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A 2009 Perspective of HR Practices in Australian Mining

Abstract

Purpose — The purpose of this paper is to explore the idea of how HR professionals undertake
strategic, management and operational roles in mining organisations during varying economic
cycles. The discussion is primarily set in the Western Australian context.

Design/Methodology/Approach — A review of the relevant literature, an overview of mining
industry trends in Australia and an examination of HR issues in the mining industry, provide the
background for developing a case for a strategic approach using HR practices to address
challenges.

Findings — A 5-point model for effective delivery of HR in the mining industry is proposed as a
means of overcoming environmental discontinuities.

Research limitations/implications — Whilst an extensive list of research in the mining industry,
is not cited, given that the mining industry tends to operate globally and HR departments source
and deploy professional staff on a global basis, the implications for future research are more
extensive than limiting.

Practical implications — Contrary to many current practices used in mining organisations,
suggestions are made regarding specific approaches that can be promulgated to change HR
policies and procedures to assist overcoming, or mitigating, bust cycle issues in the industry.

Originality/value — Mining companies need a well organised plan if they are to balance out the
extremes of the industry’s boom/bust cycles. The model in this paper, establishing strategic

implementation strategies for HR policies and procedures, provides a direct approach to business
improvement and a direct link between corporate and mine-site HR issues.

Keywords: Mining strategy; HR objectives; HR accountability; HR implementation;
Western Australia.
Article type: Conceptual Paper

Journal: Journal of Management Development.
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A 2009 Perspective of HR Practices in Australian Mining

1. Introduction

Although mining organisations operate with a finite resource, often in remote locations,
require specialised skills, with high capital intensity and are subject to political, social
and environmental global issues, there are many internal and external factors that are
common with other industries and contribute to an organisation’s success. Hills (2008)
listed four main internal influences on businesses:

e The core strategy of the business.

e The quality of the organisation’s people and their ability to deliver the
strategy.

e The quality of leadership in the organisation.

e The quality of execution of the policies, processes and projects needed to
meet strategic goals.

All four influences involve people. Therefore, as a mining organisation’s human
resource (HR) function is about people management, its HRM division has the ability
and responsibility to make a significant contribution to the organisation’s success at
strategic, management and functional levels.

At the end of 2008, the Western Australian (WA) mining and petroleum industries
contributed 89% (AUD$74.65 billion) toward total WA merchandise exports, and 41% of
Australian merchandise exports (WA DMP, 2008). The WA mining industry contributes
significant government royalties and provides direct employment to around 70,000
people (Figure 1) and indirect employment to around 150,000 (CME, 2006). The WA
resource sector, therefore, is of significant importance to both the Australian and
Western Australian economies.

Take in Figure (1)

The mining industry is among the most technologically advanced of all heavy
industries. Nevertheless, it relies on both employees and contractors (Figure 2); in
Ednie’s (2004) terms, people to drive, create and shape the operations and technologies
that sustain production. Research by the Canadian Mining Industry Training and
Adjustment Council (MITAC) identified that, although the workforce has fluctuated
over the past decade, productivity has continuously increased. Furthermore, their
research indicates that a worker in today’s mining industry must be more versatile,
better educated and better trained than ever before.

Take in Figure (2)



In Prospecting the Future — Meeting Human Resources Challenges in the Canadian Minerals
and Metals Industry, research by MITAC (2005) indicated the following key HR
challenges facing the Canadian industry:

e aging and retirement of workforce;

e lack of labour force diversification;

e competition for workers from other industries;

e poor industry image;

e volatile business cycle;

e changing skill requirements; and

¢ need for national occupational standards and certification.

At the time, these HR issues were equally applicable to the Australian resource sector
and continue as on-going challenges.

Fast forward five years to 2009, and the global economic landscape was dramatically
different. The resource sector had been hit hard with plunging commodity prices and
falling demand. Consequently, most HR challenges identified in 2004 as being relevant
during boom years became even more critical in the bust year.

Taking cognizance of the gloomy economic landscape of 2009, how an organisation’s HR
functions can effectively contribute to an organisation’s performance is discussed in this
paper, with particular reference to the Western Australian mining industry.

