
Case study:

The global economic recession of recent years and a falling gold price in 2013 resulted in a climate of
uncertainty around the future of gold and other resources and, in particular, the prices of these
commodities. Many of the problems facing the industry are complex and global in nature. These include
the increasing role of governments and regulatory bodies; political uncertainty, the pressure for increased
mining royalties or, in some areas, nationalisation; the growing power of organised labour and
communities; the need to run a sustainable business and other governance demands; competitiveness
and the need to raise productivity levels; inadequate levels of education in some countries and the
resulting shortage of skills; and the image of the industry which tends not to attract new generation
students which could exacerbate the skills shortage in the years ahead. Some, but not all, of these issues
are common to the 12 countries in which AngloGold Ashanti had operations and exploration programmes
at the end of FY2013.

According to Italia Boninelli, Executive Vice President (EVP) People and Organisational Development, the
calendar year 2013 was a particularly challenging one for the Group for all these reasons. “The tough
economic climate created by an almost 30% fall in the US dollar gold price required a rethink of our
strategy and the deployment of various measures to mitigate the situation,” she said. “At the same time we
had to ensure that the good work that had been invested over the past several years was not
compromised.”

A swift and radical paradigm shift on costs was required and involved these steps:

Organisation redesign to consolidate structures, remove duplication and layering, making the
processes more efficient and reducing head count.

1.

Addressing and effecting over a 50% reduction in overhead costs and speculative exploration
(pleasingly, we started to see early wins from our direct cost initiatives with all-in sustaining costs
($/oz) in Q4 down 20%).

2.

Rationing capital tightly to reduce our capital spend.3.

AngloGold Ashanti CEO Srinivasan Venkatakrishnan announced Project 500 to shareholders in May 2013
as the company’s cost cutting initiative. In addition to focusing on every cent spent by the company, he
indicated that AngloGold Ashanti would be tightening up its exploration and corporate expenditure, and
targeting a $500-million cut in operating costs.

Boninelli said this initiative had strategic implications from a human resources (HR) perspective. “We
initially placed a freeze on new recruitment, and this was followed by a global restructuring of the
organisation. At the same time, salary increases were reduced, bonuses were minimal and we had to
address the deployment of our expatriate workers,” she said. “Retrenchments were also necessary, but we



managed these by taking into account natural attrition, early retirements and voluntary separations in the
first instance.”

The reorganisation focused on the composition and capabilities of the workforce, both in the short and the
longer term. “The issues involved in managing a company with global reach are many and varied, complex
and often interlinked, and what we were trying to achieve was a new business model that would improve
productivity without affecting any of the many other factors that needed to be taken into consideration,”
said Boninelli.

The restructuring, or the new operating model, was born out of an Executive Managerial Leadership
Programme workshop in January 2013. The mine plans of all operations were carefully examined with the
help of Deloitte and the ‘people factor’ was given thorough consideration.

Boninelli explained that the heads of all disciplines within the company were also required to redesign their
staffing structures using international benchmarks. The result was a series of templates determining the
type of work that was appropriate at any particular level – corporate, regional or operational – and ideal
structures were created. “In the past,” said Boninelli, “each mine tended to have its own operational model
but now we have created a standard formula. Instead of different structures at all the operations, now a
mine manager has to motivate his case if he wants something different.”

Steve Rickman, Senior Vice President: Human Resources explained that in Ghana the restructuring and
right-sizing of Obuasi Mine, Iduapriem Mine and Gold House was undertaken by identifying roles and
levels within the respective structures that were surplus to requirements. During the first half of 2013,
through a process of improved HR and labour management processes, a total of 400 fixed term contractor
and expatriate roles at Obuasi Mine were made redundant, and incumbents’ contracts were terminated.

In the second half of the year this was followed by a process of consultation with the Ghana Mine Workers
Union and the various stakeholders and community leaders. A further 560 employees (430 at Obuasi
Mine, 88 at Iduapriem Mine and 42 in Gold House were retrenched with support from the union and the
authorities.

Said Rickman: “It’s important to note that the reduction of 960 employees across the Ghana operations
during 2013 centred on the removal of surplus roles and levels, and this brought with it the removal of
supervisory jam-up within the structures. It also allowed for the remaining roles to be developed and
enriched into positions with greater clarity of accountability and authority.”

Kaylash Naidoo, Vice President: HR, Global Transformation and Projects, provided more detail on the
redesign process referred to earlier by Boninelli. “Consultations took place with every EVP and discipline
head, including many department managers, in order to redesign their respective areas, business units or
departments,” she said. “A communications toolkit was designed and detailed guidelines for consultations
and redundancy processes were made available to all executives and managers involved.”

The process required ongoing consultation with managers and executives, as well as follow-up sessions
to ensure that the correct processes were followed in the organisational design. These steps were also
necessary for the change management and labour relations consultations required to achieve the targeted
outcome. External legal advice was also sought to ensure that we managed the process in both the
employees’ and the company’s best interests.

At the corporate office a stream of activities were associated with the redundancy of roles, ranging from
the role redundancy consultations, role descriptions to SII, the advertising of alternative roles, the
interviewing and placement of people who applied, the calculation of redundancy and other payments and
the provision of psychological counselling and financial advisory services.

The original cost saving targeted was $44.3m from headcount reductions but after a second phase of
restructuring, a 35% reduction in headcount (or 555 people) was achieved across both Corporate Office



and the regional offsite areas.

Boninelli explains that the financial and psychological counselling, as well as other back up services, were
provided for those affected directly by the restructuring. In addition, AngloGold Ashanti is now running
recovery workshops for employees. “Obviously morale is affected when a seemingly invincible company
goes through a process such as the one described here,” she said. “The workshops are designed to
address two broad issues. Firstly, the trauma and emotional impact involved in losing colleagues and
‘survivor syndrome’ have to be addressed. Secondly, we need to help people focus on the new
deliverables and understand that there is no longer space to indulge the ‘nice to do’ aspects of their job.
With a slimmed down structure in place, employees run the risk of becoming overextended, and there is
no spare capacity. So it is important to monitor employee morale and to ensure that each individual can
contribute to the business going forward.”
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