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ABSTRACT 
 

The importance of a free market in a post apartheid South Africa has been acknowledged.  

The benefits should be spread so that all individuals may be able to share in the wealth 

generated by the people within the country. 

 

Privatisation is one mechanism for redistributing the wealth of the State, and the use of an 

Employee Share Ownership Participation Scheme (E.S.O.P.S.) is a way in which the 

wealth can be spread over a large proportion of the population.  This was a basic policy of 

Thatcher’s Government in the U.K.  The same rationale is apt for the South African 

situation. 

 

An E.S.O.P.S. is similar to a profit sharing or a pension plan, and may be grouped with 

various holistic empowerment strategies.  There are however two fundamental differences 

from these two traditional plans: 

1. It invests only in the equity of the employer 

2. The E.S.O.P.S. provides the organisation with an increased finance tool, through 

an increased ability to borrow. 

 

One of the business trends, in the U.S.A. and the U.K. and more recently in South Africa 

has been to extend the ownership of shares to employees.  This secures a stake in the 

company, an avenue for retiring owners, and as protection against hostile takeover bids.  

Other motives that have been used are, as an educational experience and also as a part of 

participative management philosophy. 

 

The author has made a study of the acceptance of E.S.O.P.S. schemes in the South 

African Mining Industry and the impact of this concept on the workers through an 

attitude survey. The author headed the Department of Mining Engineering in the new 

University of Johannesburg, Faculty of Engineering and the Built Environment. He 

lectures the subjects Mineral Engineering Management, Coal Mining and Coal Services 

to candidates for the National Diploma (ND) and Bacculareus Technologae (B Tech) in 

Mining Engineering. 
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Big empowerment companies such as New Coal who have a desire to grow in business, 

will offer employment opportunities and employee incentives to stay in business, which 

will include share options. 

 

Black Economic Empowerment (BEE) has become a reality on the South African 

business scene and is widely accepted and legislated. One of the objectives of this 

research was to provide a strategy to counter the potential nationalisation of mines by 

offering an alternative transformation avenue. 

 

The study through an attitude survey shows that capitalism is understood by what is 

largely an uneducated and previously disadvantaged workforce and that share-ownership 

although not widely implemented is not fully understood but has gained acceptance with 

a majority of those sampled.   

 

The author concludes that share-ownership participation through empowerment schemes 

in the workforce in the South African mining industry will give unions a tool by which 

black economic empowerment can be achieved. In the authors opinion this will mitigate 

the risk of nationalisation of company assets. 

 

International models present a suitable benchmark for this process and the study has been 

made available to decision makers in the South African industry. 

 

The concept was studied in the domain of participative management at a time in South 

Africa’s history when the country was fully democratising and greater employee buy in 

was demanded by the work force and unions. 

 

A section of the work looked at the performance of underground coal mining sections to 

determine some of the factors which promote productivity on South African Mines. Three 

parameters are proven to contribute through this exercise: 

1. Continuous improvement team activities,  

2. Skill, versatility and cross training, and 

3. Empowering workers to make improvements 
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NOMENCLATURE 
 

The full list of nomenclature has been included as an appendix and includes: 

1) Glossary 

Specific Index of main terms in this report 

2) Abbreviations  

3) Units 

 

Presentation of Numbers and Units 
 

In this dissertation the researcher has adopted the commonly used presentation format for 

numbers and units. These are summarised in Table 0.1. 

Table 0-1 Units and format used 

Unit Format Comment 

Thousands 123,456 One hundred and twenty three thousand and for hundred and 

fifty six. 

Decimals 12.345 Twelve point three four five 

Use decimal point not comma. 

Degrees 12º15'30.12" Twelve degrees fifteen minutes and thirty point one two 

seconds 
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1 INTRODUCTION 
 

 

The South African economic ideology is somewhat difficult to define on the spectrum, 

which places capitalism on the one end and socialism on the other.  One reason is that the 

economic ideology is to a large extent, integrated with the country’s political ideology 

and hence the role of the State in the affairs of the economy. (Cronje et al, 1987). 

 

The past few years have, however, seen the growth of a declared commitment to free 

enterprise in some quarters. Black empowerment companies such as African Rainbow 

Minerals, Eyesizwe, National African Investment Limited, Nehawu Investment 

Company, and New Coal have implemented business strategies.  

 

Privatisation of several former parastatal institutions or their intended privatisation such 

as Sasol, Escom and Iscor has reinforced the Government’s  intention toward a more 

politically free economy.  Further evidence of the State’s commitment to encourage 

business development, has been the establishment of the Competitions Board and the 

Small Business Development Corporation (Gishen, 1990). 

 

Despite these positive steps, economic power is concentrated in the hands of a relatively 

small number of shareholders or interest groups. 

 

Reekie,  (Professor of Business Economics at University of Witwatersrand) has argued 

that privatisation must benefit the people, and not big business: 

“Although Government has repeatedly stressed that it has a policy of privatisation, little 

has been achieved.  Indeed many still doubt Government’s commitment.  There are two 

main reasons other than raising revenues for government, for privatisation. These are: 

Improving economic performance, and Promoting wider share ownership”  (Reekie, 

Business Day, 28 June 1989). 

 

The Free Market Foundation of South Africa stresses the importance of a free market 

economy in post apartheid South Africa.  The benefits should be spread so that all 

individuals should be able to share in the wealth generated by the people within the 

country (Koopman et al, 1988). 
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This is a contentious issue, as a large proportion of the South African population does not 

fully accept the notion of a free market system.  Their reasons are centred mainly on their 

perception that, Capitalism is Apartheid (Gishen, 1990). This was hypothesis tested by 

the author in this research and it was found that attitudes have changed.  Capitalism has 

gained acceptance.  The risk of nationalisation of the mining industry is therefore 

significantly reduced. 

 

Privatisation is one mechanism for distributing the wealth of the State, and the use of 

Employee Share Ownership Participation Schemes (E.S.O.P.S.) is a way in which the 

wealth can be spread over a large proportion of the population.  This was a basic policy of 

Thatcher’s Government.  The same rationale is apt for the South African situation 

(Cowley,1988). 

 

One of the business trends in the U.S. and the U.K., and more recently in South Africa, 

has been to extend the ownership of shares to employees so that they can also have a 

stake in the company for which they work.  This has taken the form of an employee share 

ownership plan (Cowley, 1988) also (Godfrey et al, 1988). 

E.S.O.P.S. or similar schemes have been used for a number of reasons.  These include: 

1. Productivity increase. 

2. Creation of employee stake holding on an equity basis. 

3. An avenue for retiring owners. 

4. As protection against a hostile takeover bid. 

5. An educational experience. 

6. To implement a participative management philosophy (Godfrey et al, 

1988).  

             

South African mining companies have not fully embraced this concept and have to date 

only selectively issued shares to management. 

 

Understanding new age norms and their effects on the workforce and its management is 

critical for organisational success. Chibaya Mbuya (2002) emphasis that these issues 

demand new ideas and revised management philosophies from the organisational leaders 

if these organisations are to survive in the new millennium.  
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1.1 Aim 
 

The aim of the author is to study the acceptance of E.S.O.P.S. in the South African 

Mining Industry and the impact of this concept on workers through an attitude survey and 

employer interviews through focus on the objectives listed. 

 

1.2 Objectives 

1.2.1 Determine implementation on mines 
  

Study the implementation of E.S.O.P.S. or related schemes in the South African Mining 

Industry. The interviews have highlighted that the system is not widely implemented. 

 

1.2.2 Identify issues that have hindered the wider 
acceptance of share schemes. 

 

Research the specific issues that are impacting on acceptance of the schemes. Unions and 

workers perceptions are paramount factors as highlighted by this research. 

 

1.2.3 Research the workers perception of capitalism in the 
new South Africa. 

 

The Apartheid laws have created the perception by many that Capitalism equals apartheid 

as proposed by Cowley (1988) and Gishen (1990). The author intends testing these 

perceptions. Capitalism has gained acceptance by many workers as indicated by the 

attitude questionnaire. 

 

1.2.4 Study the acceptance in the United States and United 
Kingdom and compare with South Africa. 

 

Delineating systems used in the USA, UK and RSA will be important to the Study. RSA 

has not fully embraced the potential of this concept as highlighted by this research. 
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1.2.5 Identify the critical success factors. 
 

Study the impact of factors such as corporate culture, communication, management 

philosophy, education, the amount of shares allocated to the scheme, the performance of 

company shares on the J.S.E., and the employee participation process. This was effected 

through interviews and literature reviews. Refer to Chapter 3. 

 

1.2.6 Evaluate the current affairs in South Africa. 
 

This was conducted through a literature review and interviews 

 

1.2.7 Interview managers to determine philosophies. 
 

Interviews were conducted with management on mines to determine philosophies. Refer 

to Appendix B. Focus on the participative management concepts showed wide 

acceptance. 

 

1.3 Hypothesis 
 

Employee Share Ownership Participation Schemes are important tools in employee 

motivation, through employee participation in the wealth of mining companies.  This is 

concluded as a true hypothesis. The hypothesis is accepted as a potential prime motivator 

but has not gained wide implementation in South Africa as evidenced by this research.    

 

1.4 Constraints and Demarcation. 
 

The author is limited by the quality of co-operation received by the mining companies 

and that of the respondents to the attitude survey. 

 

A further constraint is the degree to which the scheme has been accepted in South Africa, 

and the South African mining Industry. 
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The research was performed from a South African base and with limited financial 

resources as there was no outside funding available. 

 

1.5 Value of the Research 
 

Participative management and employee empowerment schemes are very topical in the 

current South African management process.  It deals largely with the possibility of 

creating black empowerment. 

 

Employee Share Ownership Participation Schemes (ESOPS) brings the employee into the 

world of company ownership and it is therefore a capitalistic instrument. Although there 

is still a strong socialism drive, capitalism is apparently favoured, in the opinion of the 

author but needs to be empirically tested, if we perceive the market mechanism in South 

Africa. 

 

Positive returns are expected in increased productivity and reduced labour turnover.  A 

possibility of increasing employee worth and importance is identified. 

 

1.6 Research Methodology 
 

1.6.1 Type of research  
 

The type of research conducted is descriptive. A specific situation is studied to see if it 

gives rise to any general theories or to see if existing theories are borne out by the specific 

situation. 

 

The research is basic as it is concerned with the formulation of a theory or the 

contribution to the existing body of knowledge. 
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1.6.2 Data collection 
 

Population 

 

All South African Mines that use E.S.O.P.S or schemes of a similar nature with focus on 

smaller units of less than 500 employees. 

 

Sampling and sample size 

 

The sample is composed of all current operators in the South African Coal, Gold, 

Diamond and base mineral mines who have J.S.E. listings. 

 

Methods used to collect data 

 

A combination of Literature review, Questionnaires and Interviews were used to 

assimilate the data. 

 

The research approach will be largely qualitative, but a quantitative approach will also be 

used where required. 

 

Data Analysis 

 

Data must be organised and presented systematically so that a valid and accurate 

conclusion can be drawn from it. 

 

Use will be made of summaries, histograms in analysing the data. 

 

There will be some focus on longitudinal research.  It involves data from a sample at 

different points in time in order to study changes or continuity in the samples 

characteristics. This also implies testing research hypothesis that were found true by 

previous researcher, but are not necessarily valid now. 
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1.7 Outline of the Research Report 
   

Chapter 1 opens with introductory remarks and reviews attitudes towards free enterprise 

and capitalism.  In Chapter 2 of this dissertation a Literature review of some managerial 

issues is conducted. In Chapter 3 participative management is discussed. Chapter 4 

attempts to identify evidence of participation and identifies the factors which promote 

productivity on South African Mines. In Chapter 5 the researcher will look at E.S.O.P.S. 

or schemes of a similar nature in two first world countries. This is followed by a 

discussion of the critical success factors that should be addressed by a firm that intends to 

implement a share scheme in South Africa, in Chapter 6.  Chapter 7 contains a discussion 

of the current affairs in South Africa.  Thereafter in Chapter 8, a discussion of the impact 

on the firm and management control is dealt with.  Here the author will argue that 

incentives given to managers should also be given to employees, thus aligning the long-

term interests of all interest groups.   Chapter 9 looks at management philosophies on 

South African mines.  Chapter 10 describes the methodology in the employee attitude 

survey and finally in Chapter 11 some conclusions are put forward. 
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2 LITERATURE REVIEW  
 

This literature review was conducted to determine the state of knowledge relating to 

research findings that could be contributory to the objectives of this research. 

The objective of this literature review is to determine what previous research has been 

conducted and through that determination identify if gaps exist that need to be addressed 

by this research.  Initially it is evident that the coverage of soft issues in systems thinking 

as applied to coal mining operations and the application of a related soft issue, for 

example Quality Tools in the same application is deficient in research coverage at this 

stage.  This will require that this research identify the importance of such concepts or 

behavioural soft issues. 

2.1 Practical Mine Management 

 

A United States publication (Britton, 1981) discusses middle and front line management 

in collieries.  It focuses on the duties responsibilities and efforts of supervisors in both 

underground and surface mining.  Section two analyses the current management problems 

with costs, workers, safety, productivity, training and technical staff and presents some 

practical ideas for improving them. 

Britton stipulates that there are at least 6,100 active coal mines in the United States of 

America and he notes the short comings in young management development that exist in 

the system “The coal industry has not been successful in its efforts toward management 

training and its orientation of young supervisors” (Britton, 1981).  

He defines the manager as “Someone who gets things done through people” (Britton, 

1981). 

Effective operating techniques include all ideas aimed at improving productivity, safety 

and employee relations. These have been termed the morale factors by other authors.  

These include such practices as: 

1) Initiating improvement programs for employees who wanted to increase their 

training, skills or education. 

2) Incentive programmes for better production. 
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3) Incentive programmes for better safety practices. 

4) Establishing communication channels beyond contract requirements to improve co-

operation (mine health and safety committees etc). 

Britton (1981) argues the premise that in effective mines, supervisors should be equipped 

with the following basic qualities: communication skills; listening skills; decisiveness; 

integrity; knowledge; enthusiasm; patience. 

“At the mine level, good human relations and effective management are critical to the 

success of the operation” (Britton, 1981). 

Modern management practices are based on the work of dozens of expert authorities, the 

most familiar being Peter Drucker of Harvard University.  These practices according to 

(Cronje et al, 2003) incorporate the theories of Maslow (Hierarchy of needs), Festinger 

(Cognitive Dissonance), Mc Gregor (Theory X / Theory Y), Blake and Mouton 

(Management Grid), Hersey and Blanchard (Situational Leadership), Louis Alan 

(Planning, Leading, Organising and Controlling), Crosby (Quality) and others. 

Worker morale in a colliery according to Britton (1981) is influenced by: 

1) Height of the working place. 

2) Presence of water or gas. 

3) Roof conditions. 

4) Treatment from supervisors and higher management. 

5) Company policies and how they apply to the worker. 

6) Fellow workers.  

Morale is a person’s mental and emotional state.  It depends on or reflects the individual’s 

sense of self-fulfilment.  When a mine operation is analysed for its performance, the 

motivation of the employees is always examined.  Britton states, “Motivation is simply 

the effort a person is willing to contribute towards achieving a goal. In coal mining a safe 

and effective management team and a safe efficient workforce are two such goals. 

Leadership is the ability to direct the activities of others; the key to leadership is co-

ordination.  Co-ordination is defined, as the function of getting the right person, supplies 

and equipment to the proper place at the proper time. Effective leadership is another 

quality needed by supervisors” (Britton, 1981). 
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The first step in understanding the production problems in the mining operation is 

identifying the general categories where most problems fall.  Britton identifies seven 

major categories: section planning; operator performance; system performance; machine 

performance; system logistics; maintenance performance; safety performance. 

This researcher concurs with the appreciation of the importance of the arguments 

presented.  These are crucial in a benchmarking study that aims to derive guidelines for 

effective coalmine operation.  The importance of morale and the motivation of the people 

are major contributors to optimum production performance.  World class systems will not 

exclude these factors.  The challenge lies in ensuring they are maximised and in how this 

is achieved. 

2.2 Systems Thinking 

 

Systems thinking had its foundation in the field of system dynamics, founded in 1956 by 

MIT Professor Jay Forrester.  Professor Forester recognised the need for a better way of 

testing new ideas about social systems, in the same way we can test ideas in engineering 

(Aronson, 2004). 

The approach in systems thinking is fundamentally different from that of traditional 

forms of analysis.  Traditional analysis focuses on separating the individual pieces of 

what is being studied.  The word “analysis” actually comes from the root meaning “to 

break into constituent parts”.  Systems thinking in contrast, focuses on how the thing 

being studied interacts with the other constituents of the system.  We have a set of 

elements that interact to produce behaviour of the holistic system of which it is part.  This 

means instead of isolating smaller and smaller parts of the system being studied, system 

thinking works by expanding its view to take into account larger and larger interactions as 

an issue is being studied. 

Examples of areas in which systems thinking has proven its value include: 

1. Complex problems that involve many participants seeing the big picture and not just 

their part of it. 

2. Recurring problems or those that have been made worse by past attempts to fix them. 

3. Issues where an action affects (or is affected by) the environment surrounding the 

issue, either the natural environment or the competitive environment. 
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4. Problems whose solutions are not obvious. 

By seeing the whole picture, the team is able to think of new possibilities that they had 

not come up with previously, in spite of their best efforts.  Systems thinking has the 

power to help teams create insights when applied to a problem (Aronson, 2004). 

2.2.1 Value chain analysis 
 

Michael Porter (Jackson, 2004) introduced a generic value chain model that comprises a 

sequence of activities found to be common to a wide range of firms. Porter identified 

Primary and Support activities as shown in Figure 2-1 . 

