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The Minerals Workforce

Is there a need to develop a NZ Minerals Skills and Workforce Strategy?

Peter Hall., Labour Market Development, Work Directions, Department of Labour, PO Box 3705,
Wellington. Peter.Hall@dol.govt.nz

Abstract

The New Zealand Minerals Industry is small but growing. Over the next 10 years it will be facing stiff
international competition for skills to support this growth, particularly from Australia who are forecasting that a
further 70,000 people will be employed by 2015.

The value of commodities mined and quarried in NZ continues to increase; and the value of coal, metals and
industrial minerals production reached $1.505 billion in 2006, an increase of 15% on 2005. Production increases
will continue .... Latest Crown Minerals statistics show that national prospecting and exploration expenditure
rose to $29.9 million in the year ended March 31 2006 — an increase of 46% from the $20.4 million spent in the
March 2005 year. The equivalent 2001 year expenditure was only $2.48 million.

The industry already experiences difficulty in recruiting the people it needs with ongoing demand for skilled
underground miners, trades people, and mining professionals.

This discussion paper will outline the national context with regard to labour, skills and training. It will suggest
options and provide an opportunity for conference participants to discuss the way forward.

Introduction
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with a forecast 75% growth in employment in the mining industry over the next 8 years.

The demand for minerals is growing strongly at a time when the public expects continuing
improvement in the standard of the industry’s performance. This will require improvements in the
skills and training of the people that work in the industry. The mining sector already pays the highest
weekly wages of any sector in NZ.

Growth in the New Zealand Industry

The value of commodities mined and quarried in NZ continues to increase. The value of coal, metals
and industrial minerals production reached $1.505 billion in 2006, an increase of 15% on 2005 values'.
The industry is growing and already having difficulty recruiting the people it needs. Ongoing demand
includes skilled miners, trades people, and mining professionals.

Coal

There is going to be high international demand for the sizable coal resource in New Zealand. The New
Zealand Coal Association estimates’;

“Coal resources in New Zealand are estimated at over 15 billion tonnes, with 8.6 billion tonnes in
the economically recoverable category. Eighty percent of that resource is in the low-grade lignite
located in the Otago and Southland areas of the South Island.”

! Crown Minerals, Retrieved 24/7/07 from hitp.//www.crownminerals.govt.nz/cms/minerals/facts-and-figures

2Coal Association of NZ. Retrieved 24/7/07 from http://www.cleancoal.org nz/main.php?page=29
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2006 was a record year of coal production with national coal production reaching 5.767 million
tonnes’, an increase of 9% over the 2005 figure.

Gold

New Zealand has been producing about 300,000 ounces of gold per year for the last 10 years
compared with less than 15,000 ounces in the 1970s. The current value of this production is about
$250 million per year. The recent increase in exploration spending is likely to see a further increase in
the future if exploration is successful. Exploration companies report increasing problems finding
experienced staff.

Aggregates

The surge in building activity has seen aggregate production for building and roads (the main uses)
increase by over 30% over the last 5 years to 35 million tonnes in 2004/05. This dropped to 32 million
tonnes (-9%) in 2005/06. Because of the depletion of existing quarries close to growing urban centres
(Auckland particularly) and development restrictions on new quarries, maintaining supplies of these
essential materials will remain a major issue for the foreseeable future.

Outlook

The industry growth is going to continue. Crown Minerals statistics show that national prospecting
and exploration expenditure rose to $29.9 million in the year ended March 31 2006. This represents an
increase of 46% from the $20.4 million spent in the March 2005 year while expenditure in 2001
reporting totalled only $2.48 million.

The New Zealand industry will not only be facing huge competition for specialist skills and labour
with the rapidly growing global mining industry but will also be facing difficulties in recruiting
standard trades people (diesel engineers, electricians, fitters and turners, drivers etc).

The boom and bust nature of the industry over the past few years creates oversupply or undersupply.
For example; as world prices increase and mining activities correspondingly increase, the lack of
mining professionals and operators becomes a problem. By the time the system catches up with itself,
often the boom is starting to break and the newly qualified batch of people are looking for
employment at the bust end of the cycle. The industry needs to acknowledge this and plan to carry a
stable workforce between boom/bust cycles (often around 7-8 years). However if economic growth in
developing countries continues (notably China, India, Brazil, Russia), demand for basic materials
(steel, cement, copper etc) will remain high and the industry will need to grow to meet that long term
increase in demand.

