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Abstract

From transportation to infrastructure, from energy to information technology, mining
makes a significant contribution to society. It also impacts the lives of millions of people living
in regions where mining occurs. Today, an increasing number of individuals and groups have
earned a legitimate right to be considered as stakeholders in projects affecting their
communities. This has given rise to mining-community conflict and is forcing companies to
reconsider the approach to earning and retaining social approval. Global mining leaders have
been working to implement policies and practices aligned with corporate social responsibility
(CSR) tenets yet conflict between mining companies and the communities that host extractive
operations appears to be growing.

This research seeks to quantify incidents of mining-community conflict and test a theory
that reframing CSR to create shared value could deliver financial returns to mining operations
while advancing economic and social conditions in associated communities. It is suggested that
the UN 2030 Sustainable Development Goals (SDGs) provide a context for reframing CSR as a
strategic business imperative. A new model of engagement is proposed that places the SDGs at
the centre of mining-community engagement to align mining with the values of society and
rebuild the sector’s current trust deficit.

A multi-method research approach is used. The quantitative portion analyzes mining
community conflicts from 2012 — 2015 as reported in the international media. Media coverage
was hand-coded using a system adapted from conflict literature, and a document analysis of a
sub-set of the conflict situations was employed to explore the results. A qualitative, theory-

building case study investigates collaboration between personnel at the Cerro Verde Mine and



regional stakeholders to address regional water supply issues and develop a strategy with
parallel goals: improving operational performance while delivering tangible social benefits.
The research seeks to contributes to CSR as a management strategy. The findings
confirm there is both monetary and reputational value to investing in core social needs that
intersect with business interests. A new model to build trust in mining and advance progress
on the SDGs is proposed, and a concept presented that places CSR approaches within life-of-

mine stages.



Lay Summary

Mining makes a valuable contribution to society but it can also impose adverse impacts
on people, the environment, and nearby communities. This has frequently given rise to mining-
community conflict and is forcing companies to reconsider the approach to earning and
retaining social approval.

The first part of the research looks at situations of conflict and identifies common
causes of mining-community tension. The research then moves on to consider how mining
companies and communities might work together to advance the United Nations 2030
Sustainable Development Goals. To illustrate the potential in working collaboratively, the
research investigates a case from Arequipa, Peru where mining personnel and regional
stakeholders worked together to address water supply issues.

The research concludes that the UN 2030 Sustainable Development Goals provide
mining companies with an opportunity to rebuild trust and create a social responsibility

strategy that improves operational performance while delivering tangible social benefits.
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Chapter 1: Preparing to Advance the Cause

1.1 Introduction

From transportation to infrastructure, from energy to information technology, mining makes a
significant contribution to society. Industry proponents like to suggest that if a product is not
farmed, it must be mined. Yet the value mining offers frequently does not offset the impact
the industry has on the lives of millions of people living in regions where mineral extraction
occurs. Mining was once valued for the jobs and opportunities it created. In the past 15
years, increasing opposition to mining at the community level has been documented (for e.g.
Hilson, 2002; Davis & Franks, 2014, Kemp, 2010). Scholars have expressed differing opinions
about the drivers of conflict. Some believe communities today are more empowered and
better positioned to demand a fair share of the benefits generated by mining (Hodge, 2014).
Others remain concerned that procedural fairness can be challenging due to the power
imbalance that can exist between multi-national mining companies and communities,
especially indigenous peoples living in areas where resources have not previously been
developed (Hamann, 2014). While the causes of conflict can be complex and interwoven,
there is agreement that an increasing number of individuals and groups have earned a
legitimate right to be considered as stakeholders in projects which affect their communities.
For this reason, this research is situated within stakeholder engagement theory, which
endorses the idea that creating value for stakeholders also creates value for shareholders
(Freeman, 2010).

The notion that business should add value to society is endorsed by many scholars yet

there are divergent views on how to create that value. A central consideration of this research

1



is to determine if a more strategic approach to CSR could enhance business outcomes for
mining companies while improving economic and social conditions in associated communities.
Strategic CSR is defined as actions that support core business activities to yield business related
benefits to the firm (Burke & Logsdon, 1996). This “win win” approach to company-community
relations is proposed to address a question that intrigues both scholarly researchers and those
involved in applied practice: does it “pay” to deliver CSR programs?

In seeking to further the discussion on this important topic, it is suggested that the
announcement of the UN 2030 Sustainable Development Goals (SDGs) in September 2015,
provides a context for reframing current approaches to CSR, and establishing CSR as a
strategic business imperative. To date, there is little scholarly research on the
implementation of the SDGs, but one of the lessons learned from the delivery of the
Millennium Development Goals, the precursor to the SDGs, is the importance of private sector
participation. Sachs (2012) has argued that the private sector must be “crucially engaged”
from the start of SDG implementation and provide leadership to secure the ambitious targets.
Management theories can be applied to address the SDGs by providing insight to how the
SDGs can be addressed or by identifying the impact of the SGDs on business (George, Howard-
Grenville, Joshi & Tihanyi, 2016). Of relevance, addressing the sustainability agenda of mining
has been recognized as a challenge of global significance (Moran, Lodhia, Kunz, & Huisingh,
2014), which suggests the potential for alignment with the SDGs.

The key question investigated in this research is: if mining companies and impacted
communities work together to identify mutual needs, and collaborate to address those

common issues, will this shared approach to problem solving reduce conflict and position CSR



as a strategic business imperative? A multi-methods research approach, employing sequential
guantitative and qualitative approaches, is used to investigate three hypotheses:

1. Increasing incidents of mining-community conflict are resulting from a failure on the
part of mining companies to meet community expectations for sustainable outcomes.

2. Traditional corporate social responsibility programs, grounded in philanthropy and
other forms of transactional stakeholder engagement, contribute to trust building but
are not necessarily effective at reducing mining-community conflict.

3. Itis possible to find “win win” solutions by augmenting standard philanthropic and
performance optimization measures with CSR policies and practices that resolve
problems shared by both company and community.

This work has academic relevance to literature on CSR as a management strategy.
For this research, a case study that investigates one company’s efforts to make a business
decision with sustainability at its core is examined. The case aligns with SDG #6, which seeks
to ensure access to clean water and sanitation. The intersection of water governance and
water stewardship? is a topical issue, especially in resource-rich countries such as Peru, which
are vulnerable to the impacts of climate change (Budds & Hinojosa, 2012). It is also an issue

relevant for both mining companies and communities that host extractive operations (Kemp,

2 The World Wildlife Federation defines water stewardship as business understanding the risks they face from
water scarcity and pollution, and collaborating with governments, other businesses, NGOs, communities, and
others to protect shared freshwater resources to help ensure water is managed sustainably, as a shared, public
resource. http://wwf.panda.org/what we do/how we work/our global goals/wter/water management/
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Bond, Franks , & Cote, 2010), and has implications for sustainability discussions (Prno &
Slocombe, 2012).

