
Supply chain management is increasingly the focus of external 

ratings agencies and regulation.

what we said we wOuld dO
While the issue of supply chain management was not specifically 

identified as a material issue in the 2011 Sustainability Report, 

we have committed ourselves to developing an understanding 

of the ethical behaviour of suppliers in 2012, and to reporting 

fully on the suppliers screened by the company in respect of 

human rights by 2016. 

A distinct but important aspect of supply chain management 

is the achievement of specific objectives in respect of in-

country and local procurement. Nowhere is this more 

evident than in the South Africa Region, where procurement 

initiatives and targets form a fundamental part of the industry’s 

transformation programme. This region has continued to 

work towards achieving the targets set in our Social and Labour 

Plans* (SLPs).

*  Mining companies are required to submit and work in accordance 
with SLPs that have been developed as part of the Mineral and 
Petroleum Resources Development Act (MPRDA) and the Broad 
Based Socio-Economic Charter for the South African Mining 
Industry (Mining Charter). The Mining Charter was amended in 2010 
and its revision includes a requirement for multinational suppliers 
of capital goods to contribute a minimum of 0.5% of their locally 
generated annual income towards a “social development fund” for 

the benefit of local communities. 

SLPs have an important role to play in regulating the way in which 

mining companies approach local economic development, use 

and expand the existing skills base of local communities, and 

in particular historically disadvantaged South Africans (HDSAs), 

and provide the necessary support to emerging small and 

medium-sized enterprises (SMMEs). Our 2012 SLP target 

was for 20% of our capital goods, 50% of our services, and 

25% of our consumables to be sourced from black economic 

empowerment* (BEE) companies.

*  BEE companies are those defined as qualifying BEE entities with a 

minimum 25% black ownership status.

see case study: south africa – the future of mining: 
technology and innovation in the 21st century
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Ethics and human rights form a cornerstone of our Code of 
Business Principles and Ethics with which all suppliers are 
expected to comply. 

Good progress was made in 2012 in respect of integrating 
ethics and human rights considerations into our formal 
procurement systems, culminating in a workshop to launch 
our Ethical Supply Chain Tool. The tool encompasses a self-
assessment questionnaire that has been designed for suppliers 
to complete. In late 2012, the process of the Ethical Supply 
Chain Tool supplier screening software refinement (in line with 
the implementation of the group’s OneERP project) continued 
and supplier training will begin during 2013.

The tool forms part of a supply chain management project that 
addresses human rights, including labour standards, health 
standards and also environmental issues, and is aimed in the 
first instance at “first-tier” suppliers. First-tier suppliers are 
those that have direct contractual relationships with AngloGold 
Ashanti, while “second-tier” suppliers are our suppliers’ 
suppliers. 

The implementation of the Voluntary Principles on Security and 
Human Rights (VPSHRs) has been an important part of our 
supply chain process, particularly security personnel training. 
See page 43.

Supply chain management has always been a critical 
operational drive and, in recent times, has become an 
important ethics and human rights consideration. 
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MAnAGInG oUR sUPPLY CHAIn continued

Detailed reports of our compliance with our SLPs will be 
available on our website at www.anglogoldashanti.com in May 
2013. While the numbers alone do not reflect the full impact of 
our endeavours, they provide useful insight.

By the end of 2012, the South Africa Region had spent 
$359m  (approximately R3.03bn) with qualifying BEE entities. 
This represents 45% of procurement expenditure of $797m 
(approximately R6.7bn). No contribution has yet been 
reported against the target for multinationals because the 
social development fund has not yet been established by the 
Department of Mineral Resources (DMR) in South Africa. We 
have issued notices to our suppliers to set aside, either in a 
trust account or as an accrual, such required funding until such 
time as the fund details are finalised. Overall, we achieved 75% 
in terms of the DMR compliance scorecard. The table below 
translates the achieved actual BEE expenditure per category 
and objectives (capital, services and consumables) into actual 
points achieved as measured against the target points. 

Expenditure target points actual

Capital 5 5

Services 5 4

Consumables 2 2

Multi-national contribution 3 Pending

In terms of supporting emerging SMMEs, we are setting 
up a supplier development centre in the labour-sending 
area of Mthatha, Eastern Cape, South Africa. This supplier 
development centre is intended to become a gateway for 
suppliers to access business from the company and other 
entities, as well as training and development in entrepreneurship 
and basic business management skills. We have appointed 
a service provider in O.R. Tambo District Municipality in 
the Eastern Cape who will develop the specific enterprise 
development intervention programmes and operationalise 
the supplier development centres. In our host communities 
of Merafong, Gauteng, South Africa, and Matlosana, North 
West, South Africa, a survey was conducted to establish the 
business profile of SMMEs in these communities to enable us 
to begin the development of a customised SMME strategy for 
each area.

