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Verbal description

Profitability in the South African Platinum sector is spiraling downward as a result of the negative affects 
of a number of factors pertinent to the industry. This has seen the industry weaken in terms of profit and 
sustainability, a trend that is unlikely to be reversed in the medium to long term. What factors interact to 
cause this downward spiral? The decline is largely driven by the global recession, and resultant reduction 
in demand for platinum, particularly in the eurozone. Furthermore, an over-supply from a surge in scrap 
metal supplies, combined with flat demand overall, and soaring input costs associated with mining 
operations, driven in turn by rising electricity costs, and exasperated by falling productivity at mines due 
to illegal strike action, weigh on the industry. These are structural, and not cyclical changes in the 
industry,  meaning that they are unlikely to normalize automatically, and are producing an overall 
dampening of investor confidence. 

Behavior Over Time graphs (BOTs)
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Model - Systemic Reasons for the Decline of SA’s Platinum Mining Sector

!

Explanation

The South African Platinum Sector is being impacted by number of endogenous and exogenous variables, 
that are negatively affecting the sector’s profitability. Firstly, the negative growth levels of the 
international economy, a result of the global recession, are slowing global demand for platinum. While 
demand for platinum has been resilient compared to other metals, and global demand ought to have 
driven productivity up, and in turn driven supply levels upward, in the context of SOuth Africa, 
increased labour unrest have dampened the productivity levels of platinum mines. As productivity slow 
and supply levels dwindle, the profitability of the sector has been eroded, having the knock-on effect 
affect of harming consumer confidence, already weakened by increased labour unrest. In addition to 
weakened supply’s negative effect on profitability, the sharp increases in electricity costs have driven up 
the input costs of mining operations in general, in so doing lowering profitability further. As lowered 
profitability persists, the deficit between demand levels, and weakened supply from mining operations, 
has been met by increases in supply from scrap metals. Overall, the platinum sector is suffering from 
systemic deficiencies compounded over time as the negative effects of labour unrest and the rising input 
costs of mining reinforce one another to weaken the sector. 
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