The research question also has great relevance to me given my background as a
sustainability practitioner. | grappled with the subject during my tenure as director of
corporate social responsibility for a company building a new mine in a region of Canada
known for the polarized views on resource extraction held by indigenous people and non-
indigenous stakeholders. The following section outlines the story of the journey from mine

approval to commissioning to frame the research approach and questions being investigated.

1.2 The Mount Milligan Journey
On October 8, 2013, | joined members of the construction and operations teams, the Board of
Directors, invited guests from government, the community, local First Nations, mine suppliers
and contractors, and members of a community sustainability committee, to officially
commission the Mount Milligan copper-gold mine in north-central British Columbia. After 22
months of construction, we — the project management team — were about to hand off
responsibilities to our operational colleagues and declare our job a success. Against some
considerable odds, we built the first major new metals mine to be opened in British Columbia in
more than a decade, brought the project into production on schedule, and we did it while
accumulating more than five million hours without a Lost Time Incident (LTI), and without any
work stoppages due to community protests or labour unrest.

The path to that day in late 2013 began back in 1984 when local Fort St James
prospector Richard Haslinger staked a claim about eight kilometres (km) from Mount Milligan,

or 350 km northwest of Prince George. The claim would change hands several times before it



was acquired in 1990 by Canadian mining giant, Placer Dome. Placer initiated work on a gold
mine development plan but shelved the project in 1992 due, in part, to falling commodity
prices. Another decade passed before the property was bought by junior-mining company,
Terrane Metals. In 2009, Terrane secured federal and provincial environmental approvals for
the construction of a 60,000 tonne per day (tpd) mine with a projected capital cost of S950M.
Terrane then entered discussions with Thompson Creek Metals, a mid-tier molybdenum mining
company looking to diversify its operations. In November 2010, Thompson Creek closed a
S650M deal with Terrane Metals, acquiring the Mount Milligan asset.

As the project management team for the mine development came together, interviews
were held for a position to support company efforts to earn its “social license to operate” (SLO).
The phrase was coined by Jim Cooney, a former executive with Placer Dome who worked on
the Mount Milligan project back in the 1990s. The term itself has been criticized but the
concept is valid. A SLO means projects have both regulatory approval as well as effective
relationships with local community officials and residents. On this occasion, the intent of
earning the “social license” was clear: get Mount Milligan into production on schedule with no
polarized opposition.

Two members of the Mount Milligan team came to Thompson Creek from a mine
development project in Latin America. That project had encountered considerable social
opposition as it transitioned from planning and permitting to the start of construction. Having
found themselves the object of community derision, and in a period of violent mining-
community conflict, they wanted to avoid community confrontation in British Columbia. As

Thompson Creek began to plan for Mount Milligan’s construction and operations, the objective



was to maintain the trust and credibility earned by previous project owners and to secure a
reputation as a valued partner in the region where the copper-gold mine would be located.

The idea of a project team willing to assess risk not only through the lens of legal,
financial, and operating risk but also through the lens of reputational risk was intriguing, and
the commitment to engaging stakeholders was refreshing. | signed on to the team, taking a
role that would grow to include all of Thompson Creek’s Corporate Social Responsibility (CSR)
planning. | was there from the start of construction at Mount Milligan and stayed through to
commercial production. The experience sharpened my interest in undertaking a PhD. While
our project was considered a success by many, | became interested in investigating what mining
companies could do to advance sustainable development. In particular, | wondered if mining
companies could change their approach to social responsibility. Was there a way mining
companies could deliver long-term value to both the business and to the communities that host

mining operations?

1.2 The Challenge

Commissioning a greenfield mining project on schedule has increasingly become a “stretch”
goal -- one that mining companies aspire to but struggle to achieve. A Goldman Sachs (2008)
study examined 190 projects and indicated the time to develop mining projects had nearly
doubled in a decade. Non-technical risk (NTR) accounted for 50 per cent of delays, with
stakeholder-related risks the largest single NTR cause cited. Environmental consultancy, ERM,
built upon the research by considering projects intended to come into production between
2008 — 2012 where, once again, lack of social acceptance, was cited as the leading cause of

project delays (ERM 2014). The challenges experienced in many jurisdictions of the world



might be considered as “foreign” in Canada, a country with a stable political environment and
good governance. But in British Columbia there was reason to be concerned. Unlike many
parts of Canada, British Columbia is a jurisdiction of mostly unsettled land claims. This
underlies complicated relationships with the region’s First Nations, especially in areas such as
Mount Milligan where the Crown has recognized one nation’s title to land traditionally used by
another. In addition, the province is the birthplace of Greenpeace, one of the best known of
the leading global environmental non-governmental organizations (ENGOs). ENGOs’ ability to
mobilize constituents and popularize issues of concern was refined in the 1990s during British
Columbia’s “War in the Woods”3.

A further challenge to Mount Milligan was that under the previous provincial
government there appeared to be an undeclared moratorium on mining in British Columbia.
The years from 1991 — 2001 when the New Democratic Party (NDP) ruled the province has been
called the mining sector’s lost decade, a period when NDP policies “sparked a decade-long
exodus of mining and exploration dollars from the province” (Bennett, 2014). This meant
community knowledge about mining and its social and environmental impacts was based on
experience from the 1990s or earlier.

The three years between the initial meeting with the project team and the day of
Mount Milligan’s opening presented many challenges. We did commission on schedule, but

not on budget. The original capital cost of $950 million ballooned to $1.6 billion, while falling

3 The biggest environmental protest in Canadian history. The months-long blockade of logging operations in the
Clayquot Sound on the west coast of Vancouver Island made international headlines, resulted in the arrest of more
than 800 people, and halted the clear cutting of old growth forests, which had been common logging practice.



commodity prices contributed to a decline in the company’s market capitalization from $1.5
billion in 2010 to less than $400 million in 2013, and even lower in subsequent years. We lost
good people to other projects and companies, we struggled to manage expectations from both
internal and external stakeholders, and we were frustrated in our efforts to conclude an Impact
Benefit Agreement (IBA) with one of the local First Nations. We tried communications and
engagement tactics that worked well, a few that failed, and we were reminded of the adage
that you can rarely satisfy all the people all the time. Polling suggests we had community
support, and we faced no polarized opposition, so it seems reasonable to claim we had
succeeded in efforts to manage potential risk to the mine development and had gained a

“social license to operate.”
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Figure 1.1 — Slide from the author’s personal archives showing results from community polling conducted to assess public
perception of trust levels for Mount Milligan Mine. Polling respondents were residents of the two communities in closest
proximity to the mine: Mackenzie and Fort St James. Respondents were asked to indicate their agreement with the following
statements: Mount Milligan operates in an environmental sound manner; Mount Milligan communicates effectively within
your community; The project is managed by people you can trust; The company is responsive to community concerns. Results
were compared year-over-year with N=2011 (250) and 2012 (293). In 2012, results were reported by community as opposed
to an aggregate number. This was done to determine if trust levels were comparable in the two communities.



