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MAKING A POSITIVE SOCIAL 
CONTRIBUTION

MANAGING EXPECTATIONS

There are growing expectations of mining companies from 

government and communities, fuelled in part by community 

activism and slow levels of government service delivery that have 

increased their reliance on mining companies. The challenging 

market conditions have constrained our ability to maintain 

previous levels of economic and social investment activity. 

Managing stakeholder expectations has been, and remains, 

critical. The quality of relationships and levels of trust that we have 

fostered with our host communities, have enabled us to maintain 

good relations and communicate effectively about our SLPs and 

other social commitments. 

We have been focusing on seeking innovative ways to deliver 

further social return with substantially less funding. We engage 

with community representatives and other key stakeholders to 

identify priority projects that will best address community needs 

in a sustainable manner and seek to establish collaborative 

partnerships informed by a common vision of the desired 

outcomes. Our longer term aim is to reduce the dependency 

of municipalities, communities and small, medium and micro 

enterprises (SMMEs) on our mines. These focus areas were key 

recommendations identified through a socio-economic impact 

study that we conducted in 2015. 

Our progress has been supported by the outcomes of a series 

of road shows undertaken across our operations in 2015, 

during which Company executives met with diverse stakeholder 

representatives from communities, government, suppliers, 

unions and political parties. These engagements helped 

us enhance our understanding of stakeholders’ interests, 

fostered greater stakeholder appreciation of our activities, and 

encouraged new thinking about how sustainable development 

may be promoted in partnership across Kumba’s operations and 

host communities.

OUR APPROACH AND STRATEGY

Building on the foundation of the economic benefits generated 

through our core business activities, we strive to support local 

economies by promoting local procurement, enterprise 

development and workforce development. To support the 

delivery of good public services, we concentrate on working with 

local government to strengthen their capacity, maximise the 

socio-economic benefits from our own infrastructure and deliver 

social investment that supports those most in need. Many of 

these initiatives are implemented through strategic partnerships 

including with local government, development partners, SIOC-cdt, 

the Anglo American plc Chairman’s fund, communities and non-

governmental organisations (NGOs). By focusing on leveraging 

our value chains and skills and implementing programmes 

systematically, we can have a significantly greater positive impact 

on host communities at a much lower cost than conventional 

social investment-led approaches.

Our approach is also informed by regulatory requirements 

such as those of the Mining Charter and our SLPs, which focus 

primarily on education and skills development, healthcare, 

community empowerment, infrastructure and partnerships in 

local municipalities. The five-year SLPs are developed through 

a consultative process with the respective municipalities and 

through regular interaction with host communities. They are 

reviewed and revised where necessary, including prioritisation of 

projects. Large-scale projects are aligned to municipal integrated 

development plans and local economic development strategies. 

Our objectives are aligned with national, provincial and local 

priorities, and draw from South Africa’s National Development 

Plan and the United Nations’ Sustainable Development Goals. 

We work closely with the Department of Mineral Resources and 

the provincial and local authorities, and seek their guidance, 

advice and support on how best to integrate our efforts into their 

integrated and local development planning for the region.

The challenging social context in South Africa highlights the need for sustainable 

community development as both a commercial and social imperative. Our operations 

are located in rural areas characterised by limited formal economic activity, high levels 

of poverty and unemployment, inadequate provision of infrastructure and poor service 

delivery. Our mines represent a significant centre of socio-economic activity and an 

important source of welfare for rapidly growing populations. We seek to ensure a lasting 

positive legacy in the areas where we mine, by increasing the benefits of our presence and 

building local capacity to allow development to be sustained beyond the mining sector, 

and beyond mine closure. Achieving these objectives depends on collaborative efforts with 

government institutions, community members, suppliers and other large corporations.
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Each of our operations has a stakeholder engagement plan 

that is updated on an annual basis, and functioning community 

engagement forums that meet at least quarterly. We monitor the 

quality of our engagement and the structures and communication 

channels in place, especially at community level, to ensure that 

these are effective. We are increasingly confident that our projects 

are making their intended positive impacts. This was confirmed 

by the 2015/2016 Kumba social impact assessment study 

conducted by Kumba on all implemented projects.

LEGAL COMPLIANCE
Ensuring full compliance with government’s policy and legislative 

requirements is a cornerstone of our commitment to delivering 

social value and promoting socio-economic transformation. 

We engage actively with government, both directly as a 

company and through Anglo American plc, as well as indirectly 

through representative business organisations, with the aim 

of contributing to the development of socially progressive and 

pragmatic legislation. We also subscribe to various leading 

voluntary codes and social compacts. 