2. Current HRM Challenges

2.1 Mining Industry Trends

Against a background of exceptional uncertainty, prospects for world economic growth
in the short term have been revised down markedly and the outlook is subject to
considerable downside risks (ABARE, 2008). In 2008 it was predicted that the global
financial crisis would weaken world economic growth significantly in the short term, to
around 2.5% in 2009 (ABARE, 2008) (Figure 3). Economic activity was forecast to
contract in a number of OECD countries during 2009, before a gradual recovery in late
2009, whilst adverse impacts on emerging economies were predicted to be less
significant (ABARE, 2008). Australian economic growth was forecast to be 2.0% during
2009 (ABARE, 2008) with some government statements leading to even lower growth
forecasts. Economic growth slowed to less than 1% in early 2009 but rallied later in the
year to record an overall growth of 2.7% for the year (ABC News, 2010)

Take in Figure (3)

The advent of the global financial crisis meant mining organisations had to reduce staff
numbers in order to reduce operating costs, even though there was a general expectation



they sustain production levels or grow businesses. The reducing availability of capital
in the market also curtailed many mining companies” growth plans.

The Australian economy is heavily reliant on the resource sector; employing tens of
thousands of people and contributing billions of dollars in taxes and mining royalties to
the government coffers. Therefore, the economic slowdown was expected to have a
significant affect on the Australian mining industry with associated heavy job losses and
reduced government revenue.

Australia’s main customers for energy exports are Japan and Korea, and China and
Japan for mineral exports (Figure 4). As volatility in commodity prices was likely to
continue in the short-term, mainly as a result of increased uncertainty about world
economic growth and, hence, world commodity demand (ABARE, 2008), Australia’s
relationship with these customers became even more important.

Take in Figure (4)

Attracting new entrants (professional and trade) to the mining industry has always been
challenging. The combined influence of working away from home and poor industry
image has meant that other industries have a larger pool of prospective employees from
which to recruit. Consequently, the mining industry has experienced an aging
workforce, with flow on effects in knowledge management, supervisor training,
leadership identification etc.

In September 2008, the Canadian Mining Industry Human Resources (MIHR, 2008)
Council presented what they considered to be the top five HR challenges facing the
Canadian mining sector: viz., aging workforce; growth of the sector; significant
recruitment and retention challenges; lack of a skills recognition system and limited
workforce mobility; and anticipated demand for 92,000 additional workers across all
occupational groups by 2016. In Western Australia, the projected AUD $43 billion
development cost Gorgon gas project alone (Klinger, 2009, p.1), set to start immediately,
will require “up to 10,000 workers employed during the project’s construction phase,
followed by 3,500 permanent operational jobs”.

Technological advancements in the mining industry continue as organisations strive to
improve metal recoveries and make lower grade deposits economical. Therefore,
today’s mining industry requires skilled workers who can integrate sophisticated
equipment and leading edge technology in every aspect of mining operations if they are
to remain competitive and sustainable in any economic circumstance.

Considering the challenging opportunities in light of the economic market, it is critical
that mining organisations structure their business to “get more out of what they already
have’. That is, mining companies must do more with their existing financial,
technological and human resources (Watson, 2008).

2.2 Australian Mining HR Issues

During the 10-year period 1999 to 2008 the value of the Western Australian mineral and
petroleum industry grew on average 18% per annum (WA DMP, 2008). Associated with



this growth, the WA Chamber of Minerals & Energy (CME, 2006) identified a number of
HR strategic issues for the WA resource sector - skills shortage, employee attraction and
retention, flexible workplace practices, indigenous employment opportunities and
community-regional services.

Mining industry demographics show that mass retirements will happen over the next
decade or so and a large number of skilled staff will be required to design and operate
mining operations.

Over the past five years, the skilled labour shortages in Australia have required the
increased use of foreign skilled labour (AMMA, 2009). As a result of the global
economic crisis, the Australian government has taken steps to reduce the number of
foreign workers entering Australia. This will further exacerbate the shortage of skilled
professionals required to sustain and grow the industry in the future.

