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industry view
The greater fool theory is based on 

the perception that a fool would pay 
the asking price, as long as there is a 
perception the buying fool would find a 
greater fool to sell to at a profit. The greatest 
fool of them all is the one at the end of the 
chain – no surprise there.

The theory has nothing to do with the 
demonstrated value of the product or 
service, but has all to do with the perceived 
value.

How many of the investors, financial 
advisory firms and banks involved in the 
mining projects are greater fools? 

I don’t have an answer to the above 
question but what I do have is the result of an 
analysis I’ve undertaken in the last months. 

After participating and presenting at 
Mines and Money London, in December 
2015, where my message highlighting the 
importance of proper outbound logistics 
studies in the case of mining projects at the 
scoping and prefeasibility stages bounced 
off preconceived ideas, I’ve decided to look 
into the way the mining projects are 
presented to potential investors.

In London, I was intrigued by the lack of 
details related to the outbound logistics costs 
in the project presentations by the mining 
executives, to whom colourful drilling 
diagrams and beautiful mineralisation 
drawings seemed to be more important 
than the presentation of the key estimated 
CAPEX and OPEX of the project. With 
operating logistics costs amounting for up to 
80% of the total operating costs for some 
bulk commodities, I would’ve expected at 
least some relevant numbers to be shown to 
an audience largely made of investors. 

I was wrong. Nearly none of the project 
presentations contained the numbers related 
to the activity of outbound transport, storage 
and stockpile management of the product.  

Intrigued, I decided to look deeper into 
how the logistics and transport infrastructure 
costs are represented by the executives in 
their presentations and stock exchange 
announcements. 

My analysis covers 100 projects of 
ASX-listed miners and had the logistics and 
transport infrastructure costs divided in four 
categories: ‘no mention’; ‘no costs but 
proximity to transport infrastructure stated’; 
‘logistics costs bundled with other costs’; and 
‘logistics and transport infrastructure costs 
stated clearly’. 

From the 100 projects, 28 of them had no 
mention of the logistics related costs; 42 
stated no logistics costs but mentioned 
“close to transport infrastructure”; 8 had the 
logistics costs bundled together with other 
costs, such as marketing and administration; 
and only 21 had the logistical and transport 
infrastructure costs clearly spelled out. 

As for the stage of project development 
from the 100, it turned out a fairly even 
spread between the four categories: 28 were 
at pre-scoping stage; 27 cleared the 
scoping stage; 22 cleared the prefeasibility 
study level and 23 cleared the definitive 
feasibility study level.

43 of the projects reviewed were targeting 
base metals, 14 were iron ore projects, 11 
graphite projects, 10 potash/phosphate, 6 of 
each lithium and mineral sands, and 5 coal 
and rare earths projects.

As for the geographical distribution: 56 
were in Australia (no surprise here as the 
miners are ASX listed), 20 in Africa, 12 in the 
Americas, 10 in Asia and 2 in Europe.

This basically means that for 79 projects 
out of 100 an investor looking at the 
presentations would have no clue of how 
much the logistics costs would actually be. 

Nearly all failed or underperforming 
mining projects have a greater or smaller 

root cause in either treating superficially the 
logistics operations and the transport 
infrastructure or ignoring it all together. 

It is not enough to perceive the logistics 
issues as being solved if the project is ‘near’ 
existing transport infrastructure. Sure, it is better 
than being thousands of kilometres away 
from any existing infrastructure but most of 
the existing infrastructure was built without 
taking into account project type and large 
volumes of bulk products. Issues related to 
the practical capacity, impact on the 
infrastructure maintenance costs, access 
and potential disruptions of the existing flows 
bear a cost that for some mineral 
developments may turn a project otherwise 
profitable into a losing money venture. 

What the senior management of the 
mining companies need to understand is 
that it is never about the technological 
capabilities to transport, store and handle 
large quantities of bulk products. We can 
move nearly anything anywhere and in any 
form required; there is no doubt about this. 
The issue is: at what cost? 

Understanding these costs and identifying 
the logistics potential hurdles in the earlier 
stages of the project development is 
paramount for both the investor and the 
project developer. It would be rather foolish 
to continue to sink millions of dollars into 
exploration and metallurgy studies if the 
numbers don’t stack up from a logistical 
point of view. 

The miner who doesn’t offer a 
comprehensive view of the project’s logistics 
and supply chain makes him a fool, but if the 
investor doesn’t ask for it, then guess who’s 
the greater fool?
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