 

Figure 2-1  Porter's Value Chain Model (from Jackson, 2004) 

 

In the model the primary activities are inbound logistics, operations, marketing and sales 

and service.  The support activities are the firm’s infrastructure, HR management, 

technology development and procurement. 

This is a system and requires an approach to analyse it.  A modern scientific approach is 

that proposed by Michael C Jackson (Jackson, 2004) in his work on Systems Thinking. 

This applies systems approaches to management problems and classifies alternative 

holistic perspectives in combination.  

The Systems approach should result in  

1) Improving goal seeking and viability 

2) Exploring purposes 

3) Ensuring fairness 
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4) Promoting diversity 

These approaches involve: 

1) Hard systems thinking 

2) System dynamics.  

3) Organisational Cybernetics. 

4) Complexity theory. 

5) Strategic assumption surfacing and testing (killer assumptions, making assumptions 

that are incorrect). 

6) Interactive planning. 

7) Soft systems methodology. 

8) Critical system heuristics. 

9) Team Syntegrity (This is a systems term implying the empowerment of those 

discriminated against.  Emancipatory in character).  

10) Post-modern systems thinking. 

Jackson puts a taxonomy perspective on systems thinking and it is this that in the opinion 

of this researcher will identify the soft issues that will make a difference in mining 

operations. 

2.3 Quality Tools 

In manufacturing environments, there are many areas in which you can focus to create 

improvements, and systems such as the Six Sigma (section 2.12.3) and the Twenty Keys 

(section 2.12.1) can help you to find a focus for improvements. 

2.3.1 Twenty Keys 

Iwao Kobayashi has created a list that includes these and more, and can be used in 

manufacturing audits (Kobayashi, 1994).  It provides a very useful checklist.  The Twenty 

Keys are: 

1) Clean and tidy.  Everywhere and all of the time. 

2) Participative management style.  Working with all people to engage their minds and 

hearts into their work as well as their hands. 

3) Teamwork on improvement.  Focused on teamwork to involve everyone in 

enthusiastic improvements. 

4) Reduced inventory and lead time.  Addressing overproduction and reducing costs and 

timescales. 
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5) Changeover reduction.  Reducing times to change dies and machines to enable more 

flexible working. 

6) Continuous improvement in the workplace.  Creating improvement as a ‘way of life’, 

constantly makes work better and the workplace a better place to work. 

7) Zero monitoring.  Building systems that avoid the need for ‘machine minders’ and 

instead have people who are working on maintaining a number of machines. 

8) Process, cellular manufacturing.  Creating interconnected cells where flow and pull 

are the order of the day. 

9) Maintenance.  Maintaining of machines by people who work on them, rather than 

external specialists. This allows constant adjustment and minimum downtime. 

10) Disciplined, rhythmic working.  Synchronised total systems where all the parts work 

together rather than being independently timed. 

11) Defects.  Management of defects, including defective parts and links into 

improvement. 

12) Supplier partnerships.  Working with suppliers, making them a part of the constantly-

improving value chain, rather than fighting with them. 

13) Waste.  Constant identification and elimination of things that either do not add value 

or even destroy it. 

14) Worker empowerment and training.  Training workers to do the jobs of more highly 

skilled people, so they can increase the value they add on the job. 

15) Cross-functional working.  People working with others in different departments and 

even moving to gain experience in other areas too. 

16) Scheduling.  Timing of operations that creates flow and a steady stream of on-time, 

high-quality, low-cost products. 

17) Efficiency.  Balancing financial concerns with other areas which indirectly affect 

costs. 

18) Technology.  Using and teaching people about more complex technology so they can 

use and adapt to it, bringing in the latest machines and making them really work. 

19)  Conservation.  Conserving energy and materials to avoid waste, both for the 

company and for the broader society and environment. 

20) Site technology and concurrent engineering.  Understanding and use at all levels of 

methods such as Concurrent Engineering and Taguchi methods. 

This is a useful list, but of course it still does not include everything.  A practical exercise 

is to take this and use it either to evaluate a current workplace or as a discussion forum, 

ensuring people understand it all and adding to it other areas that need to be added for a 
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company (Syque.com, 2004).  The Keys need to be adapted for a mining system and in 

this lies a challenge. 

2.3.2 Total Quality Management  

Total Quality Management (TQM) is a management approach or strategy aimed at 

embedding awareness of quality in all organisational processes. It maintains that 

organisations must strive to continuously improve these processes by incorporating the 

knowledge and experiences of workers. Quality management can be explained as the 

proposed action taken after finding out the difference or shortfall between the present 

condition and the expected level set by any quality standards.  The proposed actions or 

the actual action carried out to fill the gap can be considered as quality management 

practice. Although originally applied to manufacturing operations, TQM is now 

becoming recognised as a generic management tool, just as applicable in service and 

public sector organisations. TQM is mainly concerned with continuous improvement in 

all work, from high level strategic planning and decision-making, to detailed execution of 

work elements on the shop floor.  It stems from the belief that mistakes can be avoided 

and defects can be prevented. Continuous improvement must deal not only with 

improving results, but more importantly with improving capabilities to produce better 

results in the future. 

Among the most widely used tools for continuous improvement is a four-step quality 

model – the plan-do-check-act (PDCA) cycle (Softexpert, 2004): 

1) Plan: Identify an opportunity and plan for change.  

2) Do: Implement the change on a small scale.  

3) Check: Use data to analyse the results of the change and determine whether it made a 

difference.  

4) Act: If the change was successful, implement it on a wider scale and continuously 

assess your results.  If the change did not work, begin the cycle again.  

Organisations that may match or exceed the expectations of customers should use 

systematic, planned and well structured processes that may contribute to improvement in 

quality and the quality management.  A company or any business entity that doesn’t 

practice TQM may become non-competitive sooner or later and the chance of that 

company or business being driven out of the market is high. Organisations today are 

discovering the realities of managing a fast-moving business in a permanent system of 

complex regulatory compliance.  A great number of other regulations are driving 
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companies to implement sophisticated compliance frameworks with unprecedented levels 

of time, budget and resource. Current and emerging trends suggest that the demands will 

most likely become more stringent and more numerous and harder to apply within a fast-

moving business environment. However, effective compliance management will protect 

and enhance the brand and reputation by helping avoid the adverse affects of non-

compliance such as: litigation, fines, prosecution, and the risks, costs, liability, and 

damage to brand reputation associated with non-compliance. It is important to focus not 

just on the immediate task at hand but also on how a business solution can support the 

organisation throughout the full compliance lifecycle.  A common cycle for process 

improvement activities that can be applied to any business improvement initiative is the 

classic PDCA Cycle stated above. Software solutions should be designed to support all 

phases of this cycle, from the planning stage to the correction phase (Softexpert, 2004). 

2.3.3 Six Sigma 
 

Six Sigma is a management philosophy developed by Motorola that emphasizes setting 

objectives, collecting data, and analysing results as a way to reduce defects in products 

and services.  It is a business management strategy, which today enjoys widespread 

application in many sectors of industry. Six Sigma improvements in surface mining 

environments have been achieved for example: 

1) Truck loading time reduced by more than 30 seconds on average. 

2) Rock fragmentation improved from 90% to over 99% of material within target size. 

3) Fuel consumption reduced.  

4) Crusher throughput increased from 1,350 to 1,500tph, creating capacity for extra 

production. 

5) Fuel particle count reduced from 400,000 particles per ml to less than 2,000 particles 

per ml, producing increased production through reduced equipment stoppages and 

downtime. 

6) Environmental haulage costs reduced. 

These results are typical of what you can expect in the first 6 to 18 months of deploying 

Six Sigma in a medium-size mine.  These results can be achieved using basically the 

same equipment and people (Aorist, 2004).  The challenge is to find its suitability to 

underground coal operations. 
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2.4 Conclusion 

 

1) The literature review has identified pertinent factors that will form part of the 

guidelines to management and operators to ensure productivity, effectiveness and 

efficiency. 
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3 PARTICIPATIVE MANAGEMENT 
 

3.1 What is Participative Management? 
 

1. A process of involving those who are influenced by decisions, in making 

decisions. 

2. Where everyone makes certain that everyone gets their needs met. 

 

3.2 What Participative Management is Not. 
 

1. It is not permissiveness. Participative management (PM) holds people 

responsible. 

2. It is not weakness. PM takes character to apply. 

3. It is not involvement in trivia. Only significant decisions should go through the 

PM process, however, what one person sees as trivia may be very important 

to another. 

4. It does not mean giving up authority. The manager does not give up authority, 

rather management delegates authority with matching amounts of 

responsibility and accountability. 

5. It does not mean giving up all decision making. Management delegate only the 

amount of decision-making that management thinks is appropriate under the 

circumstances. Delegated authority may require a person to recommend 

action rather than take action. 

6. It does not mean postponing action. PM should occur quickly and avoid 

constant fixes. 

(http://elsmar.com/pdf_files/participative%20management.pdf) 
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3.3 Sharing Authority through delegation 
 

3.3.1 A common response: 
 

“I’ll be darned if I’ll let my people make the decisions when I’m the one who is 

responsible for the operation. If it’s a bad decision, my head will roll, not theirs...” 

 

3.3.2 The sharing (delegating) process: 
 

Responsibility + Authority + Accountability are integrated into one equation, one 

situation, to attain results through participative management. 

 

3.3.3 Management negotiate the following steps 
 

1. Goals: The process starts with the end in mind. 

2. Guidelines: The team negotiates parameters, history, policies, boundaries, 

etc. 

3. Resources: The team negotiates the money, equipment, supplies, human 

resources, time, and authority available. 

4. Accountability: The team negotiates what information will be tracked, 

how, when, and to whom it will be reported. 

5. Reward: Unless there are special bonuses, or incentives, rewards usually 

include good reviews, higher raises, greater opportunity for promotion, 

greater authority, etc. 

(http://elsmar.com/pdf_files/participative%20management.pdf) 

 

3.4 Skills Required for Participative Management 
 

1. Interest and concern. Some people prefer to be told what to do. 
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2. Recognise and enhance talents in others. Some people fear they will lose power 

if they build others. 

3. Recognise and work around weaknesses in others. Some people are so irritated 

by deficiencies of others that they can’t they can’t recognise and work with 

their strengths. 

4. Communication, particularly listening. People often would rather inform than 

become informed. 

5. Conflict resolution. It is easier to create a conflict than to resolve one. It 

usually requires forgiving others something most people don’t do well. 

6. Self-control. Getting the best out of others requires controlling ourselves, our 

habits, anger, self-serving tendencies. 

7. Negotiation. It can seem difficult to negotiate when we already have the power 

to simply decide and act. 

8. Compromise. We often must compromise short-term personal or departmental 

goal to achieve a company goal or help another achieve a personal goal. 

9. Synergy. The PM process relies on the belief that 1 + 1 = 3. 

10. Teachability. When the team answer is different than our preconceived desire 

we must learn from the team. 

11. Flexibility. We must learn from others and then implement the better 

alternatives. 

12. Correction. The PM process constantly makes it clear that, I was mistaken, I 

didn’t think of everything, I wasn’t considering another’s viewpoint, etc. 

Most people don’t like this process. 

(http://elsmar.com/pdf_files/participative%20management.pdf) 

3.5 The Concept of Control 
 

The concept of control is generally replaced by the concept of self-control and 

accountability. The word manage is generally replaced by the words lead, encourage, 

persuade, lift, serve, help, understanding, and inspire. The words negotiate and review 

and discuss and decide replace words like orders, inform, tell, assign, direct, and require.  

(http://elsmar.com/pdf_files/participative%20management.pdf) 

3.6 Benefits of Participative Management 
 

1. Increase productivity (effectiveness and efficiency) 
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2. Better decisions 

3. Employee morale 

4. Improved job satisfaction 

5. Greater commitment 

6. Faster adaptation to change 

7. Greater trust 

8. Better communication 

9. Better teamwork 

(http://elsmar.com/pdf_files/participative%20management.pdf) 

3.7 Conclusion 
 

Participative management is the process of giving the worker buy-in to factors that affect 

them. It is critical to motivation in modern society. It is astute management that gets 

results through people. 

 

Another way of motivating and empowering people is to involve them in the ownership 

of the company or organisation. This provides a new slant to participative management.
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4 FACTORS WHICH PROMOTE 
PRODUCTIVITY ON SOUTH AFRICAN COAL 
MINES  

 

Previous research considered the performance statistics that are evident at South Africa’s 

best performing operations and analysed performances in line with a continuous 

improvement perspective termed QCDSM (quality, costs, delivery, safety and morale) 

(Scheepers et al, 2000). 

 

Evidence is searched through a study of specific production systems to determine 

participative management contribution. 

Research is conducted from the perspective of the ‘twenty keys’ to improve production 

systems and is expanded on in Section 4.14. The issues are very much part of the ‘soft 

systems’ domain. This researcher is convinced that the evidence that soft issues have a 

significant impact on better performers and world class producers. It makes the difference 

when hard or physical systems remain equal between operations.  These issues coupled 

with the choice of effective mining and design criteria impact strongly on better 

performance.   

There are a number of reasons why certain operations do better than others. To define 

these is however very difficult and is sometimes left unanswered. In order to address this 

issue in a more formal manner, the following criteria will be used to evaluate the 

performance of the respective operations. Data collection and interpretation was 

complemented through personal communication and reports of line managers in the Sasol 

Mining team namely Jordaan, Scheepers, Steynberg, Leibrandt and Streuders and mine 

managers of collieries benchmarked, namely Khutala, Matla, Douglas, Forzando, Gloria, 

Goodehoop, Bank, Arnot, Phoenix, Brandspruit, Bossjesspruit, Middelbult, Twistdraai 

and Syferfontein (Scheepers et al, 2000). A description of each of these factors follows, 

which would place into perspective why these are important factors to improve 

operations: 

4.1 Get to the Working Place Quickly 
 

Most mines adhered to this aspect by getting people to the sections quickly. Initiatives 

observed included using non-flameproof light delivery vehicles, maintaining excellent 
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road conditions, using satellite shafts (reduce travelling distance to each section). There 

were however mines with poor road conditions (Arnot and Douglas) and mines still using 

tractor and trailer to get the crew to the workplace. 

One of the mines studied did not make use of non-flameproof vehicles. The management 

noted mistrust in these vehicles as a consequence of previous experience with methane 

explosions. This is an example of how personal experience or prejudice can influence 

change on a mine.  

 

Table 4-1 Transport options of better producing mines 

Mine 
 

Road Conditions 
 

Transport used 
 

Satellite Shaft 
 

Sasol 
 

Good 
 

NFP V 
 

Yes 
 

Khutala 
 

Good 
 

NFPV  
 

No 
 

Matla 
 

Good 
 

NFPV for 
 

3 mines make up the 
 

 
 

 
 

Supervisors 
 

Matla complex 
 

 
 

 
 

Crew transport by 
 

 
 

 
 

 
 

man carrier 
 

 
 Douglas 

 
Poor 
 

 
 

Yes 
 

Forzando 
 

Good 
 

 
 

No – close 
 

Gloria 
 

Good 
 

NFPV  
 

Yes 
 

 
 

 
 

MPV 
 

 
 Goedehoop 

 
Very good 
 

NFPV 
 

Yes 
 

 
 

 
 

Dyna busses 
 

 
 Bank 

 
Good 
 

Dyna busses 
 

Yes 
 

Arnot 
 

Poor 
 

NFPV 
 

Yes 
 

Phoenix 
 

Average 
 

Tractor / trailer 
 

Yes 
 

4.2 Inspections Done Quickly 
 

Most of the mines claimed to start production soon after the beginning of the shift. There 

was however not one single mine that had systems in place like the ‘sumpy system’ JNA 

(Joy Network Analysis or telemetric system) as used by some Sasol mines. Some still 

relied on the reporting of the miner to the control room as a control mechanism for early 

start up.  Khutala also displayed some telemetric control as did Matla.  
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In most of the cases the crew does not take part in the initial examination. This task is still 

left to the miner and the safety representative to perform, while the crew waits in the 

waiting place. 

Mines that do not work during the off shift used the beginning of shift to lubricate 

machines. In one case the section was on stop for an hour at the beginning of every shift 

to fill oils etc. 

4.3 Leave Section in Good Condition at the End of a Shift 
 

No real actions were observed to leave the sections in a state to reduce the start-up time 

for the following shift. The time for start-up after the change of shift was however normal 

(long) - in most cases around 1hour. 

4.4 Reduce Cable Handling Time 
 

Cable suspension in most sections visited was of an acceptable standard. Continuous 

miner cables were suspended up to the last through road, from where it was lying on me 

floor up to the continuous miner. No exceptional cable work was observed, except at 

Matla where the cable-bridge is built before moving the continuous miner assisting the 

quick tramming of the machine.  

4.5 Minimise Tramming and Manoeuvring 
 

Cutting sequences were similar. Some mines only cut 12m lifts before bolting resulting in 

additional tramming. Owing to varying pillar centres those that were shallower had 

smaller pillar centres and hence mined shorter distances before traming. This impacted on 

production if this distance was sub-optimal. The battery haulers at Khutala proved to be 

very successful with the direction of travel of the cars one way to form a loop as they are 

unrestricted by trailing cable routing. The time for backing up behind the continuous 

miner was minimal with very little time was lost during this operation. 
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4.6 Maintain a Fast Cutting Cycle 
 

Time studies showed the times for filling of shuttle cars were acceptable - in the region of 

1 minute per load (16 tonnes). 