Even though the number of potential applicants has increased recently, the war for
talent remains. Companies, therefore, must initiate competitive strategies to attract and
retain the talent they will need for the future. Hathaway-Smith (2009) notes that a key
priority for employees during 2009 was to develop internal talent and aid staff retention.
Furthermore, Hathaway-Smith (2009) noted that during 2009 employers must recognise
that up-skilling the workforce was now more important than ever for industries to
remain competitive. Syed (2007) discussed workforce diversity, the ageing workforce,
generational differences, talent identification and retention in an era of skills shortage.
He noted the need to motivate the workforce and increase the skills base in the
organisation for it to successfully compete globally. Additionally, Wilson (2008, p.5)
argued that “managing talent is the most challenging issue facing employers in Europe
going forward to 2015”; a situation replicable in the southern hemisphere.

During boom times, mining companies find it difficult to attract staff, even though huge
salaries are on offer. This highlights a challenge quite unique to mining; viz., attracting
highly skilled people to the remote location of most mine sites (Ednie, 2004). This issue
will remain into the future, particularly with Generation Y persons entering the job
market and not being prepared to travel (Tulgan and Martin, 2001).

The global financial crisis created considerable uncertainty in the mining industry. In
addition to the recruitment and retention issues, organisations were faced with trying to
keep staff motivated at a time when more job losses were predicted and budgets became
getting tighter.

The AMMA noted in its Activities Report (AMMA, 2009) that there is an inevitable shift
towards national health and safety regulations. This can be expected to affect how
mining companies structure some job roles in the future.

The mining sector was a major adopter of Australian Workplace Agreements (AWAs).
Whilst this helped change the mining industry from a culture of confrontation and
divisiveness to a workplace culture of collaboration where choice and flexibility are
paramount, this did little to protect workers during the downturn of 2009. The
Australian Labour Government was elected at the end of 2007 with a mandate for a new
policy agenda regarding industrial relations. The full raft of industrial relations’
changes will doubtless impact on mining employment conditions and as the IR
pendulum has swung recently the issue of workplace relations will remain high on



resource company agendas. The importance of having a robust workplace relations
system in place and measures to address capacity constraints caused by infrastructure
bottlenecks and skills shortages is highlighted by the AMMA (2009). However, it seems
that in practice SHRM has something of a blind spot in relation to industrial relations
and does not pay as much attention to it as is necessary.

3. Addressing the Challenges

3.1 A Strategic Approach

During 2008, global research by McKinsey (Astor Levin, 2009) indicated that HR
strategy-related decisions by organisation’s HR functions aim to improve efficiency or
productivity (56%), achieve cost savings (25%) or drive revenue growth (19%) within the
organisation. However, to be truly strategic, HR needs to understand the business
strategy and its implications for the function (Polyhart, 2006), as well as knowing the

strengths and weaknesses of the people and leaders who are delivering that strategy
(Hills, 2008).

Strategic human resource management (SHRM) emphasises the need for HR plans and
strategies to be formulated within the context of overall organisational strategies and
objectives, and to be responsive to the challenging nature of the organisation’s external
environment (Nankervis et al., 2008).

In the current economic environment, it is argued that a strategic approach to the
management of an organisation’s human capital is required more than ever. Therefore,
as proposed by Uysal (2008), HR professionals should have three major content areas to
effectively implement SHRM:

« traditional HR functional content (staffing, compensation, etc.);
» change management or leadership skills (communication, negotiation, etc.); and

e Dbusiness skills (ability to understand business language and function effectively as a
business partner).

3.2 Effective Practices - What Works?

Alignment between the business and human resource management (HRM) strategy is
the key factor of success for organisations according to Wylie (2005) and Wang and Shyu
(2008). These researchers found that when the HRM strategy and business strategy were
aligned, the effectiveness of HR practices and organisational performance were better
than in those organisations that were not aligned. Research based in Australia (Zheng,
Rolfe, DiMilia and Bretherton, 2007) also linked strategic HR to the organisation’s
overall strategies and identified the impact of strategic HR on organisational
performance.

A more recent study (Uysal, 2008) also explored the relationship between HR practices
and firm performance. The study found that HR practices have an impact on firm
performance and significant and positive relationships among HR practices and firm
performance. Staffing, training, compensation and promotion were found to be



significantly and positively related to both the organisational and market performances
of firms.

