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Mirel Rusu, managing director at URB Mining Logistics Consulting, explains the top 10 
common errors that mining companies make in the area of logistics and supply chains 

1. Underestimating the importance of logistical assessments early on the 
mining project life 

 
Indeed, many miners tend to spend almost all time and effort on resource definition and funds 
gathering, forgetting that without a feasible logistical solution there is no project. Most of the 
Australian junior miners are guilty of this error and have stumbled on this hurdle. 
  

2. Underestimating the importance of the geographical characteristics, climate 
and rain patterns 

http://www.miningmagazine.com/panorama


 
The geographical location of the project as well as the climate and rain pattern understanding 
are essential - not only for a robust mine operation, but for managing the supply chain as 
well. The US$3.95 billion Rio Tinto write-off of the Mozambican coal enterprise in Tete in 
2013/4 was in a large proportion the direct result of lack of understanding that the Zambezi 
river was not suitable for barging due to environmental and climate issues. 
  

3. Use of engineering companies to evaluate, assess and quantify the elements 
of the supply chain when transport infrastructure is present in the vicinity of 
the new mining project 

 
While most of the engineering companies are quite able to design and execute transport 
infrastructure projects, it’s rather improbable that they have logistics and supply chain 
specialists on their books with bulk haulage operational experience. When transport 
infrastructure is available in the vicinity of the project, someone with logistical operational 
experience is much more valuable in assessing the capabilities and drawing up robust 
operational plans than a civil engineer. 

4. Failure to understand the ‘capacity’ term 

 
‘Capacity’ is often a misunderstood term. It is the attribute defining capacity which 
determines the practical capability. There are significant differences between: theoretical and 
practical capacity; nominal capacity; peak capacity; project capacity; and average capacity. 
For instance, the practical capacity on rail is between 60-75% less than the theoretical 
capacity (Kraft, 1982). 

5. Lack of understanding of the transport infrastructure legal and technical 
limitations 

 
Around the world, and even between the Australian states, there is a significant difference 
between the allowed mass per axle and truck configuration, for instance. Assuming one can 
run road trains on public roads anywhere other than Australia is a common error some project 
managers make when assessing internationally located projects. 

6. Failure to use competitive market forces when negotiating service 
agreements 

 
One of the most common errors is to have quotes from a service provider only. It tends to 
happen as the project managers are rushing through the logistical assessments to deliver the 
(pre)feasibility studies results to senior management in time. Happy to get ‘a number’, the 
project managers would take this as a given and fail to discuss with competitive forces in 
order to assess other options. This happens often as the project managers are engineers by 
trade and have no commercial bones in their body. 



7. Lack of experience in negotiating haulage service agreements can lead to 
unbeneficial clauses being agreed upon 

 
While the service providers have negotiated and agreed upon a significant number of haulage 
agreements and are experienced operators, for most of the junior miners it is a one-off 
experience. Often during the first years of operations, the miners realise that while they 
agreed to pay fines for late loading or product availability, there is no reciprocity for late train 
arrivals or late unloading on the part of the service provider. 

8. Underestimating the role of supply chain stakeholders, their interests, their 
potential issues and their capacity to undermine the viability of the mining 
project 

 
Transport infrastructure owners, service providers, government bodies and the miners have 
different KPIs, timelines, agendas and leverage. The miners often don’t understand the 
dynamics of the bulk products supply chains, ending up frustrated because ‘there is no 
understanding’ from the other parties involved. Ensuring clear and honest communication 
channels is the key to integrate the miners into a complicated supply chain. 

9. Lack of procurement optimisation tools 

 
Some of the miners elect to procure the transport assets by themselves in order to cut costs in 
the long term rather than rely on the service providers. Most of the assets are larger ticket 
items and this can be an excellent idea, as long as the options are appropriately evaluated and 
negotiated. Getting the various options to a common denominator through an optimisation 
tool like Solver could save significant capital. 

10. Reluctance to engage or employ specialised logistics and supply chain 
personnel 

 
Most of the mining executives with a background in earth sciences or finances fail to 
understand the importance of a robust logistical assessment of the project. Around the world, 
billions of dollars are sunk in resource definition prior to investigating a robust and cost 
effective logistical solution. Common knowledge is not enough to find the solution; there is a 
need for a specialised workforce.  
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