Key performance indicators
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the future Of Mining: technOlOgy and 
innOVatiOn in the 21st century 
The global mining industry, in the first decade of the 21st 
century, shows notable progress from the end of the 20th 
century. In the past 10 years, demand for commodities 
including gold has surged, leading to a decade-long run in the 
gold price. Simultaneously, as the shallower, higher-grade areas 
are being mined out, there has been an industry-wide increase 
in underground mining and the mining of lower-grade ore. 
This has been accompanied by increased pressure to reduce 
energy consumption and CO2 emissions. 

In South Africa, these challenges have been compounded by 
the increasing depth of mining operations. This has posed a 
challenge to companies to investigate innovative technical 
solutions to address operational challenges and ensure 
continued sustainability of mining into the future. 

The Technology Innovation Consortium was established 
by AngloGold Ashanti to develop innovative technological 
solutions, improve safety and enhance mining efficiencies by 
collaborating with industry partners as well as partners beyond 
traditional mining borders. The Consortium makes use of a 
three-stage strategy to realise the step changes needed in the 
current mining paradigm. 

Stage 1 – good progress

In Stage 1, Phase 1 of the project, the Consortium is focused 
on eliminating the need for blasting and removing people 
from higher-risk areas and activities in order to create a safe 
and continuous mining process. The project’s efforts in 2012 
focused on addressing these challenges with the conceptual 
design of a new mining method, and the prototyping and 
testing of key technologies. These include reverse-circulation 
technology for geological drilling, machines for reef boring as 
well as the application of unique ultra-high strength backfill. 

Reverse-circulation drilling ensures accelerated geological 
information. Tests were conducted at TauTona mine to assess 
the performance of the machine in a deep-level underground 

environment. Enhanced orebody information is a critical 
ingredient in transforming the mining method from its current 
labour-intensive process to a continuous mechanical method. 

In reef boring, the first prototype raisebore machine completed 
five test reef holes using a double pass technique. Further tests 
using a second prototype raisebore machine have commenced, 
making use of a single-pass technique. The second prototype 
machine is more powerful, and has resulted in increased drilling 
rates by incorporating improved forward-and-backward thrust 
and rotation control. 

Substantial progress has also been made in the design and 
testing of ultra-high strength backfill. Surface tests were 
successfully concluded to establish whether the product could 
be pumped over the required distances, and also to achieve 
the backfill strength needed for the reef-boring application at 
TauTona mine. Construction of an underground plant for a 
batch mixing application was completed during February 2013 
with planning in place to fill the holes drilled during the reef-
boring tests. Planning for the testing and engineering design of 
a bulk underground application is underway, and testing started 
in March 2013. These tests involve pumping of the product over 
greater distances as well as the viability of continuous mixing as 
opposed to the batch mixing processes.

In 2012, the Consortium conducted extensive studies on a 
block of ground that was selected at Great Noligwa mine. The 
area was used to model the intended technologies selected 
for the project and included not only mine design but also 
support elements for the mining process such as water, energy 
and ventilation. The results of the research are captured in a 
feasibility report that is scheduled to be finalised by the end of 
the first quarter in 2013. 

Stages 2 and 3 – longer-term goals

Stage 2 and Stage 3 of the Consortium continue to investigate 
“intelligent mining” and “gold on tap” respectively. Intelligent 
mining looks at optimising and automating the Stage 1 
processes with information communication technology 
leading the way, while Stage 3 investigates long-range 
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MAnAGInG oUR sUPPLY CHAIn continued

remote location drilling and subsequent in-situ leaching of 
orebodies. By optimising mining processes, the Consortium 
aims to achieve significant improvements in areas such as 
energy usage. The envisaged benefits of a mechanical, 
automated mining method, when compared with our current 
conventional method, is firstly to reduce energy consumption 
but also to experiment in the areas of the efficient storage and 
potential generation of renewable energy into the future. 

While working towards transforming and shifting the current 
technology paradigm in South Africa, the Consortium’s work 
is also focused on addressing the socio-economic and labour 
issues. The local communities that host us will benefit from 
this development through secondary industries that are likely 
to emerge and operate off-surface. An opportunity exists to 
contribute to local economies through the internal procurement 
process as prescribed in the Mineral and Petroleum Resources 
Development Act. Internally and in line with the Mine Health 
and Safety Act, this development will assist with operational 
efficiency and also address safety challenges as we aim to 
optimise production output. A new skills base is likely to be 
created to service and support the project, and therefore a 
reasonable number of scarce skills will be transferred as we 
migrate to the new mining paradigm. 

We believe that people are an important and integral part of 
the business. The Consortium makes use of a wide variety of 
skills with its open innovation platform. The open innovation 
paradigm reinvents the traditional research and development 
process by facilitating collaboration within an open network. 
While traditional, closed innovation implies that a company 
exercises control over the ideas generated around a specific 

topic, open innovation encourages collaboration between 
various companies and parties not necessarily associated with 
the mining industry. One of the major benefits of open innovation 
is the speed at which results are produced. By making use of 
the skills of many subject experts, each invested in the results 
of collaboration, solutions can be found at considerable speed.  
While this chosen paradigm provides ample opportunity for 
participation, the Consortium is also mindful that up-skilling of 
the current labour force in local communities will be required to 
meet the demands of new technologies. 
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