Developing Mining leadership
in the new millennium
By Michael O’Callaghan and Chris Campbell

T

he global demand for metals and other basic resources
continues to increase steadily despite the recent downturn in
the world economy. Factors driving demand include population

growth and rising living standards and expectations, particularly in
underdeveloped and quickly developing countries.
But while the broad macroeconomic outlook is bright for the mining
industry and its leaders, the demand outlook also presents a mixed
blessing. Companies, in their drive to create value, are forced to
search for new resources in more difficult environments where they
are presented with a host of sociopolitical, environmental and regulatory
issues that many have not encountered before. Complicating those
challenges is the broader trend toward consolidation within the industry
given the enormous capital outlays necessary to build and operate mines
in remote geographies and the need to achieve economies of scale.
At the same time, mining executives must make their investment

decisions against the backdrop of cyclical downturns. And last but
not least, the industry finds itself in a unique position vis-à-vis China,
which is both its largest customer and its biggest competitor as an
investor/acquirer of mining resources.
In a series of interviews recently conducted by Korn/Ferry
International with mining CEOs, board directors and senior
executives in operations and human resources, we asked mining
industry leaders what their most pressing issues of the day were,
both now and into the future. In this paper, we will address the
results of these discussions and offer insights into how companies
can be proactive in addressing some of these issues.

The Evolving Role of a Mining Executive

Based on our in depth discussions, there are several key issues that
present significant challenges to the future of the mining industry.
Chief among them:
a leadership gap at companies that are advancing technical
specialists who may be lacking in the strategic and leadership
qualities necessary to lead project development and operations
in challenging locations;
a shrinking pool of key technical talent throughout the industry;
the social, environmental and regulatory dimensions of operating
large-scale mining operations;
the health and safety issues associated with those operations;
and
the need to balance short-term results vs. taking a long-term
view of the business.
As mining operations move to more remote locations in search of
new high-grade resources, companies and their executives are
encountering ever more challenging issues. Large-scale deposits are
becoming a rarity in North and South America and increasingly in
Australia; instead, mining companies are developing and operating
mines in such countries as China, Mongolia, Madagascar, Russia,
Ghana and the Congo. Working in these countries, managers are
finding their priorities now include developing and maintaining a
mutually beneficial proper relationship with local government and its
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representatives. Their increased responsibilities include communities,
employment, environment, human rights, land access, occupational
health, political involvement, safety and sustainable development.
“Ten years ago, a general manager of a mine was primarily focused
on the technical aspects of the role and getting the ore out of the
ground,” says one mining executive. Reflecting on how important
interpersonal skills and emotional intelligence are now, he jokes:
“Today it is a whole new skill set. Along with a mining engineering
degree, you need a sociology or psychology degree to meet the
demands.”
Rather than concentrating solely on operations, mining executives
must look to a new range of priorities. They are required to pay
increased attention to such issues as whether they have the proper
mandate with non-governmental organizations (NGOs), whether
all environmental issues have been addressed, and finally whether
the mining operation is able to meet and satisfy the ever increasing
demands and needs of the community. This means having to step
away from the operating perspective they were grounded in through
their studies and work experience and engage the local community
in ways they are sometimes unprepared to do.
Critical to success in these new environments is managing the social
compact: balancing the concerns and issues of the local population
and community vs. the bottom line of the operation. Merely having
a government license or permit to operate a mine is not sufficient,
particularly where government is regarded with suspicion by the local
population and where indigenous populations feel threatened. “If
the residents do not want you there, it does not matter if you have
the permits or not,” says one mining executive, adding: “The social
license to operate in an area is not covered by legislation.”
The communities in these new areas are demanding that mining
operators become more participative. One solution is enhanced
local management. But that goal is often harder to achieve than
it may seem on the surface. General managers of mines must
ensure they are building relationships with the right local residents.
And afterwards, they must devote energy to maintaining and
managing the interaction between the various stakeholders such as
government, community and indigenous populations.
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“It can take between 10-15
years or longer to get a mine
into production, and mining
executives must bring a
combination of vision, leadership
and doggedness to navigate the
bureaucratic risk.”
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The modern executive must be able to speak authoritatively about
what their company is doing to protect the environment and to allay
the fears of the local population as to the environmental impact of
the operation. This must be done in a way that speaks to the values
of the indigenous people and articulates the value proposition of the
mining operation.

Leader, Strategic Thinker and Risk Manager

Given the increasingly complex nature of mining in this century, the
leadership qualities executives must bring to the fore are becoming
equally diverse and complex. There was a time when mining could
be reduced to a relatively simple formula of: finding the resource,
developing the mine, extracting the metals—and then starting the
process all over again. But today, a mining executive must be able
to assess company risk, country risk, international risk, politics,
environmental impact and social commitment. In addition to those
considerations, the executive must be well versed in such financial
issues as strategic planning and in banking, the public credit and
equity markets.
This is a tall order and one that places a premium on highly educated
and sophisticated executives who possess the leadership traits
to adequately meet these challenges. This trend can be seen in
the selection of the newer CEOs in the industry such as Kinross
Gold’s Tye Burt, Teck Resources’ Don Lindsay, Anglo American’s
Cynthia Carroll, Xstrata’s Mick Davies, Barrick Gold’s Aaron Regent
and Newmont Mining’s Richard O’Brien, all of whom bring broad
and deep resumes to their new positions. Also, the backgrounds
of industry executives are trending more diverse: senior mining
executives today combine mining industry experience with a
background in finance or business management, sometimes coming
from outside the industry.
There is intense pressure on executives throughout the industry to
deliver short-term results. In this regard, mining industry executives
are subject to the same pressures to deliver profits faced by other
sectors of the economy. But there is perhaps no other industry where
a long-term approach is so essential to success given the time that it
takes to develop a mine. It can take between 10-15 years or longer
to get a mine into production, and mining executives must bring a
combination of vision, leadership and doggedness to navigate the
bureaucratic risk.