The most significant challenge that | faced was attempting to change the approach to
CSR. In common with many other sectors, mining companies tend to adopt a traditional
approach to CSR with a focus on philanthropy. This usually results in investments in causes
important to someone in the organization or in the community. Redistribution of wealth in this
manner is valuable and should not be discounted. However, while there will always be a role
for this transactional approach to CSR, community donations treat social responsibility as a
sunk cost and, when times are tough, as they were during the building of Mount Milligan, CSR
budgets and staff are often cut to protect the company’s bottom line. There are two additional
challenges associated with philanthropic investment: one is that such policies can leave the
company open to allegations that it is attempting to buy community favour; and the second is a
view that it is not socially responsible to redistribute wealth that has been created by
irresponsible practice (Horisch, Freeman, & Schaltegger, 2014). This is an allegation frequently
levied at the mining industry, which has earned a negative reputation for its adverse social and

environmental impacts.

1.4 From “Tried and True” to New

When | started working with Thompson Creek, | felt Mount Milligan offered an opportunity to
consider an approach to community relations and CSR that moved beyond philanthropy. |
understood that goodwill investments are often the easy choice for mining companies looking
to secure support, and these sorts of investments can begin to build trust with new
stakeholders. Many communities in the Mount Milligan socio-economic region have significant
needs that they are hard pressed to finance. Local service providers encouraged investment in

daycare and medical clinics. Sports groups advocated for recreational facilities and



sponsorships for travel. Municipal leaders felt the mining company could address a regional
housing shortage or provide funding for capital projects. All worthy causes. There is a definite
appeal to investing in community wish lists: the resulting project is tangible and the community
(and company representatives) can visit it, use it, and know that it was built by, or purchased
with money from, a specific company. Yet | felt this “tried and true” way of buying support had
created an unfortunate legacy: communities can subsequently struggle to finance the
operating and maintenance costs of donated equipment and facilities. Four examples are
offered to illustrate the conundrum that can be created when assessing the value of CSR

initiatives.

1.4.1 The Zamboni

One of the community investment requests we received at Mount Milligan was to replace a
local town’s ice arena cleaning machine, known as a Zamboni. The Zamboni had been donated
by a previous corporate sponsor. The machine was not very old but was not working. Some
research suggested that the machine, if properly maintained, should have lasted much longer.
Further investigation revealed that the nearest maintenance shop for the Zamboni was
hundreds of kilometres away. The Zamboni was not working because it had not been properly

maintained. Buying the town a new Zamboni did not seem to be a wise investment.

1.4.2 The Cell Tower

It is important to note that there are significant opportunities for companies and communities
to develop infrastructure that benefits both parties. For example, infrastructure that provides
benefits to both mining company and community is the focus of a case study discussed in detail

in Chapter Five. At Mount Milligan, we explored options for shared infrastructure and managed
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to deliver several small projects. In one case, we contracted a supplier to install a cell tower to
provide phone and internet service to the mine site and mandated that the tower also provide
coverage on the forest service roads (FSR) in the region. (Driving conditions on the FSR were
often a considerable risk: from limited visibility in the winter due to snow, and from dust from
logging trucks that can make it impossible to see oncoming traffic during large parts of the
spring and summer). In addition to the convenience of being able to remain within cell service,
it could be argued that regional emergency response was enhanced by having cell coverage of
the road network. We felt this shared infrastructure added value. As we did not publicize our
role in securing cell coverage for the FSRs, the communities did not necessarily realize the
company’s role in the provision of this infrastructure. In other words, there was no associated
“value” for the provision of the infrastructure. Nevertheless, ensuring that the cell tower had
capacity to serve the community as well as the mine site was the responsible thing for the

company to do.

1.4.3 The Recycling Centre

An example of traditional philanthropic investment was the decision taken by the previous
mine owner’s community relations team. Finding there was some community funding
remaining in the budget at the end of the year, the team decided to donate money to a
community wishing to build a recycling centre. There was no question this would be a useful
facility for the community. Yet, the donation represented exactly the type of infrastructure
investment | was advocating we avoid: infrastructure based on community wish lists and where
ongoing operating costs and maintenance may impose a financial burden on the host

community. Nevertheless, the investment was made. Less than a year later the recycling
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centre burned down. The centre was rebuilt by the community, creating an opportunity for the
Mount Milligan team to consider ways to make a different kind of contribution. At the time,
there was no potable water at the construction site and the 1000-person work crew was
generating thousands of empty water bottles every month. We donated these bottles to the
new recycling centre and used the $300 - $1000/month of returned bottle deposit money to
support local community groups. This created a stream of revenue that further funded our
community investment program®. Our environmental engineer then proposed a further form
of support. Trucks delivering materials to Mount Milligan were returning empty to Prince
George, where the regional recycling sorting depot is located. We spoke to the trucking
companies and determined we could negotiate a back-haul fee —a minimal cost that the
company and recycling centre could share — to incentivize the trucking company to have empty
vehicles stop in the local community. The trucks could pick up the centre’s recyclables and take
the materials to the regional sorting centre. Not having to pay transportation costs, typically
calculated based on the weight of the recycled material, would represent a significant cost
saving for the local recycling centre. For the company, supporting the back-haul route, and
associated cost, meant we could contribute to fewer truck trips through the community,

reducing both environmental and social impacts.

4 The community investment program had terms of reference, funding guidelines and an application form that
could be accessed in the company’s community offices, from a member of the community sustainability
committee or via the project website, which received an average of 5000 unique visits each month during
construction.
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1.5 The Healthy Communities Legacy

| felt optimistic that we would be able to work with communities to find other points of
intersection between the needs of business and the needs of the communities, and then
collaborate to build strategic CSR programs that would benefit both. | saw the best opportunity
to advance this agenda in a regulatory requirement mandating that the mine create a “legacy
fund” to contribute to regional sustainability.

