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BUSINESS AND ECONOMIC HISTORY OF COPPER INDUSTRY
IN DR CONGO

John Ngoy Kalenga —Graduate School of Economics and Business Administration, Hokkaido University, Sapporo, Japan

Introduction ) Analysis and Results

The Democratic Republic of Congo as resou_rce-rlch devel_oplng country suffers from a 4 The contribution of copper industry to GDP and the evolution of Per capita GDP are depicted in the following
phenomenon termed the resource curse. Paradoxically, wealth in the form of natural resources

appears to be detrimental to the economic development of the country. The mining sector has araphs.
constituted the cornerstone of Congolese’s wealth since colonial times. The country on average T 7 oo T Sy ey e o Graph 8 GDP growth rate per capita 1974-2000
has lower growth rates, lower levels of human development, and more inequality and poverty. 60
The current scenario of production shows high risk to compromise sustainable development for 50 /\\
future generations. The copper ore reserves of DR Congo are estimated to last for about half a I RN
century. Sustainable management of natural resources is essential to assure the socio-economic “ —— —\ e G
development. Historical analysis of primary and secondary sources identifies bad institutions and T N —
corruption as the main reasons why the country performs badly in economic terms. There is a o }j@ Your _
risk to maintain people in poverty up to depletion of resources. mEEEESsESES=s2252RR22 ——GDP growth rate per capita
Source: Author using data of Annual reports of Gecamines and Ministry of economy. Source: Author, data from Parliament’s Report of contracts in mining industry March 2006.
Obj ectives The contribution capacity of copper industry to GDP declined significantly after the collapse of
The purposes of the research are: industry in 1990s. What happened?
1 To assess the contribution of copper industry to economic growth. e Figiire 5 Misosli it

2 To explain the turning points of copper industry.
3 To understand the impact of mineral resource mining on environment at local and global
levels.

/ Economic Analysis of copper
Industry:

- Production oriented to exportation..

Study Area

This research is conducted on the south-eastern part of Katanga Province, in the Democratic e & Ruash Water Tank close Mining Sit - Unexploited demand trom local and
Republic of Congo. This area long of 300 kilometers contains in excess of 10% of the world*s African markets

known copper resources and about 34% of global cobalt deposits which are exploited by - Supply of raw material instead of adding
Gecamines and Sodimico in DR Congo. It is called the Central African Copper belt. value by further processing of copper

- Price fluctuation changes the shape of

demand and Supply curves. Figur 6 Mu§oshi Mine Site

- Need of new Investment In research,
technology and further refining

\ Economic wars of resources In region .

Figure 1: Map of Central Africa Copper Belt Figure 2 Forest and Mineral deposits in DRC
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% - Political factors: /
o S — S _ | Management:
Source: 1CS Copper Systeme - Bad Institutions lead to corruption and Efficient management of scarce copper
lundering of mineral resources. - :
P . ; resources should generate income for
] - Colonial legacy of the country . economic development.
Materials and methods - Lack of internal pressures on officials - Lack of expertise of managers
We use interviews conducted in March 2010 and February 2011with managers of Sodimico and - Total dependency on foreign _ Historical analysis revealed that past and
Gecamines. The Annual Reports of these two companies and Archives are primary sources Investments from multinational current scenarios of production and
collected for this study. We use qualitative method to explain the impact of copper industry on companies consumption of minerals is not sustainable.
economic growth and environment protection. The study integrates Interdisciplinary Approach - Lack of patriotism to ensure that - Local populations are not involved in
Including History, Economics, Politics, and Business. copper  resources  benefit to all copper projects and decision-making.
population.
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Production of Copper

The output of Congolese copper industry is depicted in the following graphs. The graph 1 .
depicts the first phase of output of Union Miniere du Haut Katanga nationalized in 1967 and SuggestIOnS ~
renamed as Gecamines. The second phase of output is shown in graph 2. The study has identified corruption and

bad Institutions with dependency on
multinationals In copper Industry as
causes of bad performance. In order to
£00,000.00 change the trend, new policies that focus
on clean deals should be implemented In > Over extractio
200000 AR DR Congo. In addition, clean practices > Depletion
10000 m Copper | 900 000,00 B Cobalt such as fairness, win-win deals,
100000 " Cobal " Copper transparency, in production, consumption
0000 i and mining contracts are required. All
0 0.00 actors should emphasize clean deals that
promote environmental protection to

achieve sustainable development.

Clean Deals In Minerals

Environment »Reduce, Reuse,

(Minerals) Recycle
> Reinvest In new

business

350000 500,000.00
300000

250000

4N

Society
(Actors)

» Clean deals
»New policies
»Empower locals

The production collapsed in the 1990s. The ores reserves are estimated to last about fifty years. -
The output Is exported to industrial countries as depicted in graphs below. COnCI USIONS

The copper industry in DR Congo has high potential capacity to contribute to economic growth. The

Interactions of economic, political and managerial factors had negative impacts on the industry for the last

C ToNtrans UniefSies B _ century of exploitation. The data of production, consumption and GDP give evidence that the past and

w5 O%Unitedw _— current scenarios of management are not sustainable. In order change the trends:

South Korea

0% ' - 0 The Congolese government should stop the patterns of illicit exports and corruption, as well as

South Africa

0% Africa " Asia Interference of political and military officials in mining deals.
2 America O The study suggest new concept of “clean deals” In minerals at every stage as solution to improve the
rurope Europe management of mineral resources in order to achieve sustainable development.

" Africa O There Is hope that copper industry can afford sustainable development with concerted efforts of public
#Oceania officials and local people by better use of natural resources.

America

Asia
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DR Congo consumes less than 10 percent of its output as depicted in graph 5 below. Interviews conducted in March 2010 and February 2011 with:

h _ _ . T Mr Musafiri, Director of Production Sodimico,

a NAaustrial consumption otr copper . . .
Graph 5 Consumption of copper in DR Cango P - pI o PP Mr Kalay, Director of Human Resource Sodimico,
3000 enera ndustria

consumer machinery Mr. Nyembo, Research Department Director of Gecamines
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Source: Author using data of Annual reports of Gecamines and Ministry of economy. Source: London Metal Exchange 2010. this stud V.