Astor Levin (2009) surveyed a number of Australian business leaders about the HR
trends, challenges and priorities they face in 2009; three broad priorities were identified:

» Retention Strategies.
« Downsizing or ‘Right Sizing” activity will continue.
» Organisations need to continue to invest in their people.

Key action points for HR Professionals from Price Waterhouse Coopers 11th Annual
Global CEO Survey (PWC, 2009) included:

¢ demonstrating the link between people and value;

e articulating the impact HR policies and procedures have on overall
business strategy and demonstrating, in financial terms, how the people
strategy supports the business;

o taking responsibility for effectively measuring the return on investment
delivered by the people strategy; and

¢ Dbeing seen as more than a business partner and more as a key enabler and
‘steward’ of the organisation’s key people.

Human capital can create competitive advantage as it improves learning through doing
and thereby reduces firm'’s costs (Uysal, 2008). Therefore, HR plays a significant role in
managing a firm’s human capital, which is their employees’ collective knowledge, skills
and abilities. Other kinds of capital are generally readily accessible and technology is
easily copied. Therefore, for all intents and purposes in today’s knowledge-based
economy, how a company manages its human capital is the remaining source of
enduring competitive advantage (Hebert, 2004; Kulik and Bainbridge, 2006).

Companies able to communicate effectively, significantly outperform their peers.
Highly effective companies promote two-way communication between senior leaders
and employees, and work through frontline managers and supervisors to reinforce key
messages, gather employee input and establish individual objectives that align with
corporate goals (Finney, 2008). Therefore, a communication plan on how to deliver HR
initiatives would have been beneficial in the 2009 environment.

3.3 Application to the Mining Industry

Mineral commodities are historically volatile, and boom and bust periods within short
timeframes are not uncommon. The traditional mining company approach in periods of
declining commodity demand has been to slash staff to reduce costs. However, with the
advent of SHRM the current challenge for HR professionals is to guide their
organisation in managing costs without damaging the organisation’s competitive
positioning, critical services or growth prospects.

In periods of capital constraint, reducing demand and shrinking margins as occurred in
2008 and early 2009, one simple strategy for an organisation to increase their
effectiveness is to do more with whatever existing assets and people they have.



Therefore, mining organisations must identify and retain the talent within the firm
whilst also training and developing that talent to lead the firm into the next boom.

In a downturn economy, HR practitioners need to be emphasising to their organisations
that it is necessary to do the right thing for the long-term value and sustainability of the
business. This includes recognising the link between leadership and performance, and
hence ensuring that leadership talent is retained, developed and, most importantly,
allowed to lead through the tough times (HRL, 2009).

Mining organisations must manage their human capital to create a competitive
advantage. Therefore, a goal for HR during troubled times is to harness corporate
intelligence, to ensure that mining organisations do not just downsize but they are
actually right sizing.

In response to the challenging demographics of an aging mining workforce,
organisations must launch succession planning and professional development programs
or look to recruit the right skill sets and experience.

Even though the mining industry was in a downturn, there will be a recovery and
organisations need to be in a position to capitalise when the market improves. Mining
organisations need to look at exemplar peers in order to identify strategies to attract and
retain key personnel. One such company is Badger Mining Corporation, that was
named in 2006 the “Best Small Company to Work for in America” following results from
employee surveys. Reasons for their success included:

e strong lines of communication;

e work culture with a family-orientated atmosphere;

o self-directed work teams have company decision-making responsibilities;
¢ high level of community involvement; and

¢ employee benefit offerings such as full medical, dental, profit sharing and
wellness programs.

Local Australian mining companies could have reduced some of the anxiety and
uncertainty that surrounded employment issues during the downturn by considering
these factors.

4. Discussion of Decision-Making & Ownership

Considering the environmental analysis summarised previously in this paper, the key
HR challenges facing the Australian mining industry, and potential management actions
to overcome them, are suggested below:

4.1 A Greying Workforce - Replacing Retirees

A large proportion of the current mining workforce is in the 50-years old bracket and
will be reaching retirement age over the next decade. Associated with this exodus of
employees will be the loss of specialist knowledge associated with working in the



industry. HR practitioners will need to put in place processes to make sure that valuable
knowledge is preserved and passed on to younger workers.