The regulatory agency, the BC Environmental Assessment Organization (BCEAQ), had
left the specifics of the legacy fund open, allowing the company to consider a range of different
options. From the onset, the company saw the legacy fund as a community investment tool to
complement established local hire, local procurement, and local training initiatives. A chance
meeting with a former colleague in early 2011 led me to pick up a copy of the Canadian Council
on Learning’s report on the country’s future literacy needs (Canada Council on Learning, 2008).
Looking at the situation in British Columbia, | was shocked to learn that about 40 per cent of BC
adults did not have the skills necessary to read a newspaper, fill out a work application form,
read a map, or understand a lease (Statistics Canada and the Birtish Columbia Ministry of
Advanced Education, 2005). Twenty per cent of teenagers aged 15 to 19 — our future work
force — no longer pursued a formal high school education. Fifty per cent of aboriginal students
were not graduating from high school. In industries, such as mining, where safety is a critical
performance indicator, research told us although 64 per cent of employers think that their
employees understand vital health and safety information (provided as print or electronic
reading materials), only 40 per cent of workers agree (Campbell, 2010). Mount Milligan’s

training supervisor had worked with the regional college to develop programs for those who
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might be interested in careers at the mine. There was a basic skills course to help students
upgrade their math and science skills, and to learn money management and other life skills, as
well as a mine certificate course. The company had also worked to develop a curriculum for a
mill operators course and guaranteed all graduates an interview. But the government reports
made me wonder if we could complement these efforts.

My colleagues and | began to ask about the root cause of issues such as drug and
alcohol dependency, domestic violence, and low high school graduation rates. We started to
think we should take a serious look at funding literacy. Not only to help build the capacity of
those who might be future employees of the mine, and to address a critical skilled labour
shortage in the industry, but also to leave a legacy in the community that supported a
sustainable future. A program concept was drafted to embed literacy training into economic
development, health and wellness initiatives, cultural, and youth programming. The legacy
project would be an investment in people, helping to train potential employees, and building a
very tangible “legacy” from the mine’s operations, beyond the significant contribution made
through paying royalties and tax, job creation, and the use of local suppliers. Funding literacy is
not a new idea. Our approach made this initiative different.

The proposal was to create two parallel streams of funding: one to a provincial literacy
agency to support program development, the other directed to six communities in closest
proximity to the mine. For the communities to access money, they would be asked to develop
a three-year business plan with measurable objectives and to report on progress to Mount
Milligan’s Community Sustainability Committee (CSC). The CSC was an advisory group made up

of 16 regional representatives who met quarterly to offer advice on sustainability priorities
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within the mine’s socio-economic impact region. “Legacy” projects could include economic
development to support post-mining business certainty. Health initiatives, environmental
conservation, cultural programming, or sustainability planning, were other areas where legacy
programs could be created. Of course, literacy could be delivered via a more traditional stay in
school programming. Possible projects for the legacy program to support were endless. The
key would be that the communities — not the mining company and not the provincial literacy
agency — would choose the projects.

| was excited about this because the legacy program would see an investment in
people, address a critical social need, support the region’s sustainability, and the results could
be tracked. Each funded project would set business objectives to measure success, plus we
would be able to assess literacy rates year-over-year using the baseline provided by the
provincial government. However, as we worked to secure endorsement for this idea, | spoke
with community representatives accustomed to conventional infrastructure investments and
philanthropic donations. Community leaders suggested that expectations for what our project
would deliver and our plans for contributing to regional sustainability would not meet those
expectations. | heard from elected officials and economic development officers in the region
who questioned the need for literacy programming in their communities. Recognizing the
stigma that can be associated with literacy — and the mental image of adult learners labouring
away in dusty church halls or recreation centres — we tried rebranding our initiative: we
stopped calling it a “Legacy of Literacy” and started calling it “The Healthy Communities
Legacy”. Yet we continued to hear from local authorities who told us that what their

community needed and wanted was not what we were offering.
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Funding innovation in literacy programming seemed to offer the proverbial win-win: a
way for the mine to support community-based planning and sustainability strategies, and for
the mining company to secure a qualified future workforce. It seemed a way that business
could benefit society while simultaneously addressing the needs of the mine. | knew that we
needed to earn community endorsement to make the “legacy” project a success. |also
recognized that an unenthusiastic response from community stakeholders could erode
company support for the concept. With the communities saying the “tried and true” approach
of community investment by donation should be followed, it was not surprising that many
inside the company suggested it would be more appropriate to write a cheque than continue to
insist on a CSR approach that was not aligned with community interests.

As discussions on the legacy project were taking place in 2012, molybdenum prices
were falling. At that time, molybdenum was the only commodity Thompson Creek Metals was
producing, making it the sole source of revenue to offset escalating construction costs at Mount
Milligan. A company-wide downsizing initiative was undertaken that saw jobs losses at both
the company’s producing mines and head office. As a spokesperson for the company, | had
difficult conversations trying to help community leaders and members of the media understand
the company’s financial constraints. Our Community Sustainability Committee meeting in
December 2012, was spent dealing with this issue and attempting to reassure our members
that Thompson Creek remained committed to Mount Milligan. We stressed that we remained
on track to deliver a project that would be a showcase of operational excellence and a valued
partner in the communities in which we operated. Following the committee meeting, which

had been held at the mine site, | was advised that my job was being eliminated. The rationale
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offered was that since Mount Milligan had not lost any days to community opposition, and
there were no issues at other operations, the cost of maintaining a dedicated CSR position
could not be justified. This notion of CSR as a sunk cost that does not generate financial gain
reflects an instrumental theory approach to CSR, which is discussed more fully in Chapter Two.
In my case, | got lucky. | was retained as a consultant by the project team.

Following the mine opening in October 2013, a new mine manager and a new
company president were hired. Both supported the communities” wish for conventional
philanthropic investments. Today, the legacy program distributes quarterly donations,
supporting a wide variety of worthwhile projects in the region. This transactional approach is
endorsed by both the company and the communities, and appears to be meeting the

expectations of both groups.

1.6 Transforming the Approach to CSR

During my tenure with Thompson Creek | had been invited to speak at several mining events
where the feedback | received to the “legacy” concept from fellow CSR practitioners was
positive. At one mining sustainability conference, the most prominent topic of conversation
amongst my fellow speakers and delegates was the challenge of CSR. There was discussion
about increasing incidents of mining-community conflict; declining trust levels; the frustration
inherent in trying to gain consensus in situations with competing interests. While | was
encouraged to realize | was not alone in questioning the effectiveness of traditional approaches
to CSR, the conversation also made me start to think about the effectiveness of current
approaches to engagement and social responsibility. Harvard economist Michael Porter has

said that, “The prevailing approaches to CSR are so disconnected from business as to obscure
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many of the greatest opportunities for companies to benefit society” (Porter & Kramer, 2006, p.
80). If Porter is right, and if the mining sector were to embrace an approach to CSR that linked
business benefits to social outcomes, would there be less mining-community conflict? Could
mining companies contribute to the long-term development of the communities that host their
operations beyond the significant contributions made by tax and royalty payments, creating
jobs, and the use of local contractors and suppliers? How could mining companies and
communities work together to identify areas of mutual need and then develop programs that
deliver both business and social benefit? It seemed to me there was an opportunity for mining
companies to take a different approach to CSR: securing business benefits while also creating
value in the communities surrounding mining operations. The points of intersection between
what companies need and what communities need seemed easy to identify. And if the focus
was on projects that contributed to the sustainability of the community, perhaps these projects
would also help stakeholders to realize more substantive benefits from mining companies than

philanthropy alone could deliver.

