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Chinese miner comes up against the
Gulf Cartel

by Andrew Thompson

Canning House Associate Fellow

What happened?

When China’s Zijin Mining paid US$1bn in late 2019 to buy a Colombian gold mine, it was
concerned about the potential problem of competition from illegal miners. A year and a half
later, it seems to have a serious problem on its hands.

The details
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Antioquia in the Colombian Andes. In an interview

with Reuters news agency, a company executive DEL COMPLEJO
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around 150 clandestine processing centres which Antioquia \gb :
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earth. The tunnels are controlled by the Clan del

Golfo criminal cartel, also known as “The Ten”
because it takes a 10% commission on production,

as well as buying the rest of the gold with payment Detalle

Medellin
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amounted to 20% of total production. The annual production target has had to be cut to
200,000 ounces, down from 240,000, with a corresponding reduction in profits. Wang says
the government and the local municipality have provided support, but more needs to be
done. The company has sought to offer some of the informal miners contracts that would in
effect “formalise” them, but there are practical difficulties and the move is resisted by “The
Ten”. Police operations against illegal miners are limited by a lack of resources. The local
mayor says he worries other armed groups, such as the ELN guerrillas, may also try and
muscle in on Buritica.

Illegal gold mining is a major problem in several Latin American countries (including Peru
and Brazil). According to one estimate the illegal gold trade in Colombia was worth
US$2.4bn in 2015, a number which is probably now much higher, given the increase in gold
prices. In some areas illegal gold mining is more profitable than cocaine production. lllegal
mining is often associated with deforestation and mercury-poisoning of local water sources.

What does it mean?

Zijin's difficulties may discourage other investors, setting back government efforts to attract
new investment into the mining sector, at a time of rising metals prices. Wang says it is his
company and other legal businesses that end up having to pay the price for “the social and
public order situation in a territory where illegal actors can’t be controlled”.
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