At Goedehoop the continuous miner operator sumped in at a height that was just enough 

to fill the shuttle car with one shear down. Whilst the cars were changing, the operator 

would lift the head and sump in while waiting for the next car. The coal left against the 

roof due to this was cut off after every 7m.  

Coal at Arnot was very hard, the continuous miner exceeding 90 seconds to fill one car. 

4.7 Change Picks Quickly 
 

This aspect was not evaluated due to timing of the operations. It does however play a 

lesser role when the tonne per pick achieved is in the range of 90 tonnes per pick which 

was the best pick consumption reported during this research. 

4.8 Prevent Shuttle Car Cable Damages 
 

Some mines claimed that this was also a major cause of downtime. All the mines 

however adhered to the rules for preventing shuttle car cable damage. All shuttle car 

cables were anchored at the feeder breaker, at the sheave wheel height. The mines used 

tyres to anchor the cables with an eyebolt from the ribside. 

Arnot and Gloria were very strict regarding the damage of cables. A full incident 

investigation followed after a damaged cable incident, with disciplinary action against the 

driver in the case of negligence. Other mines were not as severe. 

The smaller pillar centres allowed the cables to be anchored at the tip at all times while 

the shuttle car would reach the furthest point in the section. Belt extensions were done 

after two pillars. 
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4.9 Decrease Shuttle Car Change Out Times 
 

The smaller pillar centres allowed cars to change closer to the continuous miner.  Sections 

operated with three cars minimising the time the continuous miner would wait for a car. 

The battery haulers at Khutala allowed for quick change-out behind the CM. The haulers 

would follow a circular route, which required only minimal reversing up to the CM. 

4.10 Support Roof Safely 
 

All roof support was of good standard. Bolt length, size and support pattern varied from 

mine to mine as conditions change. The support installed by most mines was similar. 

Some mines used mechanical anchored bolts. 

4.11 Extend Infrastructure Every Two Pillars 

 

The mines visited all adhered to this practice. Some mines did the belt extension in shift 

and still produced well during that shift. Belt extension time of 1.5hours was mentioned 

in some cases.  

Mines that had little methane and small pillar centres, did not use auxiliary fans and had 

much less cable work to do. In these cases scoop brattices were used to ventilate 

headings. The extensions were done by either making use of contractors, or by own 

employees. 
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Table 4-2 Belt extension data  

 

 

Belt Extension (no of pillar) 

 

Time taken (hours) 

 

When 

 

Actions 

 

Sasol 

 

2 

 

Various 

 

Off shift 

 

 

 
Khutala 3 2 In shift No fans - little cable work 

Matla 2 1.5 In shift  

Douglas 

 

 

 

 

 

 

 

 

 Forzando 

 

1 

 

1 

 

In shift 

 

 

 Gloria     

Goedehoop 

 

2 

 

2 

 

In shift 

 

 

 Bank   In shift  

Arnot 2 3 In shift Use checklist for 

Phoenix 

 

2 

 

2 

 

In shift 

 

 

 
 

4.12 Do as Much as Possible During the Off Shift 
 

Khutala was one of the mines that did virtually nothing during the off shift. Belt 

extensions and maintenance is done during the day shift. Some of the other mines also 

followed this principle. In a few cases the maintenance and belt extensions was done 

during the off shift. 

 

Table 4-3 Off-shift activity  

 
 

Off Shift work done 
 

Detail 
 

Sasol 
 

Yes 
 

Belt extensions / maintenance / preparation for next shift 
 

Khutala 
 

No 
 

 
 

Matla 
 

Yes 
 

Maintenance 
 

Douglas 
 

 
 

 
 

Forzando 
 

No 
 

 
 

Gloria 
 

Yes 
 

Maintenance 
 

Goedehoop 
 

No off-shift 
 

 
 

Bank 
 

No off-shift 
 

 
 

Arnot 
 

No off-shift 
 

 
 

Phoenix 
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4.13 Apply Effective and Communicated Standard Operating 
Procedures 

 

The 12 SOP's identified in the forgoing sections 11.1 to 11.12 used by Sasol Coal 

(Scheepers et al, 2000) is also evident on the mines visited. Taking into consideration that 

these are the best performers in industry, we can conclude that adherence to the SOPs 

contribute positively to good performance. The need to enforce these is thus an important 

aspect. Note that some of the better performing mines had no activities performed during 

the off shift. It is essential to have well documented and communicated SOPs for efficient 

and effective performance. 

4.14 Apply the Kobayashi 20 Keys 
 

Iwao Kobayashi is the creator of the well known 20 Keys. It was found that companies 

that lead the world in respective markets do so by improving more than one thing at a 

time, and by doing it over the long term. These companies recognise the importance of 

synergy between the different improvement efforts and the need for commitment at all 

levels of the company to achieve total, system wide upliftment (Kobayashi, 1994). 

The 20 Keys approach is a way for companies to look at the health of operations and to 

systematically upgrade it, through 20 different but interrelated aspects - all of which are 

addressed at once. This may sound like an impossible amount of work. In reality, 

however, it is much more important to improve incrementally and simultaneously in all 

areas that support a world class operation than to improve a single key area, only to fall 

short, when realising that a critical supporting system is not in place. 

The 20 Keys are important factors that support Quality, Cost and Delivery. 

The scope of the Benchmark was not to evaluate the various mines on performance in 

each of the 20 Key areas to a five point scale, but rather to use the 20 Keys as a guideline 

to identify those areas that will contribute successfully to better performance. In most 

cases the reference to the keys were modified to suit coal mining per say since the keys 

were originally developed for manufacturing operations. 

The research endeavoured to identify and quantify the application of these concepts in the 

coal mining industry.   
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4.14.1 Cleaning and organising 
 

This key is very important. It is an issue in every workplace. The implementation of this 

aspect must be such that the mine or section will even get full scores during surprise 

inspections. Cleaning and organising allow for problems to be identified once dirt and 

unnecessary items are removed. The good housekeeping concept is not a new concept but 

not always effectively implemented or discipline falls short (Kobayashi, 1994). 

The mines visited were all very good at this point. Sections were neat and good 

housekeeping practices were followed. Very little effort was made to suspend continuous 

miner cables, these were left lying on the floor but away from machines that could 

damage it. Sections were swept clean of duff. All the mines had clean back areas and 

most mines had either scoops in the sections or a dedicated LHD.  

The section at Matla was however the most impressive on this point. Housekeeping 

standards were very high, and the assurance was given that it was a culture throughout the 

mine without any formal procedure to ensure such standards. 

4.14.2 Rationalising the system management by objectives 
 

This aspect refers to the convergence of top-down and bottom-up management for a more 

rational organisation. In the rapid changing environment we are living, we need to be able 

to adapt and change direction quickly. This is normally achieved by using a top down 

approach. It is however not enough as people on the floor may feel left out and resist 

implementation of new ideas and plans. Goals are more attainable when everyone owns 

them and helps each other to reach them. Only through a co-operative convergence of 

top-down and bottom-up decision-making can an organisation become truly adaptive to 

change (Kobayashi, 1994). 

One would expect to find the good producing mines to have systems in place whereby the 

production crews are informed fully about targets and actual performance on a continuous 

basis. One would also expect to find the involvement of these workers in the management 

and running of the operations. This was however not experienced. In fact in most of the 

cases the sections had a notice board with very little or no information conveyed to the 

crew about their performance. The best standard observed was in a Sasol Coal waiting 

place.  
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There was also no evidence of close involvement of the higher management team with 

the workers, like communication sessions and worker involvement. 

4.14.3 Continuous improvement team activities 
 

Kobayashi stated, “This aspect reflects the importance of workplace morale through team 

activities which support company goals. Team activities are important in improving 

manufacturing quality. The invigoration of workplace morale through team activities 

creates a competitive strength quite different from the strength gained through effective 

management of objectives. Improvement teams composed of frontline workers use their 

hands-on expertise to set appropriate targets that deal with the work environment, human 

relation's issues, and other issues. Teams need to work on issues that matter to 

management as well as their own jobs” (Kobayashi, 1994). 

Evidence of these activities was found in formal structures and the Continuous 

Improvement philosophy has been adopted by most operators. 

4.14.4 Reducing inventory and shortening lead time 
 

Kobayashi reported, “This is the most important aspect of managing short-term orders 

that contain a wide variety of product specifications. Shortening the lead time at all stages 

from processing orders to product development, design, production, and shipment is 

certain to boost customer satisfaction. The fastest way to identify waste is to eliminate the 

overproduction that gives rise to other types of waste. Various factors can be evaluated 

under this aspect” (Kobayashi, 1994). 

The time it takes to get spares and equipment to the sections has a direct influence on the 

production process and is far less for the mines mining multiple seams like Matla and 

Khutala (a function of geographic expansion rate). The other mines visited were also not 

mining such a wide geographic area as was noticed at Secunda (Sasol). 

The policy on keeping spares on the mine and in the sections also varied. At Forzando not 

even a cutter motor is kept on the mine. Big components are ordered from Joy. Arnot 

keep most but do not have a cutter gear case. Across the board the mines had the 

minimum amount of spares in the sections. The necessary ones were kept in compact 
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spares boxes underground. This was quite different from the long line of boxes full of 

spares that one finds in a section at Sasol. 

4.14.5 Quick changeover technology 
 

Quick changeover is an essential part of any production system that wants to adapt 

promptly to change. Companies must also carry out the clerical counterpart of quick 

changeover - "single file" retrieval (where anyone can find any file within one minute) 

electronically (Kobayashi, 1994). 

The "hot seat change" is a topic well known amongst those in the mining industry. Not 

one of the operations visited did a proper hot seat change - changing on the machines. In 

some instances the shift times were such that it did not allow for it and the crews changed 

at shaft bottom or top. 

There were cases mentioned of "trying to" do it, but nowhere was this practice done 

properly. The mines also had no measure to ensure adherence to this practice like the 

JNA controls (sumpy system) as found at Sasol Coal 

An aspect that is very time consuming is the tramming of the continuous miner to the 

next face. This is due to the cable re-routing and suspension that has to be done, rather 

than the speed at which the miner can tram. At Matla the "cable bridge" across the 

roadway is built before the machine is trammed. This allows for tramming the machine to 

the next face in a very short time. 

Change-out points of the shuttle cars also play an important role in the time not accounted 

for during the production cycle. Khutala managed to reduce this time considerably by 

using the battery haulers and a unique circle they travel in, which require only backing up 

against the miner once the first car leaves. 

Time wasted on belt extensions was minimal on the mines that did do it during the shift. 

A duration of 1.5hours per two pillar extension was mentioned. The section that used 

scoop brattices and no auxiliary fans had less cable work to do. At Sasol Coal some belt 

extensions still take the whole night shift without allowing an early start on the day shift. 
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4.14.6 Manufacturing value analysis (methods improvement) 
 

Kobayashi (1995) describes this as improvements to reduce motion, increase human and 

mechanical efficiency, and establish better methods. 

Although individual improvement suggestions are a good thing, a plant wide approach to 

devising and implementing improvements in methods, yields even greater results. 

Manufacturing value analysis (MVA) analyses the functions of individual manufacturing 

steps or motions and analyses whether they add value to the product. Any motion that 

does not add value to the product is considered as waste and should be eliminated. No 

formal activity such as this could be found at any of the mines. 

4.14.7 Zero monitor manufacturing / production 
 

Kobayashi argued, “The drive is for zero defects and zero monitoring work is done 

remotely through automation. Continuous unassisted automation involves not only 

processing work pieces but also feeding them in and extracting them. In a wide-variety, 

small-lot production system, automation is further complicated by the need for frequent 

changeovers. However, it is relatively easy to automate a one-cycle process. In fact, one-

cycle automation is a prerequisite for establishing a reliable system of multi process 

handling (one operator handling several machines or processes). When the operator 

leaves one machine to start working at another, the machine left behind must be able to 

operate without monitoring until the next cycle” (Kobayashi, 1994). 

Applicable here is the capital expenditure on systems to reduce labour, but which does 

not operate without someone monitoring it. Included are aspects like belt drives and 

feeder breakers. 

Most of the mines visited performed-well on this aspect. Sections feeder breakers were 

automated and drive heads were without attendants. Some mines still use people to man 

feeders and belt drives. 
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4.14.8 Coupled manufacturing / production 
 

Tearing down organisational walls to allow goods and information to flow laterally 

through the company is likely to uncover problems and obstacles. Production lines should 

set up "stores" between processes so that the operator from the following process "goes 

shopping" there for inventory items. Everyone must see the next process as the customer. 

Each process must provide quality products in the desired amounts to their store so their 

next-process customer can get exactly what is needed next as described by Kobayashi 

(1995).  

In this context considering the range of activities as found on a colliery, each one being 

the input into the next. Applicable here is for example the condition that an earlier 

production shift would leave the section in for the services personnel to take over the 

section. A typical example will be the cutting of the floor by production personnel, which 

in turn will become the input for the road building operations. Poor floor cutting result in 

excessive cost to build roads. On most mines the structure -was as such that incidents as 

mentioned above were eliminated because the person responsible for the cause of the 

problem, was also responsible for the solution, e.g. the mine overseer responsible for 

production also had to build roads in a specific area. 

4.14.9 Maintaining machines and equipment 
 

To assist in eliminating the three evils - contamination, inadequate lubrication, and miss 

operation (misuse) all role players must be involved in removing these causes of 

equipment breakdowns. 

The practice of preventative maintenance must be understood to allow support to the 

maintenance efforts in identifying and fixing minor problems in critical equipment before 

breakdowns are caused (Kobayashi, 1994). 

Maintenance cost is one of the major expenditures on any mine. Good maintenance can 

contribute positively to profit which offsets costs. 

The maintenance done varied from mine to mine. Some mines maintained their 

equipment once a month, whilst others did it on a two weekly basis. The mines with 

softer cutting conditions were more likely to do less maintenance, and they also managed 
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to get higher tonnages from their continuous miners before it became necessary to 

overhaul it. 

The maintenance was done by either dedicated maintenance crews or by section artisans. 

Maintenance was done during either the night shift or in a lot of cases the day shift. 

Most mines used fitters and electricians compared to Sasol Coal who made use of electro-

mechanics. 

The mines used preventative maintenance schedules to do maintenance, but in some cases 

without control of the schedules. 

4.14.10 Time control and commitment 
 

Kobayashi (1995) states, “No matter what policies a company establishes and implements 

in pursuit of stronger manufacturing quality and higher productivity, the result will be 

disappointing unless the company also has thoroughly implemented time control policies. 

By the same token, policies that are established but not enforced will not be improved by 

any amount of revision. Time policies should reflect the firm intentions of managers and 

supervisors and should be positively supported by frontline workers. This key is the 

hardest to implement, because it deals with attitudes as much as it does with policies” 

(Kobayashi, 1994). 

Some mines used electronic time recording devices. Virtually none used the time sheet 

method. At Khutala every person, from the General Manager down, is issued with an 

electronic card which is used for entry to the mine, the lamp room etc. By this method, it 

is possible to track the movement of every person on the mine. 

4.14.11 Quality assurance system 
 

QA improvements require progress in many areas, including reducing equipment 

breakdowns, improving changeover speed and reliability, and invigorating team 

activities. Many companies depend on inspection as the cornerstone of QA. But even the 

best inspection won't prevent the production of defective goods. On the contrary, a strong 

inspection system fosters complacency, leading to greater defect production. 
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Building an effective QA system brings up various issues and shifts in emphasis, such as 

the change from defect discovery to defect prevention, or from work that is defect-free 

even when the operator is not paying attention (Kobayashi, 1994). 

On this issue one must mention the successful control of coal quality by those mines 

involved in the export market, or in cases -where the seam was mined selectively making 

use of markers. These mines developed unique methods to ensure that only the coal they 

required was mined with minimal contamination. Control measures included drilling into 

roof and floor to determine roof and floor coal thickness, to supply miners with plans 

indicating detail of the coal seam so that they are fully informed. The measuring of 

contamination by miners was another method used to ensure good coal quality. 

4.14.12 Developing of suppliers 
 

There is a saying in Japan that the supplier is a reflection of the purchaser - looking at the 

supplier will reveal much about the company being supplied. Co-operation between a 

manufacturer and its suppliers has an important impact on the manufacturer’s quality, 

cost, and delivery. 

The idea that supplier relationships are not simply sales transactions and recognise the 

wisdom of providing technical assistance to help suppliers improve their technology and 

manufacturing quality is fostered (Kobayashi, 1994). 

The relationship with major suppliers varied from good to bad. Some mines involved the 

major OEMs like Joy in every aspect involving the equipment. Others made use of the 

OEM to the minimum. 

At Matla most of the reconditioning work is done at their own central workshops. The 

work they do is of outstanding quality to the point that some mines are considering 

conditioning continuous miners at Matla. 

Anglo Coal's central workshops also do work similar to that as done by Matla, but for the 

group as a whole. 

At Phoenix, the Duiker central -workshop used to overhaul shuttle cars, but this function 

has now been referred back to Joy. According to employees it is to "support Joy", and it 

was evident that dissatisfaction was caused due to this decision due to the poor service 
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received from Joy, and the high standard of work as performed by own employees during 

overhauls. The quality of work performed by the Central Workshop was very impressive. 

The crew was small, but did work of a high standard. It was also amazing to find an 

artisan that could tell the exact cost of repairing a cylinder, compared to the repair cost 

from Joy. 

Gloria moved over onto a full maintenance contract with Joy, with great success. 

Although at a very early stage, it was claimed that there was a major improvement in 

machine availability and the quality of work done by Joy. 

Mines realise that there must be advantages to have a good co-operation and working 

agreement with major suppliers, and that some have considered doing just that. 