1.7 Statement of Intent

The intent of this research is to consider a central paradox in mining: despite a vast array to
tools, voluntary codes of conduct, and regulation to support socially responsible behaviour,
incidents of mining community conflict appear to be increasing. This seems to suggest that
current approaches to CSR are not effective at meeting the needs of all stakeholders. The
research seeks to determine if mining-community conflict could be reduced if companies

embraced a more strategic approach to social responsibility, one that links business and social
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outcomes. The research then explores the opportunities to collaborate and create shared value
to advance the UN Sustainable Development Goals (SDGs).

Although | have focussed this chapter on the Mount Milligan experience, my interest in
the topic of company-community conflict results from 15 years of professional experience
working in CSR and stakeholder engagement in the extractives sector (mining, oil and gas, and
forestry). During that time, | witnessed the establishment of the terms “sustainability”, “CSR”,
and “social license to operate” within the corporate lexicon, reflecting a value shift on the part
of business (Paine, 2003). Yet company-community conflict continues. The hypothesis of this
research is that in today’s interconnected society, where information travels quickly via social
networks, failing to meet community expectations constitutes a pressing business risk that
must be managed strategically. My prediction is that mining projects are set to experience a
level of scrutiny unheard of in past decades. This, in combination with changing regulatory and
disclosure requirements, appear to be driving efforts on the part of mining companies to
conduct business in a more socially responsible manner. But are these efforts delivering value
for mining companies and communities impacted by resource extraction?

The research investigates the premise that there is both monetary and reputational
value to investing in core social needs that intersect with business interests, thereby supporting
an enabling environment for the long-term business success of communities that host mining
operations. A new model to mitigate mining-community conflict based on implementing
policies and practices that enhance the competitiveness of a company while advancing the

economic and social conditions in associated communities is proposed. And a concept
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presented that places various CSR approaches within temporal boundaries aligned to life of
mine stages. Key research questions were:

e What types of CSR approaches should mining companies implement to advance
sustainable development and deliver value to both the business and communities that
host mining operations?

e Are there certain CSR approaches that should be taken at specific stages of the life of
mining projects?

e Will a more strategic approach to CSR — one with parallel goals of delivering both

business return and social benefit — reduce mining-community conflict?

1.8 Exclusions and Rationale

It is recognized that good corporate and political governance, as well as stable institutional
frameworks (both nationally and regionally) are critical for ensuring that mining activities are
carried out in a manner which generates the greatest good for the greatest number, respects
indigenous rights, and protects the environment. The status of governance and institutional
frameworks is not examined in this research, nor is resource nationalism (efforts by ruling
governments to limit the operations of private companies and assert greater control over

natural resource development®). The rationale for these exclusions is that the focus for this

5 Resource nationalism has a long history and there are a multitude of definitions for this term. This definition was
proposed by Paul Stevens (2008). National oil companies and international oil companies in the Middle East: Under
the shadow of government and the resource nationalism cycle. The Journal of World Energy Law & Business, 1(1),
5-30
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research is on mining companies and the actions companies can take to mitigate mining-
community conflict.

Also not examined in this research, is the role that civil society groups and non-
governmental organizations (NGOs) can — or should — play in the effort to reform, or reframe,
CSR. This is another area acknowledged as important but is only examined in the context of the
potential for collaboration to abate mining-community conflict. This exclusion does not suggest
that the work done by these groups is not of critical importance, rather, that the issue lies

outside the scope of this study.

1.9 Design of Research Approach

From the onset of my PhD program, the overarching research question has remained constant:
if mining companies and impacted communities work together to identify mutual needs, and
collaborate to address issues, then will this shared approach reduce conflict and position social
responsibility as a strategic business imperative? The answer to the question, detailed in the
following chapters, has been informed by my professional experience within the mining
industry, and from my research undertaken at the University of British Columbia. Highlights of
the research journey are presented below.

In 2014, a paper | presented at the CIM Convention in Vancouver drew attention to the
important roles innovation and interdisciplinary collaboration could play in the quest for
sustainable mineral development and enhanced social performance (Fraser & Scoble, 2014).
The research for the paper introduced me to several case studies of interest and stimulated the
idea of conducting a more systematic investigation into incidents of conflict and co-operation

between mining companies and communities. The preliminary results of the resulting media
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analysis were presented at the Third International Future Mining Conference, where the paper
(Fraser & Scoble, 2015) prompted an invitation from the editors of the AusIMM Bulletin to
write a feature article (Fraser & Scoble, 2016). Condensing the idea into the 2500 words
allocated for the article was a valuable exercise and helped to clarify my thinking and the
positioning of the argument. | began to wonder whether mining personnel were being
provided with the skills necessary to work effectively with communities and address social risk.
This idea was explored in a paper presented at the Sustainable Development in the Mining
Industry (SDIMI) conference held in Vancouver in June 2015, which was subsequently published
in the Mongolian Mining Journal (Fraser & Xavier, 2015).

At these various conferences and sector events, | became aware that the Porter and
Kramer terminology “creating shared value”® — a central premise in my research proposal — was
contested. Concerns were raised that the CSV idea failed to acknowledge trade-offs between
economic and social value creation, and that not all situations are conducive to the “win win”
approach that CSV appears to propose (Crane, Palazzo, Spence, & Matten, 2014). Leading
social practitioners dismissed the idea as being too business-centric and, despite Porter and
Kramer’s clear definition, | heard from many who seemed confused about the idea of finding
the points of intersection between the needs of business and society and then exploring
opportunities for collaborating to create economic value.

Most of my exposure during this time was to industry and mining academics. In the

fall of 2016, | was privileged to be selected to attend the Alliance for Research on Corporate

6 This concept is discussed in detail in Chapter 2
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Sustainability’s (ARCS) PhD Academy at the Ivey School of Business. As the sole representative
from the extractive sector, | found myself for the first time amongst peers whose views of
mining were significantly different to mine. Critical questions were raised about the nature of
conflict, the lack of trust in the mining sector, and the disrespect shown by mining companies
for human rights, the environment and society. One of the faculty, Andrew Crane, was a co-
author of an article that offered a scathing critique of Porter and Kramer’s idea of creating
shared value (Crane, Palazzo, Spence, & Matten, 2014) — discussed in more detail in Chapter
Two. While | remained convinced of the inherent value in CSV, | became conscious that the
terminology meant different things to different people. | wondered if it might be worth
exploring how “creating shared value” could be used as one strategy to drive progress on the
United Nations 2030 Sustainable Development Goals (SDGs)’. The SDGs agenda is ambitious
and an economic strategy will be needed to address many aspects of each of the 17 goals.

