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Members of the British Business Association (from today renamed the British and Commonwealth Association),

Ladies and gentlemen,

Let me apologise in advance.  Today you are going to hear an ex-Colonial do some shameless bragging.  But for obvious reasons it won’t be about the cricket or rugby.  Rather I will be enthusiastically plugging Australia’s mining industry and some Australian companies all set to do some serious business in Kenya.  You are also going to hear some very big numbers and unfortunately some too small ones.  In the highly charged oil rush environment we find ourselves in I want to provide some assurance as to the benefits both mining and petroleum can deliver directly and to the wider economy if done right.
To begin at the beginning.  Australia is very thankful for our resource base and mining industry.  It is fair to say that the Australian economic development story, and its recent successes, is fundamentally linked to the story of our mining industry.  The mining industry has attracted huge levels of foreign investment.  By maintaining an open investment environment we were able to support an enormously capital-intensive industry.  The wealth then generated out of this economic base has underpinned the expansion and diversification of our manufacturing and services industries.  
So we now have over 100 years experience in harnessing natural resources to promote our own economic growth. Starting with the gold rushes of the 19th century, through the iron ore and nickel booms of the 1960’s, the growth of the coal industry and the current high demand for minerals, particularly from China and the rest of North Asia.  In Australia the mineral resource sector includes exploring, extracting and processing most mineral resources.  Major processing industries include base metal smelting and refining, conversion of bauxite into alumina and aluminium, and iron ore into iron and steel. Mining now contributes about ten percent of our GDP, or about USD100 billion to income – and employs more than 220,000 people.

Australia is home to some of the most advanced mining and petroleum operations in the world – advanced in every sense of the word, from the use of technologies, to logistics chain management, to sustainable mining practices, the highest levels of safety and sophisticated community engagement.  In essence, the skills required for successful mining operations in our even more competitive world.  Our mining technology services and equipment sector alone now exports upwards of $9 billion dollars per annum.  
And we also remain a significant recipient of foreign investment in the minerals sector – in mid-2011, mining and energy projects underway in Australia were worth about USD176 billion.

Australia has a strong record of ensuring that our mining sector is sustainable, sensitive to environmental considerations and subject to appropriate operational and safety standards. Australian mining and mining services companies – both big and small – coming out of the environment I have just described and expanding into Africa come with a particular mindset.

They bring advanced technology and corporate responsibility.  They deliver partnerships with local communities, including through the upskilling of local workers.  Of course, Australian companies want to make a profit for their business. But they have built a strong reputation on the continent for the open and transparent way in which they deal with African governments.  It is important that Australian interests continue to uphold Australia’s positive reputation in Africa. Australian companies need to be leaders in the promotion and implementation of best practice in the extractive resources sector. If mistakes are made, issues must be quickly resolved with local African partners in a fair and transparent manner. Just as they would be

expected to do back home.

As a consequence of this, the scale of Australian resources sector interests in Africa is significant and expanding at a rapid pace.

Today there are at least 230 Australian companies with approximately 650 projects in mining exploration, extraction, and processing, spread across 42 countries in Africa.  

Today, Australian minerals and resource companies have more projects in Africa than in any other region of the world. And the total current and projected investment is estimated to be well over US$50 billion.

Australian companies are engaged in mining as well as oil and gas and the projects cover the full spectrum from smelters and refineries, to mines, to feasibility studies, to exploration, and to branch offices of mining services companies. 

Gold is the main mineral of interest, but there is also considerable interest in uranium, copper, coal, platinum, diamonds, mineral sands and iron ore.  

Ladies and gentlemen, 

Africa is experiencing a significant resource boom – about two-thirds of African countries have mining activities underway; more than half the countries on the continent regard mining as an important economic activity and are producing minerals for an international market outside Africa; and there is plenty of untapped potential in the sector.

Africa contains around 12 per cent of the world's petroleum and 30 per cent of global mineral reserves. Commercial exploration expenditure in Africa has outstripped global increases, rising from US$300million in 2000 to more than US$2 billion in 2008.

This positive resources picture is coupled with more stable political environments and a greater openness to foreign investment. It also comes at a time of strong economic turnaround. African economies have shown strong resilience to the global economic and financial crisis and the IMF still predicts that four of the world's top 10 fastest growing economies in the next five years will be from Africa.

Ladies and gentlemen, 

What then is the mining story in Kenya.  In summary, promising but not good enough.  For Kenya, mining needs to become a more important part of the economic development story.  
Kenya’s mining sector is simply too small for a country at its stage of economic development, its ambitions and its potential. The economy’s heavy dependence on rain-fed agriculture and the tourism sector leaves it far too vulnerable to cycles of boom and bust and of the impact of external factors such as climate change. The agricultural sector still employs nearly 75% of the country’s rapidly expanding population. We heard yesterday for example that tea production declined 31 percent in February because of the weather. 