Following are some of the most important socially oriented 

legislative areas that we have been focusing on:

implementing our approved SLPs

participating in the review of the draft Mining Charter III and 

seeking alignment with the Broad-Based Black Economic 

Empowerment B-BBEE Act and Codes of Good Practice 

working towards compliance to the new B-BBEE Codes

meeting the objectives of the President’s Framework 

Agreement for a Sustainable Mining Industry 

engaging in government initiatives relating to Operation 

Phakisa

delivering on our commitments in terms of the Leaders’ 

Declaration – Mining Industry Commitment to Save Jobs and 

Ameliorate the Impact of Job Losses

continuing to play a leading role in the Chamber of Mines, 

helping to ensure that it lobbies on key issues and for a 

consistent and stable regulatory environment

Legislative and regulatory uncertainty is an ongoing 

concern and constrains efforts to revive the mining 

sector and work towards clear objectives. Government 

recognises that the mining industry and its stakeholders 

need continuity and certainty to be able to effect 

transformation, and to continue to sustain and grow 

investment in the sector. We look forward to the 

finalisation of the Mineral and Petroleum Resources 

Development Act (MPRDA) Amendment Bill, to provide 

clarity on the way forward and ensure that effective 

implementation of the Mining Charter pushes forward 

the transformational goals of the MPRDA.

SUPPORTING LOCAL ECONOMIES

Preferential procurement and investments in enterprise and 

supplier development provide important opportunities for 

promoting social and economic transformation in South Africa.

LOCAL AND PREFERENTIAL PROCUREMENT
Kumba continues to focus on identifying and setting aside 

opportunities to promote local (within a 100km radius of 

our operations) and preferential procurement. Challenging 

market conditions have required a strong focus on managing 

working capital and reducing costs in Kumba’s supply chain. We 

have nonetheless remained committed to initiatives aimed at 

supporting small businesses and helping them to grow. In 2016 

we held a local procurement workshop focused on identifying 

potential opportunities for local suppliers. SMMEs are given 

preferential payment terms to assist their businesses. In 2016, we 

spent R2.85 billion on local suppliers (2015: R5.67 billion). This 

represented 25.9% of total supplier expenditure (2015: 29.2%) 

and exceeded our target of 20%. 

In line with the Mining Charter’s BEE supply chain targets, we 

implement a preferential procurement policy aimed at increasing 

our levels of procurement from HDSA businesses (excluding 

goods and services procured from the public sector and public 

enterprises). The policy includes preference for black women-

owned entities and unbundling of contracts to encourage small 

and medium enterprises (SMEs) to tender for opportunities. 

In 2016 we revised our preferential policy and associated 

processes, to make them more practical. Processes include those 

relating to set asides, unbundling and joint ventures and sub-

contracting. In 2016, we spent R8.5 billion on HDSA businesses 

(2015: R15.18 billion). Reduced spending on HDSA businesses 

is mainly due to the strict cost discipline implemented to mitigate 

the significant lower iron ore prices. We continue to make good 

progress, exceeding the charter targets in all areas: capital goods, 

services and consumables. (See page 50.)

All suppliers in the key categories accounting for 80% of our 

spend – namely fuel (diesel and petrol), contract mining and 

heavy mining equipment – are BEE compliant and are required to 

annually submit proof of compliance.

SOCIETY: MAKING A POSITIVE SOCIAL CONTRIBUTION
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SUPPLIER DEVELOPMENT AND ENTERPRISE 
DEVELOPMENT
Kumba continues to focus on building awareness and visibility of 

supply chain opportunities while building local supplier capability. 

In line with the amended BEE Codes of Good Practice, we will 

increase our investment in supporting local, black-owned and 

black women-owned businesses. Our initiatives are designed to 

ensure compliance with regulatory expectations, contribute to 

socio-economic development in neighbouring communities, and 

build a more robust and competitive supply chain for the group.

In addition to various supplier engagement sessions, since 2014 

the Company has invested in an intensive 24-month supplier 

BEE PROCUREMENT SPEND IN 2016 

Rand billion

Total 

payments

Discretionary 

payments* BEE 

BEE 

spend %

Capital 1.8 1.8 1.2 66

Services 10.1 4.6 3.9 85

Consumables 4.6 4.6 3.4 75

Total 16.5 11.0 8.5 78

* Discretionary payments are all supply chain payments to third-party suppliers, less direct foreign payments, less parastatals.