A key consideration with this issue will be that exiting Baby Boomers will be replaced
by Generation X and Y employees who have different values and ideals on what an
employment contract should look like (Tulgan and Martin, 2001). Therefore,
employment contracts and working environments for these new entrants will need to be
considerably different to those of Baby Boomers if mining companies are to have success
in replacing retiring employees (Tulgan and Martin, 2001).

4.2 Investing in Human Capital - Retention of Key Talent

If mining companies are to be well equipped to take advantage of the next growth cycle
then they must retain and develop their key talent. Firstly companies will need to
identify their key talent and then determine strategies to keep this talent. In an industry
that is cyclical in nature, HR professionals will need to generate a culture of loyalty in
order to keep key talent even though history shows that during downtimes mining
companies traditionally shed staff.

As specialist skill sets remain in demand, the challenge for HR has shifted from the
attraction of skilled personnel to the protection of existing labour forces. Strategies for
retaining key staff include reviews of remuneration and benefits packages (Janas, 2009),
job design and career management/planning (Wingfield, 2009), and flexible working
arrangements (Patton, 2008).

As Astor Levin (2009) comments “a balanced people strategy is needed, including fair
terms and conditions, competitive salaries, flexible work practices and learning and
development opportunities amidst a strong, vibrant and healthy workplace culture.”

4.3 Skills Shortage - Growing the Talent Pool

The industry requires skilled workers to efficiently operate their mines. Therefore,
recruitment is a key challenge, particularly when the mining industry is competing
against other more attractive industries for skilled workers.

Attractive packages to persuade workers to join the mining industry need to be
developed. Total remuneration will need to consider benefits in addition to salary such
as reduced rosters (more time at home), training to broaden skills and mining camps
with more of the comforts of home.

During the boom there was global movement of skilled workers, with Australians
viewed as highly valuable staff. One strategy to improve recruitment and retention
rates may include targeting ex-pat Australians to return home.

There is still limited awareness of the diverse employment opportunities available and
the highly specialist skills required to work within the mining industry. Recruitment
strategies should take into consideration the requirement to educate young people of
these opportunities.

With the increasing unemployment rate, the pool of skilled talent has increased;
however, it would be best for mining companies to use the opportunity to recruit those



skills and talents that they need to meet the business objectives rather than just any
available person. Thus, recruitment will become much more strategic and targeted.

4.4 Up-skilling the Workplace - Training & Development

The knowledge gap that will be created once experienced personnel start retiring will
need to be managed, either through recruiting other skilled workers or by training and
developing existing talent.

Training and development of existing staff will need to be maintained as the mining
industry continues to implement new technologies. For example, the introduction of
remote mining techniques (such as autonomous haul trucks) will reduce the safety risk;
however, the level of training required for truck drivers will considerably increase.

Australia’s main export customers for resources are Japan, China and Korea (Figure 4).
It is likely that individuals with experience in dealing with these countries, and can
speak the local language, will become highly sought. Alternatively, training and
development programs structured around understanding the resource sector customers
may be advantageous in seeking a competitive advantage.

4.5 Optimising Human Capital - Keeping Staff Motivated

Downsizing in the mining industry continued during 2009 as mining companies felt the
brunt of sustained lower commodity prices and reduced demand. The threat of job
losses surrounding existing mining workforces provided a challenge for HR in
maintaining staff morale whilst also motivating employees to ‘go the extra yard” for the
organisation.

Mining companies needed to communicate the reasons for staff redundancies and
budget cutbacks and engage their staff in decisions going forward in order to generate
trust amongst their remaining workforce so that they could remain competitive once the
economy improved. There was a need for HR to work on making the workplace vibrant
and with a culture that encouraged employee commitment.

For example, BHP Billiton’s Human Resource Strategy is outlined in their Sustainability
Report (BHPB, 2008). They state that “people are the foundation on which all activities
rely and to be successful, we must identify, recruit, train, develop and retain a talented,
diverse, mobile and motivated workforce.” BHP Billiton’s HR Strategy connects their
values, culture and business requirements to the way they manage their people and
assess their HR performance.