4.14.13 Eliminating waste (treasure map) 
 

Kobayashi maintained, “All operations that do not add value are waste. A "treasure map" 

approach can make it enjoyable to hunt for waste. Only work that adds value to the 

product is productive work. No matter how difficult or tiring an activity, if it does not add 

value, it does not get paid for and is waste. Using a "treasure map" is an excellent way to 

help everyone understand what waste is and learn  how to identify operations that can be 

improved and set up a map-style chart indicating current conditions around the plant and 

improvement goals” (Kobayashi, 1994). 

Most mines visited made things seem so easy, and uncomplicated. Structures were flat, 

paperwork seemed to be non-existent and meetings in some cases limited to the 

minimum. In the section the miner could focus on mining coal, and did not have lists of 

reports that he had to complete. The impression one got was that every man focused on 

those aspects that added value, and that the other irrelevant issues were eliminated. 

The view on this can be mixed. On the one hand one can argue that this is the way things 

should be done, instead of creating and maintaining a bureaucratic system to keep all the 

irrelevant issues "alive". 
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4.14.14 Empowering workers to make improvements 
 

It is a basic principle that all improvements should be devised and implemented by 

employees themselves; improvements made by others are less likely to meet employee 

needs. This means that workers must be empowered to devise and implement their own 

custom made improvements (Kobayashi, 1994). 

Judging the extent of empowerment down to floor level is not easy. What was evident 

however, was the level of empowerment that took place higher up the hierarchy. 

It was evident on virtually all the mines that employees did what was expected of them. 

Reporting systems were such that the mine overseer would report directly to the mine 

manager in most cases.  

 

4.14.15 Skill, versatility and cross-training 
 

In many operations the unexpected absence of even one employee can cause line 

stoppages and other serious problems. The organisational changes required by the 20 

Keys approach require operations to be flexible. Flexibility is not possible without skill 

versatility - this means learning the skills of various different job classifications. A skill-

training program is needed to enable this. Employees should be rotated to different 

assignments that use different skills. Employees must have a good grasp of the needed 

skills before moving them into new positions (Kobayashi, 1994). 

Most of the mines visited made use of multi skilled operators. The number of employees 

involved in a production section was down to the minimum.  

To keep mining operations uninterrupted during periods of absenteeism, it becomes 

necessary to have multi skilled operators that can operate any equipment. This allows for 

budgeting for the minimum number of people in a section. 
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4.14.16 Production scheduling 
 

This is a management method for ensuring that goods and / or information are provided to 

customers on time. For this to be possible, each process should be responsible for 

delivering on time to the next process. Each process is also evaluated and scored on how 

much it contributes towards on-schedule delivery. This principle applies to administrative 

and staff processes as well (Kobayashi, 1994). 

The mines where the middle management was responsible for both the production and the 

services performed well on this issue. The planning and co-ordination of activities that 

affect the process in total could be done by the same person without going through a long 

route of requests. This person also knew that his failure to do one task would hamper his 

own operation later on. A typical example here is the preparation of an area before 

moving a section to it. 

4.14.17 Efficiency control 
 

Kobayashi (1995) argues “No matter how many interesting ideas are presented for 

improving operation productivity, employees are not likely to get behind any idea that 

does not support and recognise their own contributions” (Kobayashi, 1994). Operations 

need to develop efficiency control systems that are understood and supported by frontline 

workers as well as managers. Graphs that display efficiency changes will show everyone 

what the effect of their efficiency improvements are. High-motivation efficiency control 

must be carried out with careful consideration to supporting and rewarding each 

employee’s effort. Frontline employees need to see that their supervisors are concerned 

about making improvements. 

The standard of systems in place to improve efficiency at Sasol is strong. This was not 

noticeable everywhere. Notice boards that have to display improvement targets and actual 

improvements were in some case non-existent on other mines. This must result in 

workers not really knowing the current situation or where to go in future.  

A high regard for this aspect and an exceptional example was noticed at Debswana’s 

Marupule Colliery in Botswana. 
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4.14.18 Using information systems 
 

The range of microprocessor applications continues to widen as new sensor and image-

processing technologies are applied in production equipment. Most manufacturing 

companies are already using various types of equipment in office automation (OA) and 

factory automation (FA) applications. More ambitious companies use point of production 

(POP) information management, computer integrated manufacturing (CIM), and strategic 

information system (SIS) technologies to co-ordinate and integrate information 

processing and management throughout the operation, company, or regional group of 

companies (Kobayashi, 1994). 

To make any manufacturing system work, you need not only good computers but good 

employees who can adapt to changes. This human factor tends to be the biggest 

bottleneck when developing a CIM system or something similar. 

The mines visited performed at an average level on this aspect. Computer technology was 

used to control mine infrastructure from control rooms, a very standard practice on all 

mines. 

At Khutala the ABM30 sections and machines were monitored in detail from surface. 

One could see any action the machine performed together with data on machine status on 

the surface computer. Information technology was used to keep track of lamp issuing and 

time control for every person on the mine. 

Systems were however uncomplicated on most mines, but still effective. As one mine 

overseer stated: ‘you can throw your section miner under a lot of reports that he must 

complete, and he will just neglect doing something - it may just be the production of 

coal’. 

4.14.19 Conserving energy and materials 
 

People often fail to recognise the many energy-saving opportunities that surround them. 

Companies should enlist company-wide employee co-operation in making incremental 

improvements in energy and material conservation. A first step is to quantify and report 

costs to emphasise the importance of conservation. 
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Once the company has launched an energy / materials conservation campaign, 

improvement teams can focus their activities on this theme by making energy or material 

- saving improvements. Improvements made by the team can then be expanded as 

concrete conservation measures for the entire operation (Kobayashi, 1994). 

No evidence on this aspect was observed other than reported power factor correction 

installations. With the current Eskom crisis this is very important and has impacted on 

southern African mines and will continue to do so in future. 

 Power costs are also set to inflate at rates of 30% p.a. in the intermediate term. Mines and 

companies are forced in certain instances to generate their own power. This is common in 

Australia where methane is routed to gas turbines for this purpose. 

 

4.14.20 Leading technology and site technology 
 

Kobayashi (1995) “It is the set of skills, knowledge, and devices that the people in the 

company acquire as they develop their processes. It is an intangible asset that does not 

necessarily increase when new equipment is introduced. Rather, it is what enables a 

company to function strategically and ensures competitiveness by making best use of new 

equipment in a short time” (Kobayashi, 1994).  

Site technology rests with the people who developed it. Therefore it is also important to 

have a system for transferring site technology to newer workers while encouraging each 

new generation of workers to add its own improvements. 

Technology observed was similar on most mines. In this regard one thinks of the stable 

workforce as found at most mines e.g. Khutala and Matla. These crews have been 

working together for a long time and have developed systems and informal methods to 

achieve results. This is the case for mines like Middelbult and Brandspruit too. The 

results of these mines show that the culture that has been established over years play an 

important role in entrenching those practices that enable superior performance. 

The 20 keys and the previously discussed SOPs and continuous improvement control 

criteria of QCDSM are not exhaustive in critical soft issues but need to be used in 

conjunction with other issues which follow. 
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4.15 Systems Thinking 

4.15.1 Value chain analysis 
 

Michael Porter (Jackson, 2004) introduced a generic value chain model that comprises a 

sequence of activities found to be common to a wide range of firms. Porter identified 

primary and support activities as shown in the following diagram: 

 

 

Figure 4-1 Michael Porter’s Value Chain System (after Jackson, 2004)  

This is an approach to analysis. It is a modern scientific approach proposed by Michael C 

Jackson in his work on Systems Thinking. This applies systems approaches to 

management problems and classifies alternative holistic perspectives in combination 

(Jackson, 2004).  

“The Systems approach should result in  

5) Improving goal seeking and viability. 

6) Exploring purposes. 

7) Ensuring fairness. 

8) Promoting diversity. 

These approaches involve: 

11) Hard systems thinking. 

12) System dynamics (the 5th Discipline). 

13) Organisational Cybernetics. 

14) Complexity theory. 

15) Strategic assumption surfacing and testing (killer assumptions). 

16) Interactive planning. 

17) Soft systems methodology. 
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18) Critical system heuristics. 

19) Team Syntegrity.  

20) Post-modern systems thinking” (Jackson, 2004). 

 

4.16 Conclusion 
 

1) All mines will find the necessity to measure availability and utilisation of mining 

plant and systems.  These controls will require the accounting of minutes in the 

production process e.g., targeting cutting times of 280 or 350 minutes per shift in 

the 8 hour or 9 hour shift time available. This will not be achieved if the ‘soft 

issues’ of Systems Thinking are not implemented. 

2) SOPs dealing with QCDSM, quality, costs, delivery, safety and morale are 

paramount in ensuring objectives are met. The mine must produce procedures to 

enable: 

1. Get to the working place quickly. 

2. Inspections done quickly. 

3. Leave section in good condition at the end of a shift. 

4. Reduce cable handling time. 

5. Minimise tramming and manoeuvring. 

6. Maintain a fast cutting cycle. 

7. Change picks quickly. 

8. Prevent shuttle car cable damages. 

9. Decrease shuttle car change out times. 

10. Support roof safely. 

11. Extend infrastructure every two pillars. 

12. Do as much as possible during the off shift. 

13. Apply effective and communicated Standard Operating Procedures. 

14. Apply the Kobayashi 20 Keys 

 

3) The Kobayashi 20 Keys are:  

 

1. Cleaning and organising. 

2. Rationalising the system management of objectives. 



Employee participation in the wealth of mining companies an ESOPS focus. 
AW Dougall       MBA. Dissertation      Prof. J Lurie 

 

4-22 
2004 University of Wales 

All rights reserved 

 

3. Continuous Improvement team activities. 

4. Reducing inventory and shortening lead time. 

5. Quick changeover technology. 

6. Manufacturing value analysis (methods improvement). 

7. Zero monitor manufacturing / production. 

8. Coupled manufacturing / production. 

9. Maintaining machines and equipment. 

10. Time control and commitment. 

11. Quality assurance system. 

12. Developing your suppliers. 

13. Eliminating waste (treasure map). 

14. Empowering workers to make improvements. 

15. Skill, versatility and cross-training. 

16. Production scheduling. 

17. Efficiency control. 

18. Using information systems. 

19. Conserving energy and materials. 

20. Leading technology and site technology. 

 

4) These are referred to as soft systems thinking as the concepts are not always 

tangible and are implemented cognitively. 

5) More work needs to be done to promote understanding and quantifying the 

impact of these issues on production. 

A section of the work looked at the performance of underground coal mining sections to 

determine some of the factors which promote productivity on South African Mines. Three 

parameters are proven to contribute through this exercise: 

1. Continuous improvement team activities,  

2. Skill, versatility and cross training, and 

3. Empowering workers to make improvements 
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5 EMPLOYEE SHARE OWNERSHIP SCHEMES, 
OR SIMILAR SCHEMES IN TWO FIRST 
WORLD COUNTRIES. 

 

5.1 United States 
 

Being a relatively new concept in South Africa, the empirical evidence of the E.S.O.P.S. 

culture in R.S.A is very limited.  It is for this reason, that the following literature survey 

has been done primarily on literature from the U.S and U.K., where possible, reference to 

the South African situation will be mentioned. 

 

5.1.1 Employee share ownership participation schemes 
 

Employee share ownership plans is not a new and innovative concept.  The concept of 

share ownership by employees has been around in one form or another for the past 

century. 

 

It is only since the taxation laws in the U.S., were amended in 1974, to encourage 

employers to set up these schemes that the concept really gained momentum.  

 

The number of companies who adopted the schemes can, best be seen by the tremendous 

growth in the E.S.O.P.S.  In 1987, nineteen percent of the top one hundred companies, 

had share schemes, whereby employees possess more than ten percent of their company 

stock.  Furthermore, by 1987 it was reported in the U.S., that:  

“approximately 7,000 organisations employing ten million workers, have made use of 

some form of share scheme.  Forecasters have predicted that by the year 2000, twenty 

five percent of all American employees will own shares in their respective companies” .  

(Financial Mail, 11 December 1987). 

 

Louis Kelso an attorney and Senator Russel Long initiated the resurgence of the concept 

of E.S.O.P.S., in various books.  Their argument was based upon their strong belief in 

capitalism; saying that too few Americans were sharing the benefits of wealth creation.  

What they sought was a broadening in the ownership of capital.  As a result of their 
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persistent lobbying, changes to the taxation laws which now favoured employee share 

ownership was passed and the E.S.O.P.S. culture gained momentum. 

 

E.S.O.P.S. in the U.S. were thus primarily introduced to encourage employees to acquire 

shares in the company’s for which they work, as an incentive, and secondly, as a source 

of income on retirement. 

 

“Thus employees benefit in two primary ways.  Firstly, they now have an opportunity to 

share in their company’s growth and secondly, to reap the benefits in the form of a 

retirement fund account that is accumulated on a tax-deferred basis. 

 

Employers on the other hand, gain by way of capital benefits and increased worker 

morale, and hence productivity” (Rossenberg and Rotstein, 1980). 

 

Definition 

 

An E.S.O.P.S. is similar to a profit sharing or pension plan.  There are however, two 

fundamental differences from these two traditional plans: 

1. Firstly, it invests only in the equity of the employer, and 

2. Secondly, the E.S.O.P.S. provides the organisation with a corporate 

finance tool, through an increased ability to borrow. 

 

Functioning 

 

The E.S.O.P.S. borrows money from a banking institution and then uses the loan to 

purchase equity from a shareholder who wishes to dispose of his or her shares.  The 

company usually makes annual payments to the E.S.O.P.S. Trust.  The E.S.O.P.S. then 

uses these funds to pay off the yearly payments, including interest, of the loan.  The 

Company’s contribution to the E.S.O.P.S. is a tax-deductible expense.  This provides a 

company who has an E.S.O.P.S. with a financial advantage, in the form of cheaper 

borrowing. 
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The bank usually holds the block of shares purchased by the E.S.O.P.S. as collateral.  The 

shares are paid into the accounts of the employees as the debts of the E.S.O.P.S., are paid 

each year. 

 

Allocation of shares varies from Company to Company, but there are several common 

criteria, which are used in the allocation process.  These include the number of years 

service, the employee’s salary as the percentage of the total salary bill paid to all workers, 

and seniority. 

 

The shares are not however, automatically available to the individual employees.  

E.S.O.P.S. vesting schedules in the U.S. are similar to those used in other employee 

benefit plans.  A vesting period is one of the terms of the E.S.O.P.S. which states that the 

employee may not take possession of the equity for three, five or even ten years.  If for 

example, an employee should resign, from his job prior to the completion of the vesting 

period, then those shares which are not yet vested, will usually be proportionately 

distributed to the equity account of his fellow employees. 

When an employee becomes fully vested he is entitled to the equity, which is held, in his 

account.  This is also true if the employee retires or passes away.  When the fully vested 

employee receives his shares, he is taxed not on the value at the time he receives them, 

but rather on the value at the time, which the E.S.O.P.S., purchased them, as per U.S., tax 

legislation. 

 

Legislation 

 

The Deficit Reduction Act of 1984 provided closely held companies with substantial 

benefits on establishing an E.S.O.P.S.  A provision of this Act provides that if a business 

owner sells his stock to an E.S.O.P.S. and if the E.S.O.P.S. holds at least thirty percent of 

the equity, the shareholder can then role over the capital gains tax, which is then normally 

payable on such a sale. To take advantage of this generous roll over, the shareholder must 

invest the proceeds in securities of any other domestic corporate within a period of three 

months prior to the sale and a period of twelve months after the sale takes place. 

 

This provision is expected to encourage the owners of many closely held businesses to 

establish an E.S.O.P.S. for the purpose of selling out or retiring.  This is particularly 

pertinent to the case when a retiring owner is the major shareholder, in that unlike the 
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share option scheme an E.S.O.P.S. can be the ideal purchaser if the retiring owner wants 

to sell and the company wants to retain control in friendly hands. 

 

If a private company wants to provide an incentive to staff the E.S.O.P.S. offers 

marketability of the shares by buying them from departing employees and distributing 

them to freshly recruited employees. 

 

A second provision of this Act was that any financial institution that provided loan 

facilities and hence lent money to an E.S.O.P.S. could eliminate fifty percent of their 

interest income received on loan from its gross taxable income.  This provision has a two-

fold benefit.  The first being that more financial institutions will make loan facilities 

available to E.S.O.P.S. and secondly, it prepares the way for lower interest costs on 

E.S.O.P.S. transactions. 

 

A third provision of the Act allows corporations that pay dividends on E.S.O.P.S. shares, 

to deduct the dividend paid from their taxable income, if the E.S.O.P.S. passes through 

the dividend to the E.S.O.P.S. participants.  Thus the workers receive an immediate return 

from an E.S.O.P.S. 

 

Finally, E.S.O.P.S. in the U.S. is being used as a defense against hostile take-over bids.  

This takes the form of the company issuing shares to its employees, through the 

E.S.O.P.S. which reduces the company’s tax bill, this then serves as a defensive barrier 

against the potential threat of a hostile take-over bid by any other company.  The market 

for corporate control acts as a defensive device against lazy and opportunistic mangers.  If 

the E.S.O.P.S. protects these inefficient managers, then the shareholders loose out. 

 

The E.S.O.P.S. reduces the cost of the company’s pension contributions, which do not 

receive as favourable tax concessions as the E.S.O.P.S. receives.  At the same time the 

organisation is achieving its major objective and that is “to improve its productivity so as 

to regain its competitiveness in the world markets”.  (Business Week, 15 May1989). 