The cyclical nature of markets will likely present at least one
significant economic downturn from pre-feasibility through
production. Now more than ever, balancing the operational with
the economic, the social and the political will be required of the
21st century mining executive. The primacy of strategic agility
has never been greater than it is today when the mining industry
is under pressure by investors to deliver short-term profits.

Managing the Shortage in Expertise

The industry’s single most precious resource in shortest supply is
also one that can be developed: expertise. Even in the midst of an
economic downturn, mining companies have consistently placed
a premium on strong technical talent in engineering, metallurgy
and project development, recognizing that those talents are key
to success. Like building a mine, however, it takes time to build
an expert. The aging of the baby boomer generation exacerbates
this manpower challenge. “We are continuing to see a graying
workforce,” says one executive. “The pool of young up-and-comers
in the business is limited. We are still in the early stages of seeing the
effects of this but we will feel it more in the coming years.”
Compounding the graying of the sector is the fact that companies
have been relatively conservative in investing in the development of
general managers. General managers have simply grown through
years of experience “on the job.” Now, as the existing talent pool
ages, companies are hard-pressed to identify immediate successors
to their seasoned general managers. “Our core business is mining,”
laments one executive, “but even in our large organization, you can
count on one hand the people who are able to effectively manage
our largest operations.”
We have to be developing the skills of our professionals on the
ground or in the field,” says an industry insider – “and doing it faster.”
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The Role of Academia and Industry in Developing the
Next Generation of Mining Executives
Given the shortage of talent, some inside the industry are
looking to universities to play a bigger role in shaping the next
generation of executives. The consensus is that there needs
to be a better blend of the academic and the practical in the
curricula. The industry has seen a significant change in the
source of mining graduates. International schools are quickly
becoming the dominant source of raw talent educationally, with
South America leading the way.
Most executives generally praise the overall quality of technical
instruction offered in the U.S. But while instruction in the
technical aspect is strong, the universities need to place greater
emphasis on business acumen as well as instilling leadership
qualities in their graduates. “There has to be more emphasis
on the broader business skills,” says one executive, reflecting
on the part that universities can play in training future mining
executives. “People are coming out of school too technically
focused.”
One way universities are adapting to the changing needs
of the industry is through curriculum design done in consult
with the mining operators and large industry groups. For
example, the Department of Energy and Mineral Engineering at
Pennsylvania State University is currently developing a program
that combines principles of business management, engineering
economics, mine design and finance. Penn State is also
initiating a dedicated center for aspiring Latin American mining
engineers where course work is combined with intense English
language immersion.

Conclusion

The mining industry finds itself at an inflection point as it enters the
coming decade: it must satisfy soaring demand while meeting the
expectations that it will conduct operations in an environmentally and
socially responsible manner. At the same time, mining companies
have to search for large deposits in remote regions where they have
not operated before, requiring that they develop productive and
sustainable relationships with local governments and communities.
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The task of balancing these sometimes conflicting priorities has
fallen to mining company executives, requiring they have a whole
new set of competencies. Along with the technical skills they bring
to the job, the 21st century mining executive must also understand
the psychology of the residents, their history and be able to address
the environmental concerns of the indigenous population. Today’s
mining executives must bring strong interpersonal skills and a high
emotional intelligence to go with strong mining acumen. Most
important, these executives must be master communicators, able to
speak to the diverse communities where they operate and to be able
to speak to internal constituents as well. At the same time, mining
executives must bring a deep understanding of markets and finance
and must also be able to balance the short-term profit drive vs. the
long-term goals of the enterprise. They also need to navigate the
certain economic downturns that will present themselves during the
course of their tenure.

“Finding executives with the
technical, interpersonal, financial
and strategic ability to lead the
industry at this critical juncture is
essential, especially today, when
scarcity of talent is becoming
more pronounced.”

Finding executives with the technical, interpersonal, financial
and strategic ability to lead the industry at this critical juncture is
essential, especially today, when scarcity of talent is becoming more
pronounced.
In order for the industry to meet the challenges of the future, several
things will need to happen. First, mining executives will need to
assess existing talent to gauge alignment to the business and the
ability to meet mission critical goals today. Second, broad-based
mining talent will need to be developed to meet the needs of the
future in areas where it does not already exist. This will require
targeted development plans that will enable smooth leadership
transitions across the organization in, among other places, the areas
of social, environmental and regulatory management. Finally, true
leaders do not lead in a vacuum. They lead by leveraging a mix of
who they are, their existing relationships and the prevailing market
dynamics around them. Understanding what they need to know to
optimize personal, team and organizational impact, both today and
tomorrow, will largely determine the success or failure of a mining
organization.
Given the complex nature of the business today and the need for
specialized talent, the stakes for companies in developing and
identifying the new generation of mining executives has never been
greater.
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