Very quickly | could see that the SDGs provided a relevant frame for the study. Groups
such as the World Economic Forum (WEF) were proposing ways that mining could advance the
SDG agenda, and socially responsible leaders, including members of the World Council for
Sustainable Business, endorsed the initiative. | used my position as a panel moderator at the
2016 Mining and Communities conference to explore the linkage between the SDGs and mining

with conference delegates (Fraser, 2016). | refined the concept for an October 2016

7 On September 25th, 2015, 194 countries plus global civil society organizations adopted a set of goals to “end
poverty, protect the planet, and ensure prosperity for all” as part of a new sustainable development agenda. Each
goal has specific targets to be achieved over the next 15 years.
http://www.un.org/sustainabledevelopment/sustainable-development-goals/
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presentation at the World Mining Congress (WMC), looking specifically at those SDGS where
mining could make a significant impact if companies worked in collaboration with others.

| valued that the SDGs had been endorsed by companies, communities, governments,
civil society, and development organizations, but | was concerned that the SDGs do not offer a
process for project planning and implementation. | remained convinced of the opportunity
offered by the CSV idea and, in December 2016, attended a course at Harvard on creating
shared value, offered by Professors Michael Porter and Mark Kramer. | was hoping for
clarification on how Porter and Kramer viewed the concept five years after its introduction, and
| wondered if they saw an alignment between the SDGs and CSV. The session answered my
guestions related to the theory and practice of CSV, and established that the leading CSV
authorities are actively pursuing opportunities offered by the SDGs. The positive reception
from Porter and Kramer on my research proposal and the Cerro Verde case study, discussed in
Chapter Five, was immensely valuable.

My research journey started and finished by seeking to determine if companies and
communities were to work together to address social problems that also affect mining
operations, would this more collaborative approach reduce mining-community conflict? In
other words, if CSR is established within mining companies as a strategic function, one that has
a clearly articulated business case, will that stimulate new opportunities for companies, civil
society organizations and governments to collaborate in addressing social problems (Porter &
Kramer, 2006) and thereby reduce mining-community conflict? With the announcement of the
United Nations 2030 SDGs in September 2015, the research was reframed to consider the

opportunities presented by the SGDs to foster collaboration on a common agenda.
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The research began with a systematic literature review, which is described and
reported upon in Chapter Two. The literature review encompassed the various definitions of
several contested terms: corporate social responsibility, social risk, and sustainability. The
origins and evolution of corporate social responsibility were explored, past research to classify
social responsibility initiatives was investigated, and critiques of diverse options examined to
understand the heuristic and theoretical approaches presented in the literature. The literature
on social risk in the mining sector was reviewed, as well as literature on community relations,
stakeholder engagement, and social license to operate. Next, the links between CSR and
sustainability were explored and the evolution of the business case for social responsibility and
sustainability assessed. A CSR continuum is introduced in Chapter Two. This plots CSR from
transactional CSR (one way giving such as philanthropy), transitional (doing well by doing good),
and transformative CSR (collaboration to deliver business and social benefit). The opportunities
afforded by transformative CSR are the primary focus of this research.

The literature review became an iterative process, with initial findings reconsidered at
various stages throughout the dissertation. This approach helped to ensure exposure to
current ideas and articles published during the study period, and provided a means to evaluate
findings from both the quantitative and qualitative stages of my research. The literature review
led to the decision to employ a multiple methods research approach, combining quantitative
and qualitative forms (Creswell, 2009).

The quantitative portion entails an analysis of mining community conflicts from 2012 —
2015 as reported in the international business media. The time frame was selected to provide

two years of overlapping data with similar work done by the International Council of Minerals
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and Metals (ICMM) and extend the research period to the end of 2015. This provided the data
to test the hypothesis that incidents of serious or sustained conflict increased from 2012 to
2015 and is described in Chapter Three. Media coverage was hand-coded using a system
adapted from conflict literature to select those situations deemed as serious or sustained
conflicts, and a document analysis of a sub-set of the conflict situations was employed to verify
the results. This data was then used to test the premise that current approaches to CSR,
grounded in philanthropy and other forms of transactional stakeholder engagement, are failing
to deliver long-term benefits to communities that host mining operations.

The results of the media analysis prompted a closer investigation into the role of trust
in developing effective social responsibility strategies. Chapter Four examines several examples
of projects, identified via the literature review, where companies adopted a more strategic
approach to CSR — one that delivers benefits to both business and society. A characteristic
shared by the projects examined was collaboration between the mining company and the
community to address issues of critical importance to both. The opportunities for mining to
advance progress on the SDGs is then considered, providing context for a more detailed case
study, described in Chapter Five.

Understanding of the causes of mining-community conflict, distilled from the media
analysis, was central to the design of a qualitative, theory-building case study (Eisenhardft &
Graebner, 2007). The case study, described in Chapter Five, explores in-depth a practical
application of a strategic approach to social responsibility, incorporating the views of multiple

stakeholders.
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1.10 Research Contribution
To date, there is no research specifically examining the use of strategic CSR to reduce mining

company-community conflict and support the success of both the mining project and the

community that hosts the extractive operation. There is also a paucity of research on when to

use various CSR approaches to build trust and earn sufficient credibility to design collaborative

approaches to secure sustainable development. My research aims to contribute to scholarly
research in the following ways.

1. Mining-community conflict has been investigated by others but it appears this has not
been done using the international business media as the primary data source. In
addition, the use of an established scale for measuring conflict and cooperation
differentiates this work from previous research into mining-community conflict.

2. The research furthers discussion on conflict and sustainable development in the
extractive sector, and proposes an issues-centred engagement model. It is suggested
that placing one of the SDGs at the centre of discussions about what mining can
contribute to communities will identify opportunities to employ a “creating shared
value” strategy.

3. Building on the findings of my research, | propose a model for CSR that is temporally

bound and aligned with the stages of mine development from exploration, through

construction and operations, to closure. There has been very little research into which

CSR approaches are most appropriate at specific stages of the mining life cycle, making

this a unique contribution.
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In applied terms, the results should support mining companies wishing to transform
current risk management and social responsibility practices. Further, this may extend to
government and NGOs interested in collaborating with business to achieve the 2030 SDGs.