Solving the current problems that the U.S. business is now facing especially from 

competitive markets in the Far East. 
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5.2 United Kingdom 
 

5.2.1 Similar schemes in the U.K. 
 

Profit sharing and other forms of share incentive schemes in the U.K., such as E.S.O.P.S. 

have been around since the latter part of the nineteenth century. 

 

Due to various circumstances, such as recession in the 1930’s, their popularity waned and 

became dormant until the early 1970’s.  Up until 1978, most profit sharing schemes in the 

U.K., that were open to employees were cash based.  Generally those share-based 

schemes were restricted to executives only. 

 

In 1978 the Finance Act with Approved Profit Sharing was enacted.  This now allowed 

the allotment of shares to employees at no cost.  If the firm applied to the Department of 

Inland Revenue, and the application was approved, then the company would set up a trust 

fund, and make annual payments to it.  The board of trustees then uses these funds to 

purchase shares in the company.  The shares are allotted to the participating employee’s 

accounts and then vested for a specific number of years. 

 

The eligibility of employees to the scheme is based on the following criteria.  The scheme 

must:  

 

1. Firstly, be open to all full-time employees who have been in the 

company’s record books for a minimum of five years, and 

2. Secondly, there must be an equal opportunity for employees to participate 

in the share incentive scheme. 

 

Margaret Thatcher’s election as British Prime Minister led to a strategy of Thatcherism.  

The E.S.O.P.S. concept has been labelled a cornerstone of that strategy.  There has not 

been a significant change in this policy by either John Major or Tony Blair. 

 

In February 1989, the U.K., government announced that: 
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“The E.S.O.P.S. will be the main method in the 1990’s of involving employees as 

shareholders in the company which employs them”, (Finance Week, 2-9 March 1989); 

which further reiterates the overwhelming support which the British government gave to 

the E.S.O.P.S. or to schemes of a similar nature.  

 

Given the generous tax concessions in the U.K. which encourage the use of an E.S.O.P.S. 

the U.K. Chancellor, Nigel Lawson noted that the number of organisations from small to 

largest, which had an E.S.O.P.S. or a scheme of similar nature in 1985, was only thirty. 

Only one thousand six hundred employees were involved in such schemes.  This number 

had increased dramatically, and by 1989, there were one thousand six hundred 

organisations using an E.S.O.P.S. or a scheme of a similar nature, and 1,75 million 

employees participating in the schemes. 

 

The British Legislature took numerous steps since 1985, so as to further encourage 

private sector firms to make use of an E.S.O.P.S.  These included the following: 

1. Increasing the annual limit on the value of the shares, which an employee 

can be given under an E.S.O.P.S. 

2. Raising the monthly limit on contributions to the E.S.O.P.S. and 

3. Doubled the maximum discount from the market value at which the 

options can be granted. 

4. Lawson further went on to stipulate that a company’s contribution to the 

E.S.O.P.S. are tax deductible, provided that the employees receive direct 

ownership in the shares within a reasonable time span. 

 

An interesting point with regards to trade unions in the U.K., is that in 1984, forty unions 

representing two-thirds of all those in the U.K., established a bank called the Unity Trust.  

The sole objective of the bank is to take advantage of the worker share ownership 

phenomenon, by providing the necessary financial help to employees who wanted to 

purchase shares via the scheme, but did not have the necessary resources to finance the 

share purchase.  This move by the unions was undertaken after the unions realised the 

potential benefits that would accrue to the employees from participating in the share 

scheme  (Profit Related Pay, Employment Gazette, Sept 1987). 

 

This is perhaps an option, which the trade unions in South Africa should seriously 

consider. Some evidence of movement in this direction by actions of the Nehawu 
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Investment Company, which is the investment arm of the National Education, Health and 

Allied Workers Union is noted, (M Creamer, Delayed New Coal in action this year, 

Mining Weekly, Volume 6, No 34, September 2000).  

 

E.S.O.P.S. in the U.S. and the U.K. are growing yearly.  It is encouraging to see the 

commitment that various interest groups, especially the various governments, are giving 

to the E.S.O.P.S. concept. 
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6 CRITICAL FACTORS IN THE 
IMPLEMENTATION OF SHARE SCHEMES. 

 

6.1 General 
 

The gap between Capital and Labour in South Africa does very little to foster the 

relationship between the owners of the capital and their agents (management) on the one 

side of the coin; and the providers of labour, which constitutes approximately 85% of the 

predominantly black, labour - intensive work force, on the reverse side of the coin. 

(Business Day, 28 June1989). 

 

There exist numerous other inequalities within the South African political system, which 

cascade down into the social and economical framework in which the organisation 

operates.  This phenomenon further hinders any prospects that would bridge the gap 

between capital and labour and in more crude terms, between whites, the owners of 

capital and blacks, the providers of labour. 

 

“ Given the attitude of so many black workers which equates capitalism, with Apartheid, 

it (E.S.O.P.S.) offers a direct means of narrowing the great divide between white 

employers and black workers, (not withstanding any Employment Equity Legislation) to 

become less polarised”. (Finance Week, 24-30 June1987). 

 

Government initiatives, vis-à-vis the Employment Equity Act, the Skills Development 

Bill, the Labour Relations Act, the SAQA Act, and the Basic Conditions of Employment 

Act, has attempted to bridge this divide. The tendency to privatisation of para-statals such 

as Sasol, Iscor and Escom, have also contributed to greater efficiency. 

 

Parallel to these Government initiatives several private sector organisations have 

embarked upon strategies, which will hopefully result in the narrowing of the gap 

between the owners of capital (management) and the providers of labour (mainly blacks, 

this will rapidly change with transformation). 
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“ The future will remain bleak for business as long as the two parties (management and 

labour) continue to view each other as enemies and management refuses to open up lines 

of communication. “  (Cosmopolitan, September1989). 

 

We notice however that new Acts, such as the Mine Health and Safety Act, ensure a 

tripartite communication process, making negotiation, between Management, Trade 

Unions and the State, as stakeholders, obligatory.  

 

One such strategy has been the implementation of an Employee Share Ownership 

Participation Scheme or a scheme of similar nature.  This is in line with the trend set in 

both the United States and the United Kingdom and other capitalistic countries. 

 

Previous research in the United States and the United Kingdom and more recently in 

South Africa, have identified several key factors which are crucial to whether the 

E.S.O.P.S. would have successful strategy or not. 

 

These factors will be discussed at some length in the pages that follow. The author also 

set up an employee attitude survey on a few of these factors in order to gauge these 

factors. 

 

6.2 Company Philosophy 
 

Given the South African scenario which is made of diverse values, ideologies and 

perceptions, and the fact that the majority of an individual employees time is consumed at 

his workplace, it is vital that any organisation which intends utilising an E.S.O.P.S. or a 

scheme of a similar nature through an ongoing process of communication, establishes an 

environment in which all individual employees participate in the design of the company 

philosophy (corporate culture) and hence work towards a common goal.   

 

Senator Russel Long also supported this notion when he went on to say: 

“ The E.S.O.P.S. is believed to operate by creating a common interest (goal) with the 

employer to the advantage of both” (Long, 1978) 
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Or, as the behavioral scientists such as McGregor 1960, Lickert 1961 and Argyris 1964, 

stressed the importance of aligning the needs and goals of employees with those of the 

organisation, thus resulting in effective organisational performance. (Cowley 1988) 

 

Any organisation or association of people is made up of a number of individuals.  Each 

individual has his or her set of values, beliefs, ideology, perception or goals.  It is 

therefore essential that we determine the common goals, values, beliefs, perceptions and 

ideologies, in order to enable the organisation or association of individuals to harness the 

energies of all the individuals and in so doing create a synergistic organisation.   Thus 

aligning management’s and individual goals and values with those of the organisation. 

 

Once the common values and goals are internalised and effectively communicated (an 

ongoing process), the foundations are laid for whatever strategy that follows, as in this 

case, the implementation of an E.S.O.P.S. or scheme of a similar nature. 

 

It is from within this framework that several strategists including Albert Koopman in, the 

Corporate Crusaders, (Koopman et al, 1988) and the author believe that an E.S.O.P.S. or 

a scheme of similar nature will prosper, as opposed to a situation in which no formal or 

informal foundations are laid. 

6.3 Participative Management 
 

Employee participation can be defined as a: 

“Philosophy or style of organisational management which recognises both the right of 

employees, individual or collectively, to be involved with management in the areas of the 

organisation’s decision-making beyond that normally covered by collective bargaining”. 

(M. Salamon, The Star, 28 November,1987).  Salamon was the chief executive of 

Transnatal Coal. 

 

This implies that the process of employee participation is aimed at a wider range of 

issues, at all levels of the hierarchy within a particular organisation, which extends 

beyond the wage/collective bargaining norm. 
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This philosophy – employee participation – is therefore viewed as a process, which is 

complimentary to the industrial relations collective bargaining process.  Cowley (1988) 

further reiterates this statement: 

“Employee share ownership should never be seen as a tool to undermine the power of the 

trade union or as a substitute for collective bargaining”. 

 

In the early 1970’s, the western world experienced a period of social change, which was 

categorised into the following: 

1. Economic prosperity with stable and secure employment; 

2. Increased knowledge and awareness derived from education and the mass 

media; and 

3. The preparedness to question established values, attitudes and 

institutions. 

 

Given this state of affairs, employee participation in the workplace increased by a large 

extent. 

 

South Africa although slightly slower on the take-off did not escape this period of 

renaissance and proceeded on its path of change and transformation. 

 

A transition to participative management is evident.  The concept of a workplace 

democracy is widely professed.  

 

“Participation management should be instituted in a company as a pragmatic philosophy 

which forms a bridge between the dichotomy of management and labour” (Cowley, 

1988). 

 

Jazz Stores, implemented a share incentive scheme when the company listed on the J.S.E. 

in 1985.  Every employee who had been with the company for longer than one year was 

given shares.  The then managing director, Mark Lamberti cautioned that: 

 

“Profit sharing without power sharing is paternalism, which is in direct contradiction to 

the laws of the free market. Power sharing without profit sharing is exploitation”. 
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In the paper that he delivered to the Institute of Personnel Managers, in October 1989, he 

went on to say: 

“In actually devising the mechanism for participation for profits or share schemes and 

power, we should consult with and involve staff as well as other interested parties….  

Programs which are thrust on people without their prior input have little chance of 

success” 

 

Robert Gishen in his study, on employee empowerment, conducted during 1990 

concludes: 

“The majority of organisations in South Africa who have made use of an E.S.O.P.S. or 

scheme of similar nature, have not involved employee participation in the design of their 

schemes, and this is probably the main reason as to why schemes have run into 

difficulty”. (Gishen R, E.S.O.P.S’ a closer look at smaller companies, 1990) 

 

The emergence of participative management forms stems from the ideas generated by 

behavioral scientists such as Maslow, McGregor and Hertzberg as quoted by Gishen 

(1990) and discussed in Druker (1961). 

 

Herzberg for example identified several aspects of an individual’s job, which provided 

satisfaction to the individual, these included personal achievement, recognition, 

responsibility and growth. 

 

McGregor on the other hand developed the notion that management viewed its employees 

as being essentially lazy and disinterested, who must be directed and controlled, and is 

only motivated by monetary incentives.  This is what he termed Theory X.  His second 

notion, Theory Y, which is becoming more applicable in South Africa is, that man 

whishes to obtain satisfaction and achievement from his work and is therefore capable of 

assuming responsibility and generating self-motivation and control as viewed by 

management. 

 

Employee participation, management philosophy and the company’s corporate culture are 

all intertwined with one another and linked with the fourth element, ‘the golden thread’ – 

communication.  

 

Maslow in Druker (1961) after work on his ‘hierarchy of needs’, stipulated: 
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“Evidence suggests that the more opportunities the individual employee has to participate 

(especially at his work station), the greater the probability of his needs being satisfied “. 

(Maslow, 1962). 

 

Once these intrinsic needs have been met, it has been argued: 

 

“The individual is more likely to be receptive to the ESOP, and hence the resulting 

benefits which will accrue to both the employee and the organisation. 

  

Further, the increased degree of participation by the employee gives him more autonomy, 

and an obvious benefit here is that of an increased desire to be more productive, efficient 

and thus perhaps with the spin-offs of more innovations and idea generation”.(Koopman 

et al,1988). 

 

Employee participation has been used in most successful E.S.O.P.S. in conjunction with a 

wide variety of other forms of participative management philosophies, especially in the 

form of quality circles, open-door policies and management labour consultation groups.  

The fundamental objective being, to increase the workers job satisfaction and 

organisational commitment, while maintaining or enhancing employee productivity. 

 

A study conducted by Rosen, Klein and Young (1986), showed a high degree of 

correlation between the success of an E.S.O.P.S. and a participative management 

philosophy.  Implying that other methods should be simultaneously implemented, if not 

already accepted in the organisation. 

 

It is clear from the foregoing discussion that any organisation in South Africa that intends 

to implement an E.S.O.P.S. or scheme of similar nature, must first create an environment, 

which is conducive to allow the introduction of the scheme.  
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6.4 Need for Extensive Communication  
 

If Employee Share Ownership Participation Schemes or schemes of similar nature are to a 

substantial extent about the transmission of attitudes, beliefs and values to employees, 

then it is evident that communications form an essential part of the process. 

 

Good and effective communication can best be summed up by the quote: 

“Good communication is stimulating as black coffee and just as hard to sleep after” 

(Linderbergh, 1955).  

 

Due to the complexity of employee share schemes, there may be considerable barriers of 

understanding that have to be overcome before the share scheme can have an impact on 

employees.  This is especially important in South Africa, due to the fact that only a small 

proportion of black employees has had any formal education, especially with regard to 

how the organisation operates. 

 

Evidence, as well as the author’s own findings further substantiates the importance of an 

extensive communication program with the use of an E.S.O.P.S. 

 

The more the company did to explain how the E.S.O.P.S. worked, the more motivated the 

employees were about ownership.  Clearly employees would not respond to ownership if 

they did not understand it. 

 

“Companies that make the most effort to communicate how their plans work have more 

committed, motivated and satisfied employees” (Finance Week, 10 -16 August1989).  

 

The majority of the companies that the author had discussions with were highly aware of 

the communication problems that they were facing.  Issues highlighted by Severin Mining 

were:  

1. The underlying cause of this communicative problem was the fact that, 

due to the limited education their employees had had, the comprehension 

of the scheme was difficult. 

2. The language problem also exists.  The use of an external communicator 

is an alternative as was practiced by Severin Mining.  The company 
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employed a translator, Moses Laacha, who explained the working of the 

scheme to the workers. 

3. To some extent the employees perceived the scheme to be a co-optive 

bribe.  

4. Respective unions put forward negative attitudes toward the scheme. 

5. The more centralised the firm was the more effective the communication 

program tends to be.  

 

These negative views of the share schemes that are held by both, individual employees 

and respective unions, can be overcome, as Mrs. Franka Severin, a director of Severin 

Mining stated in an interview with the researcher: 

“The negative attitudes of unions to the scheme had increased black workers suspicions 

of the scheme, but through a good communication plan and patient education, the workers 

at Severin had come to accept the schemes and feel more involved in the company”. 

 

Severin Mining operated a mining authorisation on Rand Leases ‘Vogelstruisfontein’ 

Gold Mine and Eersteling Gold Mine, both who due to liquidation motions instigated by 

Standard Merchant Bank were wound up and sold.  This was during the Gold Price crisis 

and the depletion of high-grade reserves on the two very old mining operations.  There is 

no co-relation with employee motivation, it was chiefly due to a external environmental 

factor. 

 

“Education and continuing communications on matters economic is the essence of 

success and acceptance by employees” (Cowley, 1988).   

 

Leon Louw warned, “that schemes which are complicated were likely to fail, and the 

whole process had to be accompanied by extensive education and communication” (Star, 

17 July 1988). 

 

This further reiterates the importance of good communication and education, which must 

be an ongoing process within the organisation. 

 

 

 

  



Employee participation in the wealth of mining companies an ESOPS focus. 
AW Dougall       MBA. Dissertation      Prof. J Lurie 

 

6-9 
2004 University of Wales 

All rights reserved 

 

6.5 Management Commitment 
 

Management Philosophy plays an integral part in a firm, which utilises an E.S.O.P.S.  

Evidence from the United States suggest that companies are to a large extent making use 

of an E.S.O.P.S., primarily for the numerous tax benefits vis-à-vis:  

1. Rollover Capital Gains tax relief. 

2. Tax relief on interest paid. 

3. Repayment of Principle exempted from tax. 

4. Double taxation of dividends removed. 

5. Exemption on interest earned by the E.S.O.P.S. lender. In order to gain 

some financial planning edge. 

 

In South Africa, tax legislation does not give South African companies such tax 

advantage. 

 

By interview of various financial directors and from company prospectuses, on the issue 

of share schemes, the general theme as to what the management’s philosophy was, with 

regard to the E.S.O.P.S. was that they intended to encompass all internal stakeholders 

(including the lowest paid worker) into the ‘profit sharing’ of the company, (i.e. an 

incentive).  Generally, this was in the form of shares and not as a cash bonus.  A spin-off 

of their objectives was to expose employees to a new avenue of financial investment and 

savings viz. the J.S.E. over and above normal remuneration. 

 

It was also found that the more dedicated the management was to the E.S.O.P.S. concept 

the more likely the employees were to purchase shares and feel part of the organisation 

(Rosen, Klein and Young, 1986). 

 

As one employee put it: 

“I saw my boss buying company shares so I thought it was a good investment so I 

purchased” (Finance Week, 11December1987). 

 

Kenny G.A. (The Star, 28 October1988), in his article, A company owned by employees 

put it this way: 
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“Management commitment to the share scheme tended to increase the workers 

identification with the company and as a result responded to the share option offer more 

readily than not”. 