There has been important growth in telecommunications, financial services and IT sectors in recent years, but mining is still less than 1 percent of the economy.  It employs perhaps 5 – 6,000 people only in a country of nearly 41 million.  Compare those figures to Australia’s 10 percent of GDP and 220,000 people employed in a population of 22 million to see what growth potential there is.
There are Australian mining and petroleum companies here.   Aviva corporation, Gulf Resources, Pancontinental Oil and Gas, FAR Australia and Pacific Wildcat Resources are all eying some very promising projects.
And perhaps of most significance in the short-term, down Kwale way there is Base Resources.  In the next couple of years, this mineral sands project is expected to account for 14 % of global production of rutile (the pure form of titanium dioxide).  This should:
· Boost Kenya’s GDP by 0.6%
· Provide the government $275 million in taxes and royalties
· More than triple Kenya’s mineral sector export earnings with $1.9 billion in sales
· Potentially see minerals replace coffee as Kenya’s fourth largest sector in terms of export value
· Directly employ 350 people
· Lead to the development of some important new infrastructure and support the development of the local area.
And perhaps most important of all, when Base starts mining heads will turn. This project and others like it won’t, on their own, transform Kenya’s economy or state finances, but it will send a strong message that Kenya is “open for business” and ready to take advantage of Africa’s mining boom.  

So what does Kenya need to do to get more projects like Base.  First, potential investors need to see the updated mining legislation delivered soon.  The Kenyan mining act is 72 years old which is an age worth celebrating for humans but not for a piece of legislation that governs one of the most complex and costly investment regimes known to the world economy.  Can I use this podium to warmly welcome the commitment made last Wednesday by Chirau Mwakwere, the new Environment and Mineral Resources Minister, to introduce this bill to Parliament in June.  It has been a long-time coming.

Minister Mwakwere deserves similar praise for his strong public commitment to a transparent mining policy with zero tolerance for corruption and kickbacks.  And more praise still for promising some more comprehensive geological mapping of Kenya.  
Companies also need to see more certainty and continuity in decision making, more resources given to its key investment agencies. And a strong emphasis on maintaining an open, supportive investment regime.  While it is boom time in Africa, the supply of foreign investment is not unlimited and there is a lot of competition out there.  Good companies, companies that work to develop local communities, that pay their taxes, that abide by high environmental standards, they need certainty.  

We also think Kenya should fully now move quickly to comply with the Extractive Industries Transparency Initiative, because we believe that transparency and accountability are key to reaping the benefits from the resources sector. Six of the 11 countries that have achieved and maintained EITI compliance are African and a further 14 African countries have achieved and maintained EITI candidate status.  Joining EITI would be another good sign that Kenya is open for business. 

Australia is supporting efforts to reach EITI standards by providing $12.7 million over the next four years to assist developing countries to meet the technical challenges of implementation.  
Our support for mining doesn’t end there.  Working to deliver the real benefits from mining is now an important part of Australia’s growing development cooperation program in Africa.

But this is not about hand-outs or creating dependency. It is Australia’s very strong view that in resource-rich but economically-poor countries, a well-managed mining sector can increase government revenue flows; improve employment, income and enterprise opportunities; and support progress towards the Millennium Development Goals by helping to reduce poverty and deliver sustainable economic development. Done well, the mining industry can create a whole series of other industries, initially in mining services, but more broadly across the services industries in general.

It is our equally strong view that Australia has a lot to share with African countries and can assist governments and communities maximize their returns from mining by building capacity.

So in October last year the Australian Prime Minister launched the Mining for Development Initiative with an emphasis on partnering with African countries that are committed to effective management of the mining sector.

A key element of the Initiative is to support implementation of the ‘Africa Mining Vision’. That vision, which was adopted by African Union members in Addis Ababa in February 2009, encourages ‘transparent, equitable and optimal exploitation of mineral resources to underpin broad-based sustainable growth and social-economic development’.

We recognise that our best ‘value-add’ will be to help improve resource governance, build resource sustainability, and grow technical capacity. In particular, we will focus on helping to strengthen the capacity of governments to manage and regulate the mining sector.

So what have we done so far.  We have provided hundreds of scholarships in the mining sector to African professionals from 27 countries, including Kenya, to study in Australia.  We have developed study tours to Australia for over 120 senior government officials - again including Kenya - to look into mining regulation and management issues. Rio Tinto, BHP-Billiton and Newcrest were among those Australian companies that hosted mine-site visits and the groups held discussions with natural resources and regulatory agencies and local communities.  This training will be provided through the new International Mining for Development Centre.

Under the mining for development initiative we can also do much in the way of practical assistance.  In one African country we are assisting to establish a Natural Resources Tax Unit in the Treasury.  In another we are funding the development of a long term capacity building program for the Ministry of Mineral Resources.  We are also supporting the IMF’s Africa Regional Technical Assistance Centres to assist up to 40 African countries in areas such as tax policy, revenue administration, macro-economic policy, asset and liability management, and the management of resource statistics.  
Ladies and Gentlemen
Mining and petroleum can be a tough game – we have learnt that in Australia from experience and yes by making mistakes, both onshore and off.  It can create enormous expectations.  Quite naturally there is concern in communities about what mining can also mean for traditional ways of life, for social cohesion, for the environment, for sound development practice. There are numerous examples in Africa and around the world where the benefits of oil and mineral resources have been squandered, have distorted growth and have corrupted societies and government.  But Australia has reaped the rewards from effective, equitable and sustainable management of our mineral resources sector and believes this can be repeated. We want to see it happen in Kenya and we are willing to offer our practical support to ensure it does.

Thank you.