The following chapter provides a review of the literature, exploring the contested
nature of some of the key concepts referenced in this research and providing a context for the
investigation into CSR and its applications in the mining sector. The chapter reports on the
evolution of corporate social responsibility and the link between building a business case for

CSR, and the potential for business to generate sufficient momentum to secure the 2030 SDGs.
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Chapter 2: Defining and Applying Corporate Social Responsibility: Evidence to

Support CSR as Strategy

2.1 Introduction

The purpose of this PhD research is to consider a central paradox in mining: although the
availability and use of tools to support social responsibility is on the rise, incidents of mining-
community conflict also appear to be increasing. The research investigates whether the mining
sector can transform social responsibility by moving from transactional engagement to a more
strategic, or purposeful, approach. “CSR is strategic when it yields substantial business related
benefits to the firm, in particular by supporting core business activities” (Burke & Logsdon,
1996). As strategy, CSR goes beyond maximizing short-term shareholder value to facilitate
sustainable development in communities that host extractive operations. Of specific interest is
the ways in which mining companies and communities could work collaboratively to identify
areas of mutual need and then develop programs delivering both business and social benefit.
The research proposition is that ensuring resource wealth supports long-term sustainable
development could be a way to foster collaboration on topics of mutual interest and, by

delivering projects that have value for society, potentially reduce mining-community conflict.

2.2 Literature Review Methodology

Figure 1.1 illustrates the iterative approach used in the literature review, begun in 2014 and
revisited through 2015 —2017. Key words for the literature search included: mining-
community conflict; stakeholder engagement; CSR; reputation; environmental, social and

governance (ESG); social license; social risk; and trust. The literature review findings,
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summarized in this chapter, fall into four central topics, which inform the research: theoretical
perspectives on CSR and the definitional debate; the evolution of social responsibility;
approaches to CSR to create value and support sustainable development; and the intersection

of social responsibility and social risk management.
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SOCIAL RISK & SOCIAL RESPONSIBILITY IN THE MINING SECTOR l
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RESEARCH QUESTIONS: Would a more strategic approach to CSR reduce mining-community conflict?

What types of CSR approaches should mining companies implement to advance sustainable development
and deliver value to both the business and communities that host mining operations?

Figure 2.1: Flow chart adapted from Creswell (2009) and Marshall & Rossman (1995) to illustrate the systematic and sequential approach to map the literature review. Three
key terms were used to locate relevant scholarly work. Literature within each stream was evaluated then organized to devise dimensions, develop questions, and draw
conclusions for investigation in the research. Influences noted in the creating value stream refer to: 1. Blended value 2. Sustainable value 3. Bottom of the pyramid 4. Triple

bottom line 5. Sustainable development 6. Conscious capitalism 7. Capitalism 2.0 .
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2.3 Theoretical Perspectives of CSR

The principal frameworks relevant to the discussion of CSR are anchored in agency,
institutional, and stakeholder theory. Agency theory views CSR as an expense that reduces
profits for shareholders. American economist Milton Friedman (1970) is perhaps the most
famous advocate of CSR as an agency problem representing conflict between shareholders and
managers. Prominent management scholars McWilliam and Siegal (2011), also endorse agency
theory but others contest this view. Aguilera and Jackson (2003) argue that institutional theory
is a more useful frame for CSR as it addresses stakeholder interdependencies, which they
believe are essential to understanding CSR. Campbell (2007) is another who endorses
institutional theory arguing that other theoretical frames do not consider the conditions that
motivate corporations to act in a socially responsible manner. He draws attention to the need
to differentiate between rhetorical CSR and substantive action. And to acknowledge that CSR is
a dynamic process shaped by globalization, stakeholder activism, and political decision-making,
which must be addressed institutionally (Campbell, 2007).

Despite the sound arguments advanced by scholars advocating for agency or
institutional theory, this research considers CSR from the perspective of stakeholder theory,
introduced by R. Edward Freeman in 1984. Freeman’s theory focusses on managing
stakeholder relationships (as opposed to stakeholder management, which he feels implies the
manipulation of others), and positions CSR as an investment consistent with value maximization
and risk mitigation (2010). Corporate “stakeholders” are defined as any person, group or
organization that can place a claim on a company’s attention, resources, or output (Kytle &

Ruggie, 2005). In Freeman’s view, good business consists of creating value for multiple

32



stakeholders including customers, employees, suppliers, communities, and financiers, and
requires ethical leadership (Freeman, 2011).

The four major categories within stakeholder theory are described by Horisch et al.
(2014) and summarized as follows.

1. Descriptive empirical stakeholder theory investigates how companies are managed and
how they identify relevant stakeholders. Mitchell, Agle and Wood (1997) are proponents
of this approach and their tool for stakeholder mapping, using a Venn diagram to plot
stakeholders by power, urgency, and legitimacy (P.U.L), remains popular amongst
practitioners.

2. Instrumental stakeholder theory evaluates the effectiveness of stakeholder management in
achieving corporate objectives using economic theory, behavioural science, and ethics to
illustrate how trust and trustworthiness can create competitive advantage (Jones, 1995).

3. Normative stakeholder theory is linked to the discussion of the purpose of business and is
the moral justification for stakeholder theory. Normative theory is anchored in the belief
that stakeholders have legitimate interests in corporate activity and that those interests
have intrinsic value. It has been observed that descriptive, instrumental, and normative
aspects of stakeholder theory are distinct yet inter-related, and that normative theory is
fundamental (Donaldson & Preston, 1995).

4. Integrative stakeholder theory argues that descriptive, instrumental, and normative
aspects of stakeholder theory are inextricably linked. It is this view, first advanced by
Freeman for analyzing the role and relationship of business and society, that has emerged

as a dominant paradigm of CSR thinking and is the most frequently used approach in social,
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environmental, and sustainability management research. Freeman, and other followers of
integrative stakeholder theory, stress the importance of avoiding trade-offs in favour of
generating mutual interests between diverse groups. Integrative stakeholder theory
acknowledges the difficulty of avoiding all trade-offs, yet stresses the objective should be
creating value for all (Freeman, 2010).

Stakeholder theory is a particularly relevant frame for the portion of this research
examining the alignment between CSR and sustainable development. Freeman (2010), as well
as Kolk and Pinkse (2007), Porter and Kramer (2011), and others, argue that social and
environmental issues must be embedded in a company’s business model. They reject the
notion of “residual” CSR, exemplified by philanthropy and compensation, advocating instead for
sustained value maximization for society. Of note for this research is the idea integral to
stakeholder theory that a long-term perspective is required to build effective stakeholder
relations, and that these relationships are critical to building intangible assets such as social
capital® and reputation. The concept promotes business and ethics as fundamentally
interlinked, meaning profit seeking can create mutual benefits for business and society, and can

finance sustainable development.

