National Policy Challenges: A Few

Revenues: Consume? Invest? Save?
Consume: public workers’ wages v social protection (cash transfers)
Invest (Real): But in What?
Infrastructure? Agriculture? Manufacturing?
Save (Financial Investment):
e ‘Fiscal buffers’ (liquid funds to smooth public spending as
revenues fluctuate)
* Sovereign Wealth Fund (transfer wealth to future — but why in a
poor country?)
Stranding (unburnable carbon) : Climate Change Action =>
downturn in revenues — but how soon?
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National Policy Challenges: A Few More

Employment & Livelihood Generation.
Extractives-based growth can be narrowly distributed
(=> political problem e.g regional conflict)
Avoid destroying the non-Extractives Economy: ‘the resource curse’
via macro-economic distress (e.g currency overvaluation)
& environmental damage
Fiscal Management Critical: deploy fiscal rules,
but the politics can be hard (unrealistic expectations)
Debt: Avoid excessive borrowing.
Be transparent (sovereign, corporate & NOC)
Manage Risk! inc. ‘Tail Risks’ (big unexpected shocks).
Build local capacity for: macro-analysis, project evaluation + data collection
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Rise in Sovereign Debt

Figure 1.2. Sub-Saharan African Frontier Market Economies:
International Sovereign Bond Issuances, 2014-18
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Source: Haver Analytics.

Note: Sub-Saharan African frontier market economies include Angola,
Cameroon, Republic of Congo, Céte d'lvoire, Ethiopia, Gabon, Ghana,
Kenya, Mozambique, Namibia, Nigeria, Senegal, Tanzania, and
Zambia.

' Data are as of March 2018.



Low Income Countries: Share of Non-Concessional Finance

% of total public and publicly guaranteed debt, 2007-16
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Concentrated contributions of mining argues dilutes the benefit for
many

FOREIGN DIRECT INVESTMENT
Mining FDI often dominates the total flow of FDI in less developed economies that have 60% — 90%
only limited other attractions for international capital

EXPORTS
Mineral exports can rapidly rise to be a major share of total exports in less 30% - 60%
developed agrarian economies even when starting from a low base

GOVERNMENT REVENUE
Mineral taxation has become a very significant source of total
tax revenues in many less developed economies that have 3% - 20%
limited tax raising capacity

NATIONAL INCOME (GDP & GNI)
Modern-day mining is a capital-intensive
industry - so it may account for only a
small proportion of total national
GDP and less for GNI

3% - 10%

EMPLOYMENT
This is also low
- typically only
1-2% of total
employment 1% - 2%
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Vale ‘Tailings’ Disaster in Brazil
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Artisinal Mining

AFTER 72 HOURS UNDERGROUND, ZIMBABWE GOLD MINERS ARE PULLED TO SAFETY

B '. \ ‘ \ !f‘,..
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One of eight
miners trapped
underground in
aflooded gold
minein
Zimbabwe is
pulled out alive
yesterday three
days after they
were trapped in
the illegal
shaftsin
Battlefields,
about 100
miles west of
Harare. Atleast
22 bodies were
retrieved and
asmany as 40
miners were
feared to be
still missing.



orruption

<>

Gertler’s stakes in two Congo
mines, for instance, folded in
$556 million in debt—includ-
ing $120 million in interest—
that Mr. Gertler owed Glen-
core, the company said at the
time. The cash payment in the
deal was about $534 million.

‘The documents, though, de-
tail a series of specific trans-
actions in which Glencore
helped to finance Mr. Gertler’s
business interests in Congo.
Glencore’s chief financial offi-
cer frequently signed off on

cuments associated with the
loans.

The overall value of the
loans and many of their de-
tails haven't previously been
reported.

A spokesman for Glencore

declined to comment on the

report by London-based cor-
ruption watchdog Global Wit-

UNITED NATIONS
UNIVERSITY

UNU-WIDER

the loans were improper is
wrong, the spokesman said.
“Fleurette has operated trans-
parently and in line with all
applicable laws during its in-
teractions with Glencore,” he
said, adding that all loans
were used for legitimate pur-
poses and were repaid.
Documents reviewed by the
Journal show that in 2011 a
company controlled by Mr.
Gertler owed $300 million to a
Bermuda affiliate of Glencore,
Limajo International Inc., a
previously undisclosed debt.

ajo $510 million, the docu-
ments show.

Glencore’s ~ties 3
Gertler date to the mid-2000s,
‘when both invested in Nikanor
PLC, a London-listed Congo-
lese copper operator. In 2007,
Glencore lent about $250 mil-
lion to a company controlled

by Mr. Gertler, and that com-
pany used the funds to pur-
chase a stake in Nikanor, ac-
cording to the documents.
Mr. Gertler later used about
$61 million in Glencore funds
to amass shares in another
Congo mine operator, Katanga
Mining Ltd., after it merged
with Nikanor, the documents
show. Glencore invested in Ka-
tanga alongside Mr. Gertler
and eventually came to control

In total, Glencore provided
nearly $900 million in loans
and advances to Mr. Gertler’s
companies, according to the
documents. Some of that
amount likely included ac-
crued interest on some of the
loans, the documents show.

Glencore’s Katanga Mining,
in addition, made about $80
‘million in advances to a com-
pany controlled by Mr. Gertler
from royalties he was entitled

to receive, according to Ka-
tanga’s public filings. Glencore
purchased Mr. Gertler’s stake
in Katanga in 2017.

Last month, Canada’s main

Commission said Katanga,
‘which trades in Toronto, paid
associates of Mr. Gertler “to
maintain relations” with the

said last month the company
“has always acted appropri-
ately and with integrity in the
DRC. Nothing has ever been
proven against the company
o its executives in a court of
aw.”

Riches in Congo.

BAD DEAL

The “Blood Diamond” magnate
who is at the center of Och-Ziff’s
bribery scandal in Africa

By Lily Kuo + September 30, 2016




The Resource Curse
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