 

It can be asserted from the aforesaid that management’s philosophy and commitment to 

the plan goes hand in hand with the organisation’s corporate culture. 

 

6.6 Share Allocation 
 

Research in the United States and Britain shows that there have been no limits in both 

private and public companies as to the amount of shares that have been allocated to the 

share scheme, or the trust that holds the shares. 

 

Some companies, largely private ones, have gone as far as to allocate more than fifty 

percent of authorised equity to the E.S.O.P.S. thus giving employees potential control and 

ownership of the companies. 

 

The author of this dissertation was surprised to find that of those S.A. companies which 

have an E.S.O.P.S. or similar scheme, the average amount of shares allocated was a mere 

7 percent. 

 

Further research is recommended in order to determine what the effects would be if this 

percentage was increased to a more substantial figure, in order to make the incentive 

more lucrative.  It must be noted however that the Johannesburg Stock Exchange Act 

limits the number of shares that may be allocated by a company to a share trust at 10 

percent. 

 

6.7 Performance 
 

The performance of the company’s stock was to a large extent a determinant of the 

number of employees who participated in the E.S.O.P.S. 
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Due to the nature of this dissertation reference is made to mines. 

 

The exercise price of the option to purchase shares through the share trust was 50 cents. If 

the share market price happens to be below the option to purchase price, then this would 

have a demoralising effect on the employee.  This is illustrated by the small company, 

Jasco, as interviewed by R Gishen (1990).  Jasco had 65% of the issued capital in the 

hands of only 8 investors and therefore the company’s shares were thinly traded on the 

stock exchange.  The market price was trading at around 45 cents towards the latter end 

of 1989 financial year; hence not many eligible employees in the share scheme had 

exercised their options to purchase via the trust.  Only one out of 280 employees had 

exercised their option.  

   

The timing of the introduction of an E.S.O.P.S. or similar scheme into an organisation can 

also be crucial to the success or failure of the scheme.   

 

Tony Norton , chairman of the J.S.E. commented after the crash in October 1987: 

“Any scheme started in the next few months will begin from a more realistic base.  A 

corrected market is a much safer one and the company is still the same.  The greatest 

worry about such schemes has been an overheated market, so the current situation makes 

the motivation and the launching more reasonable” (Finance Week, 23-29 March 1987). 

  

In Africa, it is reported that many organisations are faced with poor worker commitment 

and low productivity levels and hence they are not competitive in the global village.  

Current thinking thus demonstrates the importance of developing African management 

models in order to address the problems facing organisations in Africa (Mbuya, 2002).  

 

6.8 Black Empowerment 
    

 Eyesizwe advisor Sipho Nkosi states referring to the New Coal in Mining Weekly, 

September 2000: 

“ along with our desire to grow in business, we will offer employment opportunities and 

employee incentives to stay in business, which will include share options”.   
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This will win over the confidence of the work force as it is true transformation and a do 

away with erroneous perceptions that Capitalism is closely associated with Apartheid, 

which is now dead and buried.  

Realising the uniqueness of their local business-sphere in terms of diversity and dynamic 

complexity, Africans are looking beyond the managerial “quick fixes” and trends, and are 

developing appropriate leadership and management technologies for the African people 

(Mbuya, 2002). 
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7 CURRENT AFFAIRS IN SOUTH AFRICA 
 

7.1 Pitfalls 
  

The number of companies that are beginning to understand the advantages of, and thus 

adopting an E.S.O.P.S. or scheme of similar nature in South Africa, can best be seen by 

the growing popularity of these schemes in organisations across a wide spectrum of 

industries listed on the Johannesburg Stock Exchange. 

 

Judy Maller of the Labour and Economic Research Centre (LERC) claimed that: 

“The number of South African companies with participation schemes is estimated 

conservatively at 120”. (Sunday Times, 17 July 1988). 

 

There has been no significant increase as based on figures supplied by Mattison and 

Hollidge stockbrokers in an unpublished report. 

 

This growth trend, in the use of an E.S.O.P.S. is in line with the trends set in the United 

States and the United Kingdom regarding such schemes. 

 

The number of responses that the Business Policy Research Group (BPRG) had received 

in response to a letter sent to all listed companies can reinforce the claim by Maller. 

 

7.1.1 Eligibility 
 

In the overwhelming response received by the BPRG from companies, it was found that 

many of the schemes were aimed at the executive band only. 

 

It has been argued, that given the Governments relatively positive initiatives towards a 

depolarised and thus private economy: 

 

“E.S.O.P.S. or schemes of similar nature would make a positive contribution towards 

promoting a vibrant economy” (Central Economic Advisory Services Report, 1988). 
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The Central Economic Advisory Services goes on to recommend that the official attitude 

be that the: 

“Issue of E.S.O.P.S. or schemes of similar nature, was best left to the direct beneficiaries 

of the scheme, namely the employer and the employee and (possibly the various trade 

unions), to negotiate the scheme in the normal process of collective bargaining”. 

 

7.1.2 Tax 
 

The author of this dissertation concurs with Gishen, and strongly recommends that the 

legislature seriously consider changing the tax legislation so as to provide generous tax 

concessions to those organisations that have, or in future, intend to make use of an 

E.S.O.P.S. or scheme of a similar nature.  This was the case in the United States and also 

in the United Kingdom. 

 

Tax legislation under the present Income Tax Act of 1986, in South Africa, has done 

nothing thus far so as to encourage the use of an E.S.O.P.S. or scheme of similar nature.  

This is in stark contrast to the concessionaire tax that has encouraged the growth and 

tremendous interest in the United States and also in the United Kingdom. 

 

Section 11(a) of the 1986 Income Tax Act of South Africa states that: 

“A company which pays a subsidy into a trust Fund, or which sets aside part of its profits 

in any year for payment to the Trustees of the Trust Fund, is not eligible to claim a tax 

deduction under the general formula, section 11(a) of the act or under the special 

deduction provision of section 11” 

 

Unlike the concessionaire tax schemes in the U.S. and the U.K. E.S.O.P.S. or schemes of 

a similar nature, in South Africa are not tax effective from the employers point of view, 

as the benefits given to the employee are not tax deductible, while the benefit given to the 

employee is taxable. 

 

Graham Drinkwater, manager of First National Merchant Bank said that: 

“A scheme which could satisfy both the objective of capital building as well as tax 

efficiency would be one in which a bonus to the value of the difference between the 

option price and the price at a given date, be paid to employees”. 
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7.1.3  Privatisation 
 

As privatisation gets underway, the involvement of employees as shareholders can 

popularise the process of privatisation to a greater extent than any number of public 

relations exercises designed primarily to defuse public concern over the advantages of 

selling state assets. 

 

The New Coal deal consists  of Eskom-tied collieries Matla and Arnot underground, New 

Clydesdale operation, which exports 800 000 tons of coal a year, and Glisa Colliery.  

Included in the transaction is an 800 000 ton/year entitlement at Richards Bay coal 

terminal.  In addition it will acquire some of the 5 Billion tons of coal reserves which is 

equal to about 8% of South Africa’s coal reserves, formerly held by wholly owned 

subsidiaries of Gold fields of South Africa.  It is expected to have earnings before tax of 

about R 125 million and earnings after tax and capital expenditure of about R 75 million a 

year.  Coal sales are estimated at about 18 million tons a year of which ESCOM will take 

about 14 million.   

 

New Coal CEO, Rick Mohring comments that: 

“ New Coal will be the fourth-largest coal company in South Africa, the sale presents an 

opportunity for the new owners to have a stake in the industry, as well as providing the 

opportunity for a Black empowerment group to take up executive management 

positions”. (Mining Weekly, September 2000). 

     

7.1.4 Cash Benefit 
 

A criticism of the E.S.O.P.S. or scheme of similar nature is that the scheme does not 

provide an immediate tangible cash benefit to the participant in the scheme. 

 

Jay Naidoo, as General Secretary of COSATU went on record saying: 

“We’re struggling for a living wage, let alone buying shares…, and the most workers 

cannot afford to buy shares, and if they could or did they would have to wait out the 

vesting or holding period, which ranges from three to ten years, before they would be able 

to cash in their share certificates for cash, the tangible benefit” (Cowley, 1988). 
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7.1.5 Quantity 
 

Judy Maller of LERC, regards the number of shares allocated by companies to their 

employees via a trust or an option, to be one of the major stumbling blocks of the 

E.S.O.P.S. concept in South Africa to date (Maller J, Sunday Times, 17 July 1988). 

 

In a 1988 survey by Maller, the findings showed that on average, only 5% of equity was 

allocated to the employee via the share trust or the share option scheme.  Gishen 

corroborated these findings with research conducted during 1990.  The J.S.E. Act 

however limits the amount of equity that a company may allot to a share scheme of this 

nature. 

 

The unions and especially COSATU, state that the schemes do not facilitate any degree of 

worker control and influence over the policies of the organisation.  This may be due to the 

fact that so few shares are allotted via the share schemes. 

 

The chairman of the Presidential Task Force on Project Economic Justice in the United 

States: 

“Management is quite prepared to offer employees a small percentage of equity, but stops 

short of offering workers real participation and control in company matters” (Norman 

Kurtland, The Star 28 November1987). 

 

The Unions in South Africa should follow the example set in the United Kingdom when 

the Unions after seeing the benefits that employees could derive from taking up the offer 

to buy shares, established a bank fund which helped an employee to finance the purchase 

of shares, via the Trust or Option scheme. 

7.1.6 Price 
 

A major problem with the E.S.O.P.S. in South Africa as well as in the U.S. and U.K. has 

been the variability in the share price as traded on the stock exchange.  This can create an 

adverse employee reaction.  The reason for this is that the E.S.O.P.S. imposes an 

increased risk on the employee because he relies on the company for his wages and for 

part of his additional return (dividends and/or capital growth), over the long term.  It also 

reduces the employee’s diversification of wealth, as the investment may have been done 

elsewhere.  The proverbial ‘too many eggs in one basket’. 
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7.1.7 Consultation 
 

The issue of the negotiation of share schemes prior to the implementation in a particular 

company, with all interested parties, has been another criticism of the share schemes in 

South Africa thus far. 

 

“Offering shares to workers must be done in consultation with them.  Black workers will 

exhibit a mistrust of any management overtures.  Furthermore, the worker’s distrust 

towards Capitalism also has to be overcome” (Mr. Motsuenyane, NAFCOC in Profit 

Related Pay, Employment Gazette, 1987). 

7.1.8 Perception 
 

The results of the study quoted in the Harvard Business Review (1979), on attitudes of 

managers and workers in five South African companies, showed that the political 

environment has negative consequences on job satisfaction and worker productivity.  The 

authors of the article point to the lack of understanding, perceptions, and aspirations 

between white managers and black shop floor workers. 

 

Their crucial finding was that white managers tend to see the company and the problems 

that affect it as separate from the life outside the company.  To the black participants in 

the survey, this distinction was meaningless.  (Maller, Sunday Times, 17 July1988). 

7.1.9 Acceptance 
 

The trade unions response to the scheme has generally not been positive, however they 

have not rejected the scheme outright. 

 

Most of the unions claim that the schemes are a co-optive bribe, so as to get workers to be 

more committed to the company for which they work.  Hence, to get the workers to 

accept the principles of capitalism and the free market. 

 

CGAWUSA is one union that holds the view that: 
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“No meaningful economic change is possible whilst the ideology of capitalism is still in 

existence in South Africa” (The Star, 28 November 1987). 

 

Blacks have always been excluded from participating in the economy, and hence received 

little or no rewards.  They perceived the system as exploitative. Thus few benefits will 

accrue to them from the E.S.O.P.S. which is referred to by this school as a form of neo-

capitalism. 

 

“NUM and COSATU viewed Capitalism and Apartheid as one and the same” (Gishen, 

1990).   

 

The removal of the Apartheid laws and the phase of transformation and equity re-

alignment that South Africa now experiences have created new opportunity for 

empowerment schemes such as E.S.O.P.S. 

 

7.1.10 Control 
 

Given the fact that E.S.O.P.S. or schemes of similar nature focus on the individual, this 

aspect of the scheme, and especially in South Africa, has come under severe criticism. 

 

The problem with an individually based scheme as opposed to one that is collectively 

based, is that the individual based scheme sees employees as individuals within the firm 

and therefore as part of the team, a unitarist perspective. 

 

This perspective does not recognise the importance of group association amongst 

workers.  This is especially in times when there are conflicting interests, which can best 

be resolved through the process of joint problem solving, negotiation and consultation.  

The latter is a pluralistic perspective, which is more pertinent to the South African 

situation. 

 

“ It has been argued by the critics of E.S.O.P.S. that the primary reason as to why the 

E.S.O.P.S. concept was popularised in South Africa was to undermine the power base of 

the trade unions.  The many proponents of the E.S.O.P.S. concept in South Africa have 

however denied this argument”  (Gishen, 1990). 
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One may question the underlying objectives of the share schemes, in that it implies that 

the firm is applying the ‘divide and rule’ principle. 

 

Further, management in South Africa do not offer share schemes where workers, as a 

collective entity have any say in the running of the company.  The unions have also 

pointed out that the legal ownership of the shares does not bring with it any real control. 

 

7.1.11 Productivity 
 

Several writers including Rosen, Klein & Young (1986), Rosenberg and Rotstein (1987), 

claim that there is a casual relationship between share ownership and productivity in the 

companies surveyed in the U.S. and U.K. 

 

Maller, (Sunday Times, 17 July1988) maintains that this is a misperception in the South 

African scenario due to the fact that nearly all black South African workers have to travel 

long distances in order to get to their work places every day.  This has a tremendous 

impact on worker productivity and worker morale. 

 

The President’s Council under the Nationalist Government did call for share ownership 

schemes in 1989, so as to improve productivity.  This has only increased a mere 10% in 

the period 1975 -1986, as compared to the vast increases in Japan, the U.S., Germany and 

the U.K.  This may once again have been a misperception by the President’s Council.  

 

Professor Martin Weitzman, of MIT (Massachusetts Institute of Technology) argued that 

the improvements in productivity brought about by the use of an E.S.O.P.S. or schemes 

of a similar nature, coupled with the resultant lower wage inflation, boosts economic 

growth and lowers unemployment.  This argument must be viewed in the South African 

context, which is far removed from the U.S. environment in which he analysed (Cape 

Times, 29 November1987). 
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8 IMPACT ON THE FIRM AND MANAGERIAL 
CONTROL . 

 

8.1 Introduction 
 

The traditional view of the firm is that the firm’s basic objective is to maximise profits.  

The firm thus serves as a nexus between inputs (such as raw materials, human, capital, 

financial resources), and the outputs which it produces in the form of goods or services.  

Subtracting the revenues earned from the expenses incurred thus derives the resulting 

profits. 

 

Jensen and Meckling (1976) suggest that; 

“the firm operates so as to meet the relevant marginal conditions with respect to inputs 

and outputs, thereby maximising profits, or more accurately, present value”. 

 

Research to date provides no theory, which explains how all the diverse objectives of the 

various interest groups, within, and outside (shareholders and customers) to the 

organisation, merge to achieve the objective of profit maximisation.  

 

A problem with the profit maximisation objective of a hired agent or stewardship 

manager firm lies in the issue of agency costs.  The hired manager of a firm may have 

other interests.  He may be inclined to sacrifice productive activity for more leisure time 

or similarly pursue those activities, which are not in the best interests of the shareholders. 

Therefore agency costs may have to be incurred so as to minimise these costs, which are 

ultimately borne by the firm. 

 

It has been argued by many authors, Butler (1988), Fama et al (1980) as quoted in Gishen 

(1990); that the conflict of interest between managers and shareholders can be solved by 

the competitive forces operating in the business environment, vis-à-vis, those forces 

which align the managers and shareholders’ interests.  

 

Due to the nature of the corporation, voluntary and contractual, agency theory suggests 

that the issue of ownership and control need not be a necessary prerequisite for the 

efficient performance of the organisation. 
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The market orientated approach to understanding the agency relationship is based on the 

assumption that the primary interest of the shareholder is to maximise the value of his 

investment in the firm.  At the same time the firm has to convince potential and existing 

shareholders that the management of the firm will not in any way misuse the shareholders 

funds. 

 

This relationship is referred to as the agency relationship, and only exists because of the 

benefits that both interest groups, the manager and the shareholder derive therefrom. 

 

The Market orientated approach and other empirical evidence refute the Berle and Means 

traditional view, (Rieketts and Spies, (1987)), due to the contractual and voluntary nature 

of the agency relationship.  The crux of the Berle and Means argument is that 

shareholders should but don’t monitor the behaviour of managers to any degree at all; and 

that they the shareholders should also delegate control over their investments to the 

managers concerned. 

 

8.2 Conflict    
 

The following conflicts between entrenched managers and shareholders \ bondholders has 

been put forward by Butler (1988): 

8.2.1 Effort 
 

This deals with the issue of whether the entrenched manager has the incentive to put all 

his energies and efforts into the pursuance of maximising the shareholders rate of return 

on their investment. 

8.2.2 Horizon 
 

When the entrenched manager reaches retirement or is thinking of leaving the firm to 

pursue other opportunities, a potential conflict situation arises.  The issue now is to 

encourage the manager to act in the best long-term interest of the shareholders. 



Employee participation in the wealth of mining companies an ESOPS focus. 
AW Dougall       MBA. Dissertation      Prof. J Lurie 

 

8-3 
2004 University of Wales 

All rights reserved 

 

8.2.3 Risk 
 

Certain managers have the incentive to be risk averse and hence they do their utmost to 

avoid bankruptcy at all costs.  The conflict arises because shareholders who hold 

diversified portfolios are neutral towards risk.  Thus without any governance mechanism, 

the manager has the incentive to align himself more closely to the bondholder than the 

shareholder. 