 
PROCUREMENT PERFORMANCE SUMMARY

Rand billion 2016 2015 2014

Total payments 16.5 19.7 25.2

Discretionary payments 11.0 19.4 20.2

BEE payments 8.5 15.3 14.4

BEE as a % of discretionary spend 77.6 78.8 71.4

BEE PROCUREMENT IN 2016

Rand billion Capital Services Consumables Total

Corporate office 0.6 0.3 – 0.9

Saldanha – 0.1 – 0.1

Sishen 0.5 2.5 2.7 5.7

Kolomela 0.1 0.9 0.7 1.7

Thabazimbi – 0.1 – 0.1

Group total 1.2 3.9 3.4 8.5

Percentage of total 65.8 85.3 74.5 77.6

BEE EXPENDITURE IN 2016 (% of total discretionary spend per site)

Capital Services Consumables Total

Corporate 63 73 61 67

Saldanha 66 96 75 95

Sishen 78 87 76 81

Kolomela 45 86 68 74

Thabazimbi – 88 89 88

Group total 66 85 75 78

development programme aimed at building local business 

capacity in the Northern Cape. Through training and mentoring, 

the programme is designed to build core business skills while 

increasing supplier awareness of risk and a better understanding 

of operational expectations. Key areas include designing a 

business and the processes and systems to support it, including 

setting goals and monitoring the business performance. 

Completed in October 2016, the programme successfully 

assisted the 19 participating local businesses and entrepreneurs 

located between our Sishen and Kolomela operations, to increase 

their efficiencies, turnover and profit. The average increase in 

turnover was 103% and collectively the businesses generated 
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2016, we spent R67 million (2015: R175 million). Our budget for 

2017 will be revised in line with the recovery in iron ore prices. 

Much of our CSI continues to support vulnerable and 

marginalised stakeholders who are unable to participate in our 

value chains, with an emphasis on youth development. This 

includes investments in areas such as education and skills 

development, healthcare, SMME development, sports, arts, 

culture and support to vulnerable women, youth, children and 

people living with disabilities. Our long-standing community 

healthcare activities are a particular highlight; these are reviewed 

on page 39.

Most of our development initiatives contribute directly to 

progressing our SLP commitments. During 2016 we spent 

R26 million on SLP projects (2015: R52 million). Some of our 

SLP projects carry over into the following year due to various 

challenges with the municipalities involved. By year end, three of 

three planned SLP projects were implemented at Sishen mine and 

12 of 13 at Kolomela mine. For Thabazimbi mine only one SLP was 

implemented. This was as a result of the closure of the mine. 

We invest in strengthening the skills, competencies and abilities 

of municipal staff and on empowering community members to 

exercise their civil rights constructively. The main purpose is to 

enhance the capacity of these municipalities to effectively provide 

services to communities, without taking over their role in the 

longer term. Facilitating more effective municipal investment in 

social services can reduce expectations on the business to deliver 

these services through CSI and SLP projects. This requires 

engaging with local government and other key stakeholders 

to determine a strategy for collective efforts to support local 

capacity building.

33% employment growth, sustaining more than 450 jobs. More 

than half of the businesses have secured Kumba supply chain 

opportunities.

Interconnected with our supplier development initiatives are our 

enterprise development activities. Through a network of business 

development hubs that form part of the Anglo American Zimele 

enterprise development programme, we support SMEs mostly in 

the mining sector and our supply chain, providing equity finance 

or subsidised loans. The hubs provide support services, coaching 

and mentoring and financial advice to assist the SMEs in being 

commercially viable and economically sustainable businesses. In 

2016, Kumba spent R1.3 million to fund seven SMEs who in turn 

created around 101 new jobs.

SKILLS DEVELOPMENT 
In addition to developing the skills, competencies and abilities 

of our employees, we are working with partners to develop 

non-mining jobs in communities. As we can only offer a 

limited number of jobs in our workforce, diversifying our skills 

development initiatives to promote broader employment 

opportunities enables us to play a more productive role in 

meeting community expectations. Kumba continues to run a 

training centre at Kathu and at Kolomela, providing training in 

skills outside the mining sector, such as welding, plumbing and 

carpentry, to 385 community members (2015: 209). 