The question on who should own the HR function is open to debate. Over the past
decade mining organisations have outsourced many functions that were traditionally
provided by corporate level - such as engineering design, IT support, recruitment and
training. Largely, this structural re-organisation was driven by cost reduction objectives;
however, there is an element of good business practice in the move to outsource non-
core functions. The argument revolves on how much of the business can be left to other
organisations that have their own objectives? HR has not been immune to downsizing,
with many mining companies now containing very small HR departments whilst
outsourcing many traditional HR functions.



Therefore, in the current market it is very unlikely that HR departments will increase;
therefore, they will generally contain a small team of professionals. The most
appropriate process will be for HR departments to provide the strategic HR objectives in
order for mining companies to meet the business goals whilst also providing clear
guidelines on what HR functional support is required by line managers as suggested by
Kulik and Bainbridge (2006). Often line managers are in the best position to plan and
deliver HR objectives for their teams, however, as they are not trained in HR they
require well written and concise instructions as well as access to HR professionals for
guidance in order to deliver the strategic intent of the HR policies.

The case has been put forward for a commitment to employee development and
retention during troubled times as investment in human capital is fundamental to
organisational success. As there will be strong opposition from an organisation’s
financial department to reduce the funding allocated for HR functions, the overall
ownership of the organisation’s HR Strategy must be retained at a corporate level. HR
practitioners in the corporate office need to communicate the business benefits of good
HR at board level and must measure and monitor performance indicators to justify
maintaining HR expenditure.

In summary, the delivery of HR practices should be by joint decision-making between
corporate and operations, and between HR practitioners and line managers. However,
corporate HR departments must own and be accountable for the organisations” HR
Policy, Plans and Procedures but also provide line managers the necessary training,
guidance tools and “help desk’ to deliver HR programs effectively.

5. Summary & Conclusion

Organisations generally have three types of capital available to sustain and grow their
operations - financial, technological and human. In the current market, financial capital
is difficult to access, and research and development into further technological
advancements is also cost constrained. Potentially, this leaves an organisation’s human
capital as the one item that an organisation can manage and mould to provide a
competitive advantage that will ensure the survival of the organisation and also set the
organisation up for success when the commodity cycle eventually turns full cycle again.
In this paper it has been argued that the human resource function is vital to the effective
management of human capital. A structured and strategic investment in an
organisation’s people will provide the foundation for a mining company to lead the
industry through into the next decade.

Undoubtedly, employers now have the upper hand in the war for talent; however, as
Humber (2009) states, “employers should not take a respite from HR programs as the
business case for good HR was not solely built on competing for talent”. Good HR is
also about motivating employees, keeping them engaged and increasing productivity.
Solid HR practices contribute to the bottom line, regardless of economic conditions
(Humber, 2009).

The key HR challenges facing the West Australian mining industry during 2009 and the
next few years are considered to be:

¢ A Greying Workforce - Replacing Retirees



e Investing in Human Capital - Retention of Key Talent
e Skills Shortage - Growing the Talent Pool
e Up-skilling the Workplace - Training & Development
e Optimising Human Capital - Keeping Staff Motivated
HR strategies to tackle the above challenges have been presented in this paper.

Western Australian commodities make up a significant portion of global commodity
trade (Figure 5). Western Australia’s sophisticated mining techniques, highly skilled
workforce, reliable production, high quality commodities and low sovereign risk mean
that Western Australia is in an excellent position to capitalise when the global economy
fully recovers. Effective management of the mining industry’s human capital by
industry bodies and tertiary institutes also will provide a competitive advantage over
other countries.

Take in Figure (5)
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Figure 1 — WA Mining Employment 1987 - 2008 (WA DMP, 2008)
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Figure 2 - WA Mining Employment Jan-03 to Jan-09 (WA DMP, 2008)
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Figure 3 — Economic Growth Forecasts (ABARE, 2008)
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Figure 4 — Australian Export Markets 2007-08 (ABARE, 2008)
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Figure 5 — Western Australian Commodities (WA DMP, 2008)
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