8.2.4 Leverage 
 

The use of corporate debt has vast tax savings for the firm, and provides the firm with an 

increased cash flow and profits.  The conflict arises when the risk averse manager prefers 

not to make use of debt thus decreasing the firms leverage and hence risk. The 

shareholders on the other hand prefer this increased use of debt, as they are in essence the 

risk bearers of the firm ,Fama, (1980) as quoted in Gishen,(1990). 

8.2.5 Returns  
 

Entrenched managers, who are risk evaders, may prefer to pursue a policy of reinvesting 

the firm’s excess cash that is available for dividends.  The shareholders would prefer 

excess cash to be paid out to them, to be used in a more productive use. 

 

There are however various market and non-market forces that align the interests of 

managers with those of the shareholders. 

 

8.3 Managerial Control 
 

8.3.1 The Market 
 

The dynamics of the Stock Market, which is not directly under the control of entrenched 

managers, serves as a powerful control mechanism.  This control mechanism disciplines 

entrenched managers who fail to adopt optimal corporate strategies, and hence pursue 

sub-optimal strategies that fail to maximise the value of the firm’s shares as traded on the 

stock market. 
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“Thus the so called market for corporate control provides an external monitoring 

mechanism that forces the entrenched manager to be concerned about their shareholders” 

(Butler H, 1988).   

 

It is however essential that the dissatisfied investors are able to freely trade their shares.  

If many investors simultaneously dispose of their interests in a poorly managed firm, then 

this lack of confidence will be reflected in a drop in the trading price of the share on the 

stock market. 

 

This presents the opportunity to take over the poorly managed firm at the discounted 

price. 

8.3.2 Profit maximisation 
 

Competitive forces in the product market force the manager to pursue a policy of profit 

maximisation.  Failure to produce profits will lead to the ultimate failure of the firm. 

8.3.3 Executive performance 
 

Henry Butler (Butler, 1988) argues that corporate compensation packages can be 

categorised into three components; 

1. Unconditional compensation – such as a salary and a pension and 

insurance benefits,  

2. Compensation conditioned on stock market based performance such as 

stock options and bonuses, and 

3. Compensation based on accounting based performance such as profit 

sharing or gain sharing. 

 

It is argued by Fama (1980) in Gishen (1990), that incentive problems are lessened due to 

managerial behaviour, in that managers monitor each other’s performance. Fama refers to 

this as “ex post settling up”. 
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Becker and Steigler (1974) in Cowley (1988) put forward the argument that due to the 

possible threat that managers can be fired, further ensures managers act in the best 

interests of their shareholders. 

 

Managerial performance can be controlled by the above mechanisms. This aligns the 

manager’s interests with those of the shareholders of the company. 

 

Other control measures include dividend policy, the market for managers, and capital 

market competition. 

 

Internal control mechanisms include the firms’ Memorandum and Articles of Association, 

which restrict the managers from acting ultra-vires, and fosters the managers to pursue 

the interests of the firms’ shareholders. 

 

The author suggests that the incentive given to managers’ vis-à-vis, a stock option plan, 

an E.S.O.P.S should also be given to the employees.  In so doing the relationship between 

the shareholder, manager, employee will hopefully align the long term interests of all the 

interest groups operating in the contractual relationship.   
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9 MODERN MANAGEMENT PHILOSOPHIES 
ON SA MINES 

 

Structures are still traditionally autocratic but empowerment has become an important 

criterion in policy.   

 

Many mines implement participative schemes and are subject to legislation that strives 

for employee equity.  Designated groups are accepted in affirmative action policies.   

 

Black empowerment systems have lead to black ownership and small companies such as 

ARM typify this.  Blacks have been included in management positions.  Apartheid as a 

legal system has been totally repealed.  Eyesizwe was selected as the preferred bidder for 

New Coal in April 2000 over Ilanga Mining Corporation and Sebenza Consortium, by the 

vendors Anglo Coal and Ingwe, in consultation with Escom. Eyesizwe is expecting to 

begin implementing its business strategies before the end of the year 2000.   

 

The National Qualifications Framework is being established under the South African 

Qualifications Authority. Areas such as prior learning and experience are recognised in 

encouraging lifelong learning and skill development.  Adult basic education is 

implemented and will do much to increase education levels and therefore the acceptance 

of more efficient economic systems. 

 

Benchmarking against World Class companies is an accepted norm and many of these 

world-class mining companies are South African, such as Ingwe, Anglo Coal and Sasol 

Coal. 

 

Total Quality Management philosophies are fundamental to most of these companies with 

favoured versions manifested in Crosby Quality in many instances. 

 

Research is manifested through the concept of FutureMine Collaborative Reseearch 

programme, the DeepMine and the CoalTech 2020 programmes  it was recognised that 

the reduction in costs and the improvement of safety and health are the greatest 

challenges facing South African gold mining companies operating in an environment 

characterised by a weak gold price, mature orebodies and aging infrastructure.  Coal 
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needs to extend the life of its reserve resource base and ensure the implementation of 

clean coal technologies.  

 

It is widely believed that the management style adopted by an organisation should be 

appropriate to the world in which it is based in order for the organisation to be productive.  

In the context of African management, it is suggested that for organisations to be 

successful, managers should adopt a humanistic approach, rather than the empiricist 

approach which is presently the general norm for management in Africa. 

Chibbaya Mbuya (2002) has identified what is a potential solution to the management 

panacea- the holistic manager. However no conclusive research has been conducted to 

determine what attributes these individuals posses. 

Few management texts discuss the African business environment, or provide an 

alternative perspective relevant to the issues and problems faced by managers in African 

societies. 

 

There are numerous local authors (e.g., Sunter (1987), Manning (1988), Mbigi (1992), 

Koopman (1993) and Mbuya (2002) who advocate the development of human resources. 

The returns that organisations rely on from their human capital is determined to a large 

extent by the competence of their managers and leaders. 

 

Drucker (1974) stresses the importance of quality of managerial skills, the manager’s 

performance and other skills when he emphasises that these factors ultimately determine 

the success and survival of a business.  

 

Today’s managers are being confronted by increased competition, rapid technological 

progress, dynamic organisational structures, greater employee needs and expectations, the 

ever increasing demands from corporate shareholders for better bottom line 

achievements, internet, intranet, e-commerce, e-service, e-business, e-communication, e-

banking, cell-banking etc. 

 

It is in these areas that the author believes further research is justified. 
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10 METHODOLOGY 
 

10.1 Introduction 
 

Research in South Africa on Employee Share Ownership Participation Schemes 

(E.S.O.P.S.) and schemes of similar nature, has focused on larger firms.  The author of 

this dissertation has targeted companies listed on the Johannesburg Stock Exchange.  

Companies targeted were, SASOL Coal, Anglo Coal, Anglo Plats, Severin Mining under 

Randleases (Vogelstriusfontein) Ltd., and other non mining companies. 

 

The author asserts that E.S.O.P.S., are far more effective to implement in such smaller 

firms.  This allegation is further exemplified by research in the United States and the 

United Kingdom and more recently in South Africa (Cowley, 1988) and (Gishen, 1990). 

 

The original intention of this dissertation was to do an in-depth industry study of several 

firms. 

 

It is however imperative to stress that E.S.O.P.S. are modelled around a specific 

company, and are therefore company specific. 

 

It is however found that the mining industry is not too articulate on this topic and apart 

from a few applications the dissertation base was broadened and several industries were 

researched.  These were the electronic, building and construction, furniture, clothing and 

footwear, and mining.   

 

The author’s target was now as follows: An employee’s attitude survey to determine what 

the employees perceptions and attitudes towards the E.S.O.P.S. were that was operating 

within their Company. 

 

These attitudes and perceptions would then be matched to the Company’s philosophy and 

management’s intention as to why the scheme was introduced.  A good result would be 

one in which the degree of congruency between management and employee perceptions 

was high. 
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10.2 Data Collection 
 

The Business Policy Research Group, ( alias the author), sent letters to listed companies 

asking them for their assistance with the research project.  

 

With the help of Mattison and Hollidge, a respectable stock broking firm, the information 

on them was collected and analysed.  These documents were mainly in the form of 

Annual Financial Statements, reports, newspaper articles and others. Key factors such as 

the extent of share schemes were assessed.  Areas such as eligibility of employees and 

company philosophy were assessed. 

 

A third source of information was the records of printed media.  Various journals were 

screened in order to obtain as much information with regard to E.S.O.P.S. and other 

schemes of similar nature.  The data base of South African journals and newspapers 

include the following: Financial Mail, Business Week, Finance Week, The Star, The 

Sunday Times. The information gathered was from 1982 to 1998. 

 

Inter library loans were also extensively used, to obtain readings. 

 

10.3 The Survey 
 

The objective of the research project was to conduct employee attitude surveys.  These 

surveys were designed to determine the attitude and perceptions of the employees of the 

selected firms and students studying in the Technikon Witwatersrand, School of Mines. 

 

These attitudes would then be compared with the philosophy of the company in order to 

determine the degree of congruency between what management had hoped and the 

perceptions of the employees. 

 

Several important amendments to the statements were necessary: 

1. The statements were to wordily and had to be shortened. 

2. The use of the word because had to be eliminated it tends to have positive 

bias on the statement. 
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3. Negative options were introduced to negate any positive bias. 

 

Several other pertinent factors with regard to the survey include: 

1. Labels were assigned to the various groups of statements. This was 

necessary to make the analysis of the respondents easier. 

2. Questions which were not directly related to the survey, in the form of 

open ended questions were included in the survey. The purpose was to 

obtain a firsthand insight to the company. 

3. The survey was aimed at the supervisor level and below. 

4. Interpretation was used in certain instances to ensure translation from 

Zulu and Sotho. 

 

10.3.1 Problems with the survey 
 

Seven companies were contacted for surveying.  Due to the following reasons it was not 

possible for the author to the conduct the survey at all of them: 

1. Not company policy to let outsiders survey employees. 

2. Equivocal response and apparent delays. 

3. Share option scheme; option price fifty cents, and market price forty four 

cents.  Not viable as it is cheaper to buy through a stock broker. 

4. Logistics 

 

10.4 Interviews 
 

Semi structured and structured interviews were also carried out with the various financial 

officers and other high key personnel in the firm’s that had been targeted for surveying.  

The purpose of the interview was to determine the company policy.  The structured 

interviews were based on the interviews as conducted by Cowley (1988). 
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10.5 Findings 
 

The research indicate 75 % of respondents were aware of participation schemes and 

intended to take up offers or were already involved. This is however only 24 % of the 

total sample.   

 

The respondents (24%) indicated that capitalism was their preferred economic system. 

 

When asked on whether they concurred with a previously held view by unions that 

E.S.O.P.S., were a co-optive bribe only 16% responded in the affirmative. 

 

No demographic variables could be identified as influencing the response. 

 

All respondents indicated an interest in the financial position of the company. Only 45% 

indicated that they were fully aware of how the company operated in relation to shares.  

Those that stipulated that they followed the share progress in the tabloids amounted to 

43%.  All scheme participants indicated that they would share in the profits (100%). 

 

The majority of respondents (95%) reported that they were more cost conscious as a 

result of being shareholders.  Sixty-eight percent (68%) felt like partners and 89% 

believed that the way management treated them had changed.  It important to note that 

63% believe that a power dichotomy still exists.  Ninety-nine percent (99%) believe that 

their influence in the company is unchanged. 

 

Eighty-nine percent (89%) felt more loyal to the company and 80% imply that they are 

more productive.  This is contradicted by the opinion of the management as indicated in 

the interviews. Other than Severn mining, all concurred. 

All respondents believe that schemes should be negotiated.  All are aware that they can 

vote, but only 58% understand proxy arrangements and only 68% understand the 

shareholders role in electing top management and the influence on executive 

management. 

 

Most managers have identified Business Process Reengineering as the most topical 

transformation issue and align this with Employment Equity as being the fields that most 

concern them other than their normal operations management and at the time of the 
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interviews was paramount on their agendas.   Varied forms of quality philosophies 

especially Crosby had been implemented in most of the companies and management was 

aware of the need to benchmark and strive for world class recognition. 
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11 CONCLUSION  
 

11.1 Introduction 
 

The conclusion’s structure is related to the research objectives and is based on knowledge 

gained through the literature review, interviews and statistical analysis of the attitude 

survey questionnaire. 

 

11.2 Implementation of Share Schemes 
 

The growth of the number of companies across a broad spectrum of industries on the 

Johannesburg Stock Exchange that have implemented an E.S.O.P., or scheme of similar 

nature thus far has been encouraging to the proponents of the free enterprise system.  It is 

however important in context of this research that the system has not fully been 

distributed amongst workers in the mining companies and remains the prerogative of 

management echelons. 

 

Given the Government’s commitment to privatisation, the E.S.O.P., concept should be 

included in that process as a deliberate strategy, as was the case of the Thatcher 

Government. 

 

Although the E.S.O.P., in the U.S. and the U.K. is fundamentally identical to those 

implemented in South Africa, the acceptance of such incentive schemes has not been as 

favourable as was the case in those countries. 

 

A research figure of 68% of sample did not have knowledge of share participation.  Of 

the portion that understood the concept 75% (or 25% of the sample indicated that they 

were involved in or would be involved in share schemes given as company incentives. 

Refer Figures 10-1 and 10-2. 
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Figure 11-1 Awareness of the existence of share schemes 

 

 

Figure 11-2 Proportion whom understand concept and will get involved 

11.3 Issues That Have Hindered Wider Acceptance of 
Employee Share Ownership Participation Schemes 

 

The research under taken by the author highlighted issues, which have thus far hindered 

the wider acceptance of the share schemes. 

Awareness of participation 
schemes (Proportion of sample)

Aware they exist 32%

Unaware they exist 68%

Proportion of sample involved or 
intend to get involved in share 

schemes

Involved or intention 25%

Understand the concept 
but not involved 75%
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The social, political and economic injustices that have resulted from the entrenched 

Apartheid laws which for the past five years are no longer in existence, has created the 

perception by many, (mainly from the oppressed groups), that Capitalism equals 

Apartheid. 

 

This authority is based on literature reviews. From the questionnaires it is concluded that 

the sample proportion that had a desire to participate in share schemes were not aligned to 

this perspective and did not see capitalism as being aligned to apartheid. All respondents 

disconnected the old apartheid system from capitalism. 

 

An E.S.O.P.S., will not serve as a panacea for particular workplace problems. 

 

The success of the share schemes in the U.K., and U.S., cannot be compared in their 

entirety to South Africa because of the aforesaid. 

 

The authors research shows that the process of implementation together with the salient 

features included in a particular share scheme are crucial to the success and hence 

potential accelerated growth of such schemes in South Africa. 

 

11.4 Perception of Capitalism in the New South Africa 
 

A wider acceptance of capitalism is apparent as identified in the response to the question 

as South Africa as followed this ideology since the fully democratic elections in 1994.  

The mistrust as a system aligned with apartheid is no longer evident as was found by 

previous researchers such as Gishen (1990) and Cowley (1988). 

  

The author gained invaluable insights from the interviews with management and also 

from the literature.  This enabled the author to identify the current state of affairs with 

regards to E.S.O.P.S. or other financial incentive schemes.  

 

The response to the question indicated that all respondents were in favour of a capitalistic 

system some however felt that there should be some state control in the redistribution of 

wealth and therefore leaned towards socialism with private ownership. 
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11.5 Acceptance in Other Countries 
 

Share ownership schemes are widely accepted in these first world, capitalistic countries.  

Government policies and tax bases ensure that incentive to use them, exist.  This is not 

yet the case in South Africa. 

  

Analysis of research data indicates that the majority of South African mines only offer 

share incentives to management and normally only after a 5 year vesting period.  It is 

however a legal requirement that directors hold shares in the company. New companies 

that have been formed specifically for black empowerment such as New Coal and African 

Rainbow Minerals are looking at share participation across the entire work force.  Sixty 

eight percent (68%) of all workers who were asked to consider the questionnaire were 

unfamiliar with the concept of Employee Share Ownership participation or schemes of a 

similar nature, or had no knowledge of eligibility.       

 

11.6 Critical Success Factors 
 

The key factors identified include the following: corporate culture, communication, 

management philosophy, education, the amount of shares allocated to the share scheme, 

the performance of the company shares on the J.S.E., employee participation and Black 

Empowerment. 

 

Other critical issues that must be seriously considered include amongst others, the 

negotiation of the share scheme prior to the implementation with all recognised interest 

groups. 

 

Managerial styles suitable for Africa referred to as humanistic is favoured. 

 

 

 



Employee participation in the wealth of mining companies an ESOPS focus. 
AW Dougall       MBA. Dissertation      Prof. J Lurie 

 

11-5 
2004 University of Wales 

All rights reserved 

 

11.7 Current Affairs in South Africa 
 

Further research should be undertaken to determine the status amongst privately owned 

companies in South Africa other than mines as no statistics are available relating to share 

ownership participation. 

 

In conclusion, share ownership participation schemes could be a crucial component of the 

Free Enterprise system; therefore all steps should be taken by the government to 

encourage these share schemes, by changing the tax legislation. 

 

Management responded that they did not consider South African structures as being 

favourable to worker participation and did not find evidence that it was an effective 

motivator but only considered it as suitable to propagate share ownership philosophy. No 

company reported financial improvement solely due to participation schemes but 

stipulated that it was difficult to quantify. 

 

11.8 Management Philosophies 
 

Participative systems are becoming more important to South African managers.  Share 

schemes are evidently a means of ensuring empowerment and an extension of the team 

based approach. 