SUPPORTING INSTITUTIONAL CAPACITY

DIRECT SOCIAL INVESTMENT

Our community development budget is determined by 1% net 

profit after tax; our expenditure consequently decreased steadily 

since 2012 in line with the decline in export iron ore prices. In 

CED EXPENDITURE (CSI AND SLP PROJECTS)

Rand million 2016 2015 2014

Corporate office (including Chairman’s fund) 32.7 62.2 63.4

Sishen 11.4 70.9 81.3

Kolomela 16.1 31.4 48.1

Thabazimbi 6.7 10.1 9.5

Group 66.9 174.6 202.3

AREAS OF CED EXPENDITURE

2016 2015

Rand million Amount % Amount %

Education and skills development 18.6 28 30.5 17

Health and welfare 13.5 20 38.0 22

Enterprise development and poverty alleviation 3 4 10.7 6

Infrastructure 7.5 11 36.9 21

Institutional capacity development, and donations 14.6 22 34.5 20

Sports, arts, culture, heritage and other 9.7 15 24.0 14

Total 66.9 100 174.6 100
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EXTERNAL CAPACITY BUILDING
Development Bank of Southern Africa, in partnership with 

Anglo American, initiated a capacity building programme at 

11 municipalities across five South African provinces, including 

the Northern Cape and Limpopo. The primary objective was to 

strengthen institutional capacity to enhance municipal service 

delivery and promote municipal sustainability in the long term.

 

Launched in 2013, the project involved a structured partnership 

with government at provincial and national level, and ended in 

2016. To close the programme, an evaluation of the project’s 

impacts, efficiency and effectiveness has provided valuable 

lessons that are informing the development of a second phase of 

the project. 

The success of the programme was realised on the professional 

execution of identified projects, four educational awareness 

videos produced, and as part of the exit strategy and sustainability 

measures the standard operating procedure manuals developed. 

Training was provided on financial management, credit 

control, asset management, revenue collection, operating and 

maintenance, fixing of water and electricity meters and road 

repairs (potholes). A total of 24 SMMEs benefited in different 

fields and 68 jobs were created.

 

 HOUSING AND OTHER MINE-RELATED 
INFRASTRUCTURE
The Company’s investment in the accommodation and living 

conditions of employees is a pillar of our contribution to the 

wellbeing of our host communities and employees. Since 2007, 

we have spent R1.9 billion constructing more than 4,200 homes 

for employees. In 2016, Kumba’s housing expenditure (including 

housing allowances) was R300 million (2015: R193 million). 

We have not built any houses in 2015 and 2016 owing to 

restructuring activities.

The number of employees accommodated in Company housing 

decreased to 3,446 (2015: 4,140) owing to the restructuring 

process. In closing Thabazimbi mine, employees were offered 

first preference to buy housing units. Currently Kumba is in the 

process of selling 126 houses to employees and 64 transactions 

have been finalised.

Kumba’s three-pronged housing strategy encourages home 

ownership, offers house rentals, and facilitates alternative 

accommodation options for employees. Affordability presents a 

challenge for many employees interested in home ownership. 

We operate in areas where the infrastructure associated with 

our mines – such as roads, health facilities and water – can also 

benefit local communities. By partnering with the Department 

of Mineral Resources on SLPs, we have been able to invest in 

infrastructure where it matters most: at local government level.

The Dingleton resettlement to Kathu extends beyond the 

provision of around 500 new homes. The suburb has acquired 

new infrastructure in the form of well-constructed and maintained 

roads, well-lit streets, boundary fences, parks, a new water and 

sanitation system and a new electricity supply.

SUPPLIER DEVELOPMENT PROGRAMME
Kumba’s Supplier Development Programme (SDP) 

works with local entrepreneurs to help them grow 

their businesses, create jobs and stimulate economic 

opportunities in the region. The initiative identifies 

suppliers from the Northern Cape region who could be 

integrated into our supply chain, and upskills them to 

take advantage of the opportunities that Kumba and 

other businesses provide.

In 2014, over 400 suppliers responded to an 

advertisement that Kumba ran in the local newspaper. 

After analysing the businesses we selected 

25 to go through the mentoring process. Six of 

these companies left the programme for various 

reasons, while the remaining 19 have successfully 

completed the development programme. Each of the 

entrepreneurs on the SDP complete four modules 

– marketing, sales, operations and finance – guided 

throughout by external accredited facilitators, each of 

whom has at least 10 years’ business experience, is a 

business owner and a trained coach.

Despite the backdrop of the commodity crisis and 

economic downturn, the 24-month initiative has 

managed to produce significant sustainable positive 

results:

103% increase in turnover: Statistics for the 

19 businesses showed an average increase in 

turnover of 103%.

33% jobs growth: In September 2014, 320 jobs 

were recorded for the 25 businesses who were 

chosen for the Kumba SDP; by September 2016, 

there were 453 jobs in the 19 companies that 

successfully completed the SDP.

More than 50% growth in supply chain access: 
With the hard work of the Kumba Supply Chain 

team, more than half the companies gained access 

to Kumba supply chain opportunities.

By helping businesses to diversify their client base and 

move beyond a reliance on Kumba, we are making a 

meaningful and sustained contribution to economic 

development in the region. 