The problem is less obvious in quarrying as government spending on roading and infrastructure is a bit
more constant, but it does occur when governments decide to cut back from one budget year to another
on roading.

Overseas activity

In a report commissioned by the Australian ‘Minerals Industry National Skills Shortage Strategy® it
was projected that in order to meet the predicted increase in output, industry would need to employ
70,000 more workers by 2015.

3 Crown Minerals . Retrieved 24/7/07 from_http://www.crownminerals.govt.nz/cms/minerals/facts-and-figures

4 Lowery D, Molloy,S. Tan,T. (2006) The Labour Force Outlook in the Minerals Resource Sector 2005 to 2015, Report prepared for the
Minerals Industry National Skills Shortage Strategy by National Institute of Labour Studies. Flinders University Adelaide
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Table 1. Projected Employment Growth in 2015 by Occupational Structure for the Australian Minerals
Industry (Additional Number of Persons)

Occupational Group Additional workers
Labourer and related workers 6378
Semi-skilled workers 22059
Tradespersons, 26983
Technical employees 4153
Professional employees 7660
Managers and administrators 2930
Total 70163

This will affect New Zealand in the next 8 years as a proportion of Australia’s mining labour shortage
is filled by New Zealand mining personnel. The Minerals Council for Australia® reports that overseas
workers in 2005 made up 18 % of the Australian minerals workforce. A number of New Zealand
mining employees are attracted to Australia by higher wages and other benefits. In 2005, 3960 people
or 3.2% of Australia’s mining® labour force are from New Zealand.

The impact of Australia’s mining expansion programme on New Zealand is likely to be high

Globally there is going to be a huge increase in the amount of coal mining activity. The International
Energy Agency (IEA) projects that the global primary energy supply will grow 62% to 2030, and that
coal will maintain its contribution, in percentage terms, over that time. This means that coal
production will grow from the current 4 billion tonnes, to 6.5 billion tonnes in 2030.” Global demand
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The changing NZ workforce

New Zealand’s labour force is ageing. The median age of the labour force is predicted to reach 42 by
2012, increasing from 36 years in 1991. This has implications for labour force participation by the 65+
age group where it is expected that the number of those aged 65+ participating in the labour force will
triple by 2030 to 118,000 and remain stable from then on.

The number of 65+ year olds not participating in the labour force is expected to double by 2026 to
820,000 and reach 1.2 million by 2051. Employers will need to plan to manage this large group of
older people participating in the labour force.

Between the 1996 and 2001 Census the Mining workforce declined by 18%, with a 50% drop in the
under 30 year olds in the industry. Since 2001 data (Business Demographics)® indicates an increase of
35% of the total workforce to its current level of 4035 paid positions in the industry. Available data
and anecdotal feedback from the industry would suggest an aging workforce is an issue that the
industry needs to address.

g Birrell,B., Khoo,S-E., Rapson, V., Dobson, 1., (2006) Brain Drain, Brain Gain: Accessing the Required Skills, Monash University, Report
prepared for the Minerals Council of Australia

8 Includes Petroleum and Gas

7 Coal Association, Retrieved 27/7/07 from, http://www.coalassociation.org/content/files/coalcase.pdf

e Differing data collection parameters for the two datasets used for this analysis don’t allow comparison between the datasets but on their
own trends can be seen.



underground operator. Employers were resigned to the fact that skilled underground employees would
move on and observed that they were a training ground for other businesses. An exception to this
commonly voiced issue was found in one underground mining company which was not experiencing
recruitment or retention problems. Industry commented that the higher paying Australian minerals
industry was a major destination for the younger worker wanting to maximise their opportunities.

Supervisor positions were generally filled by staff who moved up through the system from the
operator level, creating a need for management and HR training. Literacy skills were noted as an issue
in one business.

g Industry, Work Status and Age Group, for the Employed Census Usually Resident Population Count Aged 15 Years and Over, 1996 and
2001, Retrieved 24/7/07 http://www.stats.govt.nz/default.htm
