 

The provision of E.S.O.P.S. in South African mining is not yet the motivator that 

management believes it could be due to varied factors especially controlled by the Unions 

and levels of illiteracy.  It is concurred however that it possesses great potential, provided 

legislative reform permits. 

 

Further research is necessary to determine the impact of these philosophies on 

productivity and employee motivation. 

 

A section of the work looked at the performance of underground coal mining sections to 

determine some of the factors which promote productivity on South African Mines. Three 

parameters are proven to contribute through this exercise: 

1. Continuous improvement team activities,  
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2. Skill, versatility and cross training, and 

3. Empowering workers to make improvements 

 

11.9 General 
 

Black empowerment companies find this system attractive as depicted by New Coal. 

 

Unions could utilise this tool to their long-term financial benefit especially through 

financing share options. 

 

Further research is needed in non-mining companies. 

 

The South African mining industry is currently in a state of flux. 

 

Companies that have become marginal have not done so because of employee motivation 

factors. They have been affected chiefly by mineral pricing structures. 

 

11.10 Findings 
 

Employee ownership occurs when a business is owned in whole or in part by its 

employees. Employees are often given a share of the business after a certain length of 

employment or they can buy shares at any time. They also often have boards of directors 

elected directly by the employees. Some corporations make formal arrangements for 

employee participation, called employee stock ownership plans (ESOPs). 

 

Employee ownership appears to increase production and profitability, and improve 

employees' dedication and sense of ownership. However, democratic leadership can lead 

to slow decision-making, and employee stock ownership can increase the employees 

financial risk if the company does poorly. Notable employee-owned corporations include 

the John Lewis Partnership retailers in the UK, and the US news/entertainment firm 

Tribune Company. The most celebrated (and studied) case of a multinational corporation 

based wholly on worker-ownership principles is the Mondragon Cooperative 

Corporation. Unlike in the United States, however, Spanish law requires that members of 
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the Mondragon Corporation are registered as self-employed. This differentiates co-

operative ownership (in which self-employed owner-members each have one voting 

share, or shares are controlled by a co-operative legal entity) from employee ownership 

(where ownership is typically held as a block of shares on behalf of employees using an 

Employee Benefit Trust, or company rules embed mechanisms for distributing shares to 

employees and ensuring they remain majority shareholders).  

Different forms of employee ownership, and the principles that underlie them, are 

strongly associated with the emergence of an international social enterprise movement. 

Key agents of employee ownership, such as Co-operatives UK and the Employee 

Ownership Association (EOA), play an active role in promoting employee ownership as a 

de facto standard for the development of social enterprises.  

Most features of employee-owned corporations described in this dissertation are not 

specific to any one nation. The information on taxation and stock trading and may differ 

under different legal regimes in different countries.  

 

11.11 Further Research 
 

Research is needed to better quantify the impact of soft systems on productivity and 

production levels. It is apparent that the mines who apply these techniques are in the 

Industry Best Practice categories. 
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APPENDIX A: NOMENCLATURE 
 

General Glossary 

Algorithm  Mathematical functions used in geological modelling software to 

determine various geological information and resource estimates. 

Bench A ledge that, in open-pit mine and quarries, forms a single level of 

operation above which minerals or waste materials are excavated 

from a contiguous bank or bench face.  The mineral or waste is 

removed in successive layers, each of which is a bench, several of 

which may be in operation simultaneously in different parts of, and 

at different elevations in, an open-pit mine or quarry. 

Bobcat Small mobile surface earth moving machine 

Bord opening formed by mining using the bord and pillar method of 

mining. Bords are areas from which the coal has been mined; 

pillars are the areas of coal left between the bords. 

Boxcut The initial cut driven in a property, where no open side exists; this 

results in a highwall on both sides of the cut. 

Cash Cost Direct mining costs, direct processing costs, direct general and 

administration costs, consulting fees, management fees, 

transportation, treatment charges, refining charges and profit 

sharing charges. 

Cone Crusher A crushing device in which material is comminuted between an 

eccentrically moving cone and an outer conical shell.  

Contamination The inclusion of waste rock in the coal seam mined as a result of 

mining operations 

Cut-offs The lowest grade of mineralised material that qualifies as Mineral 

Resources in a given deposit. 

Cyclone Equipment used in the washing of coal; used to separate waste 

from a coarse coal/waste mixture. 

Diamond Drilling  The act or process of drilling boreholes using bits inset with 

diamonds as the rock-cutting tool.  The bits are rotated by various 

types and sizes of mechanisms motivated by steam, internal-

combustion, hydraulic, compressed-air, or electric engines or 

motors.  A common method of prospecting for mineral deposits. 
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Dilution  The inclusion of a non select ply of coal with the ply of coal being 

selectively mined. This can affect profitability or coal processing 

performance.   

Dip Inclination of geological features from the horizontal. 

Discard Waste material (generally solid) produced as a generally unwanted 

by-product from the beneficiation of the coal. 

Dolerite Any dark, igneous rock composed chiefly of silicates of iron and 

magnesium with some feldspar. 

Dome An uplift or anticlinal structure, either circular or elliptical in 

outline, in which the rocks dip gently away in all directions. 

Dyke A tabular igneous intrusion that cuts across the bedding or 

foliation of the country rock. 

Ecca Group Stratigraphic sequence in Southern Africa containing coal 

deposits. 

Ends Blind headings as a result of bord and pillar mining (usually before 

the mining of the last through road 

Erosional surface Ground surface or lithological unit that has been subjected to 

weathering or geological erosion. 

Fault Fracture or a fracture zone in crustal rocks along which there has 

been displacement of the two sides relative to one another parallel 

to the fracture.  

Floats Material during the testing or washing process that floats on the 

testing or washing medium; generally forming the product coal 

fraction. 

Flocculant Reagent used to assist in froth flotation process of coal processing, 

or in the settling of solids to enable process water to be re-used in 

the processing of the coal. 

Footwall The part of the country rock that lies below the deposit. 

Fresh Rock Rock or geological unit which has not been exposed to alteration 

through weathering or leaching processes.  

Hangingwall The overlying side of an orebody or stope. 

Haulage A drive used for mechanical transport. 

Haul Road A road built to carry heavily loaded trucks at a good speed in open 

pit.  The grade is limited on this type of road and usually kept to 

less than 17% of climb in direction of load movement. 

Highwall  Edge of opencast operations in advance of the direction of mining. 
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Igneous Said of a rock or mineral that solidified from molten or partly 

molten material, i.e., from a magma; also, applied to processes 

leading to, related to, or resulting from the formation of such 

rocks.  Igneous rocks constitute one of the three main classes into 

which rocks are divided, the others being metamorphic and 

sedimentary. 

Indicated Mineral Resource That portion of a Mineral Resource for which quantity and quality 

are estimated with a lower degree of certainty than for a Measured 

Mineral Resource. The sites used for inspection, sampling, and 

measurement are too widely or inappropriately spaced to enable 

the material or its continuity to be defined or its grade throughout 

to be established. 

Inferred Mineral Resource That part of a Mineral Resource for which tonnage, grade and 

mineral content can be estimated with a low level of confidence. It 

is inferred from geological evidence and assumed but not verified 

geological and/or grade continuity. It is based on information 

gathered through appropriate techniques from locations such as 

outcrops, trenches, pits, workings and drill holes that may be 

limited, or of uncertain quality and reliability. 

In situ Generally used with reference to the reporting of coal resources to 

indicate a volume or tonnage of coal present undisturbed in the 

ground. 

Intercalated Said of layered material that exists or is introduced between layers 

of a different character; esp. said of relatively thin strata of one 

kind of material that alternates with thicker strata of some other 

kind, such as beds of shale intercalated in a body of sandstone. 

Intrusion  In geology, a mass of igneous rock that, while molten, was forced 

into or between other rocks. 

Jaw Crusher A machine for reducing the size of materials by impact or crushing 

between a fixed plate and an oscillating plate, or between two 

oscillating plates, forming a tapered jaw. 

Karoo Supergroup Stratigraphic sequence in Southern Africa containing coal 

deposits. 

Kopjie  Small hill, usually dolerite, manifesting on the surface 

Last through road Last split in the advance of a bord and pillar mining section 

Long Life Operation with life of greater than 10 years. 
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Low wall  Edge of opencast operations behind the general direction of 

mining. 

Magnetite medium Addition to the washing fluid (generally water) of fine magnetite 

particles to increase the relative density, this allowing the coal to 

be separated from a coal/waste mixture. 

Measured Mineral Resource That portion of a Mineral Resource for which the tonnage or 

volume is calculated from dimensions revealed in outcrops, pits, 

trenches, drill-holes, or mine workings, supported where 

appropriate by other exploration techniques. The sites used for 

inspection, sampling and measurement are so spaced that the 

geological character, continuity, grades and nature of the material 

are so well defines that the physical character, size, shape, quality 

and mineral content are established with a high degree of certainty. 

Medium-Life  Operation with life of between 5 and 10 years. 

Mine Call Factor A measure of the mining efficiency based on comparisons between 

metal content extracted and delivered to the mill and that projected 

by the mine planning process taking into account the volume/area 

mined during the reconciliation period. 

Mineral Reserve The economically mineable material derived from a Measured 

and/or Indicated Mineral Resource. It is inclusive of diluting 

materials and allows for losses that may occur when the material is 

mined. Appropriate assessments, which may include feasibility 

studies, have been carried out, including consideration of, and 

modification by, realistically assumed mining, metallurgical, 

economic, marketing, legal, environmental, social and 

governmental factors. These assessments demonstrate at the time 

of reporting that extraction is reasonably justified. 

Mineral Resource A concentration [or occurrence] of material of economic interest in 

or on the Earth’s crust in such a form, quality, and quantity that 

there are reasonable and realistic prospects for eventual economic 

extraction. The location, quantity, grade, continuity and other 

geological characteristics of a Mineral Resource are known, 

estimated from specific geological knowledge, or interpreted from 

a well constrained and portrayed geological model.  

Minimum Mining Width  The minimum mining width at which an in situ Mineral Resources 

is stated. 
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Mining Licence A licence issued by the regulatory authority which governs the 

process of mining. 

Open pit A mine working or excavation open to the surface. 

Overburden Designates material of any nature, consolidated or unconsolidated, 

that overlies an economic deposit. 

Perennial Describing a watercourse that flows throughout the year. 

Phreatic surface Level of water generally in a waste or discard facility constructed 

on the topographical surface. 

Piezometer Instrument used to determine the level of water in a borehole or to 

determine a phreatic surface in a waste or discard disposal facility. 

Pillar  A block of ore entirely surrounded by stoping, left intentionally for  

purposes for ground control or on account of low value. 

Proterozoic A geological era. 

Proximate analysis Analysis carried out on coal to determine commonly reported 

qualities. 

Seam A provincial term for a coal bearing layer. 

Seam Drive An excavation driven within the plane of the orebody. 

Resource A tonnage or volume of rock or mineralisation or other material of 

intrinsic economic interest, the grades, limits and other appropriate 

characteristics of which are known with a specified degree of 

knowledge. 

Roofbolt A long steel bolt inserted into walls or roof of underground 

excavations to strengthen the pinning of rock strata. 

RoM Run-of-Mine. 

SAMREC Code South African Code for reporting of Mineral Resources and 

Mineral Reserves. 

Servitude A right that grants use of another's property. 

Short-life Operation of with less than 5 years. 

Sidewalls The sides of an excavation. 

Sill A concordant sheet of igneous rock lying nearly horizontal.  A sill 

may become a dike or vice versa. 

Sinks Material during the testing or washing process that sinks to the 

bottom of the testing or washing medium; generally forming the 

waste or discard fraction. 
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Sloughing The action of soft material when wet; generally associated with the 

failure of soft material stockpiles 

Spalling Failure of the highwall, generally caused by poor blasting 

practices, weathering or ingress of water. 

Spirals Equipment used in the washing of coal; used to separate fine waste 

from a fine coal/waste mixture 

Stope Any excavation in a mine, other than development workings, made 

for the purpose of extracting ore.  The outlines of the orebody 

determine the outlines of the stope.  The term is also applied to 

breaking ground by drilling and blasting or other methods. 

Stoping The act of excavating rock, either above or below a level, in a 

series of steps.  In its broadest sense rock stoping means the act of 

excavating rock by means of a series of horizontal, vertical, or 

inclined workings in veins or large, irregular bodies of ore, or by 

rooms in flat deposits.  It covers the breaking and removal of the 

rock from underground openings, except those driven for 

exploration and development.   

Strike The course or bearing of the outcrop of an inclined bed, vein, or 

fault plane on a level surface; the direction of a horizontal line 

perpendicular to the direction of the dip. 

Tailings The gangue and other refuse material resulting from the washing, 

concentration, or treatment of ground ore. 

Thickening The concentration of the solids in a suspension with a view to 

recovering one fraction with a higher concentration of solids than 

in the original suspension. 

Total Cash Cost incremental components to cash costs including royalties but 

excluding taxes paid. 

Total Costs The summation of total working costs, net movement in working 

capital and capital expenditure. 

Total Working Cost Incremental components to total cash costs including terminal 

separation benefits, reclamation and mine closure costs (the net 

difference of the total environmental liability and the current trust 

fund provision) but excluding non cash items such as depreciation 

and amortisation. 

Transgressive Term used to describe dolerite intrusions into the coal seams. 

Unredeemed capital Capital expenditure which may be offset against future profits to 

lessen the taxable profit. 
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Vryheid Formation  Stratigraphic sequence in Southern Africa containing coal 

deposits. 

Washability Ability of the coal to be separated from waste fractions at a range 

of relative densities. 

Washability analysis Analysis to determine the coal behaviour and separation 

characteristics for a range of relative densities. 

Water Use Licence A licence issued by the regulatory authority governing the 

abstraction, use and discharge of water. 

Weightometer An appliance for the continuous weighing of broken ore material 

in transit on a belt conveyor. 

Working capital  Expenditures required to fund the resulting change in the debtors, 

creditors and stores position at a point in time. 
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Abbreviations 

 

AOL      Anglo Operations Limited 

ADT      Articulated dump truck 

BEE      Black Economic Empowerment. 

BPC      Botswana Power Corporation 

Capex      Capital expenditure. 

CPI      Consumer Price Index 

CM     Continuous Miner 

CV     Calorific Value 

DCF      Discounted Cash Flow. 

DEAT  Department of Environment Agriculture and 

Tourism. 

DME      Department of Minerals and Energy. 

DMS      Dense Media Separation. 

DWA      Digby Wells & Associates, environmental consultants 

DWAF      Department of Water Affairs and Forestry. 

ECA      Environmental Conservation Act. 

ECSA      Engineering Council of South Africa. 

EIA      Environmental Impact Assessment 

EMP      Environmental Management Plan. 

EMPR      Environmental Management Programme Report. 

FM      Financial Model. 

HDPE  High density polyethylene (used to manufacture 

water pipes) 

HDSA      Historically Disadvantaged South Africans. 

HIV      Human Immuno Virus 

IER      Independent Engineer’s Report. 

LoM      Life-of-Mine. 

MCF      Mine Call Factor. 

MCL      Morupule Colliery Limited 

ML      Mining licence. 

MPRDA  Mineral and Petroleum Resources Development Act 

(Act 28 of 2002). 

MTIS      Mineable tonnes in situ. 

MWP      Mine Works Plan. 

No.      Number. 

NPV      Net Present Value. 
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NWA      National Water Act. 

O/C      Opencast. 

Opex      Operating Expenditure. 

PLC      Programmable logic controller. 

RBCT      Richards Bay Coal Terminal. 

RC      Reverse Circulation Drilling. 

RoM      Run of Mine. 

RWD      Return Water Dam. 

SACNASP  South African Council for Natural Scientific 

Professions. 

SA      South Africa 

SAHRA     South African Heritage Resources Agency. 

SANAS      South African National Accreditation System. 

SANS 10320  South African National Standard for the reporting of 

coal resources and reserves 

SARS      South African Revenue Services. 

SHE      Safety Health and Environment. 

SLP      Social and Labour Plan. 

SRK      SRK Consulting (South Africa) (Pty) Limited. 

SRK Group     SRK Global Limited. 

TEC      Total Employees Costed. 

TEP’s      Technical-economic parametres. 

TWC      Total Working Cost 

U/G      Underground. 

WUL      Water Use Licence. 

WULA      Water Use Licence Application. 

ZAR     South African Rand 
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Units 

 

Bt     a billion metric tonnes 

cm      a centimetre. 

g      grammes. 

ha      a hectare. 

h, hrs      hours. 

h/week , hpweek    hours per week. 

h/month  , hpmonth   hours per month. 

J      joule (measure of energy) 

km      a kilometre. 

kt      a thousand metric tonnes. 

ktpa      a thousand metric tonnes per annum 

ktpm      a thousand metric tonnes per month. 

kV      a thousand Volts. 

kVA      a thousand Volt-Amperes 

m      a metre. 

mm      a millimetre. 

m2
      a square metre. 

Mm3
      a million cubic metres. 

m3
      a cubic metre. 

m3/s      a cubic metre per second. 

MJ      a million joules. 

MJ/kg      a million joules per kilogramme. 

Mt      a million metric tonnes 

Mtpa      a million metric tonnes per annum. 

MVA      a million volt amperes. 

MWhr      a million watt hours 

t      a metric tonne. 

tph      tonnes per hour. 

t/TEC/month     metric tonnes per total employees costed per month 

t/m3
      density measured as metric tonnes per cubic metre. 

V      a volt. 

W      a watt. 

R      South African Rand. 

R/t      South African Rand per tonne. 