2.4 Definitions
After selecting stakeholder engagement as the theoretical frame, the next step in the literature

review was to explore the multiple definitions of “corporate social responsibility” and clarify

8 Social capital refers to social networks and the associated norms of reciprocity. - See more at:
http://oecdobserver.org/news/archivestory.php/aid/1215/Bowling_together.html#sthash.fAvaglFm.dpuf
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how the term will be used in this research. The literature suggests a central concept: that CSR
reflects social imperatives and social consequences of business success. Although a seemingly
straightforward premise, the idea has resulted in an abundance of definitions, little consensus
about what CSR means, and uncertainty about how the term should be defined. As we will see
in the section addressing CSR approaches, there is also considerable debate about the
effectiveness of some CSR initiatives. More than a decade ago, questions were being raised
about the efficacy of CSR in the mining sector, with “... mounting evidence of a gap between
the stated intentions of business leaders and their actual behaviour and impact in the real
world” (Frynas, 2005).

Archie Carroll (1999) writes that definitions of CSR began appearing in academic
literature in the 1950s, which he classifies as the modern era of CSR. Definitions expanded
rapidly in the 1960s and 1970s, and have continued to develop in recent years. Carroll believes
the Committee for Economic Development (CED) made a landmark contribution to the concept
of CSR. In 1971, the CED echoed French philosopher Jean Jacques Rousseau (1712-1778) when
claiming there is a social contract between business and society; that “business functions by
public consent and its basic purpose is to serve constructively the needs of society —to the
satisfaction of society” (Carroll, 1999, p 274). This concept was endorsed in the mid-1970s,
when an emphasis on corporate social performance (CSP) emerged, culminating in a definition
offered at the turn of the 215 century positing that CSR incorporates “actions that appear to
further some social good, beyond the interest of the firm and that which is required by law”

(McWilliams & Siegel, 2011).
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Carrol himself developed a four-part concept of CSR, suggesting “The social
responsibility of business encompasses the economic, legal, ethical, and discretionary
expectations that society has of organizations at a given point in time” (1999, p. 283). Carrol’s
CSR definition has proven to be the most durable and widely cited (Visser, 2006). Scholars
including Matten and Moon (2008), continue to evolve the concept by noting that the meaning
of CSR is nationally contingent, essentially contested, and dynamic. CSR must also consist of
clearly communicated policies and practices that reflect business responsibility for the wider
societal good, and which understand/incorporate different national backgrounds and priorities
(Matten & Moon, 2008, p. 405).

In his 2008 analysis of 37 CSR definitions, Dahlsrud stresses that while there is ongoing
disagreement about what constitutes the social responsibility of business, the concept of CSR is
well established. He notes that business has always had social, environmental, and economic
effects, has been aware of its stakeholders, and has dealt with regulation. He argues that the
challenge for business is not to define CSR but rather to understand how CSR is socially
constructed in a specific context, and how to ensure contextual needs are incorporated to
business strategy (Dahlsrud, 2008). One of the popular recent definitions suggests that CSR
“goes beyond philanthropy and compliance to address the way companies manage their
economic, social, and environmental impacts and their stakeholder relationships in all their key
spheres of influence: the workplace, the marketplace, the supply chain, the community and the
public policy realm” (Kytle & Ruggie, 2005, p. 9). A good overview of the contested and multi-
faceted nature of CSR is provided by Orlitzky, Siegal and Waldmann (2011), who argue that

economic definitions of CSR have the greatest potential. The view that business and society are
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interwoven, rather than being distinct entities, is a central tenet of this research and provides a
rationale for integrating social concerns to business operations and interactions with local
stakeholders.

Included within the discussion of the appropriate definition of CSR is the work of those
who argue for corporate responsibility (CR), rather than corporate social responsibility. CR is
defined as a “cluster of a firm’s policies, programs and outcomes that are beyond the
requirements of extant law” and which goes beyond social initiatives to encompass all
corporate responsibilities (Griffin & Prakash, 2010, p. 179). Another common term, which
overlaps with CSR, is corporate citizenship (CC) introduced in the early 2000s - mainly at the
instigation of corporate actors - and which emerged as a prominent term in the management
literature dealing with the social role of business (Matten & Crane, 2005).

Another contested term that will be positioned as a complement to CSR is sustainable
development. Sustainability, along with procedural fairness, legal and regulatory compliance,
and transparency, is recognized within this research as a central tenet of CSR. For purposes of
clarity, this research uses the Brundtland definition (the first and the most commonly cited):
sustainable development is "development which meets the needs of current generations without
compromising the ability of future generations to meet their own needs” (World Commission on
Environment and Development, 1987, p. 8). It will be argued that CSR in the mining sector should
encompass sustainability, as it is an area of mutual interest for companies, communities,
regulatory agencies, governments, indigenous peoples, and other interested parties. The
opportunities for collaboration arising from the points of intersection between companies and

communities are explored further in this dissertation.
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Several other aspects related to the social responsibility of business have been advanced in
recent years and are of potential significance for this research. One is the triple bottom line
concept developed by John Elkington, a frame that raised the profile of social and environmental
concerns. Elkington coined the term in 1994 and developed it further in his 1997 book,
Cannibals with Forks. The triple bottom line encourages companies to consider the full costs of
doing business: the traditional bottom line of profit, plus a measurement of social and
environmental performance. The three “P”s of the triple bottom line are therefore profit,
people, and planet. The idea was further developed by Andrew Savitz and Karl Weber (2013) to
illustrate how profitability can merge seamlessly with common good, a concept aligned with
the strategic approach to CSR investigated in this research. To determine the most appropriate
definition of CSR for use in this research, the next step in the literature review was to

investigate the evolution of the concept and categorize contemporary approaches.

2.5 The Origins and Evolution of Corporate Social Responsibility

There is a long history linking — or lamenting — the tie between industry and society. In The
Theory of Moral Sentiments, published in 1759, Adam Smith introduced the notion that an
“invisible hand” guides business (albeit unintentionally) to the benefit of society (Smith, 1982,
p. 1V 1.10), and a practical example of early CSR comes from Britain in the 19th century. George
and Richard Cadbury, the two brothers who ran the famous chocolate company in the late
1800s, believed business had a responsibility to address social issues. The founders’ philosophy
that business must benefit society was embraced by George’s son, Edward Cadbury, who set
out to prove that social investments could “be a financial success, and not merely an act of

philanthropy” (qtd. in Browne, Nuttall, & Stadlen, 2016, p. 24) In 1879, the Cadburys moved
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production from the confines of Britain’s industrial cities to the countryside. In so doing they
achieved a business objective (the ability to expand beyond the limits of restricted factory land
allocations) and a social purpose (removing employees from the appalling living conditions of
inner city slums). Another early example, also from Victorian England, is offered by William
Lever who invented Lifebuoy bar soap. He then introduced a hygiene program using Lifebuoy
that reduced infant mortality in Britain. Today, Lifebuoy is produced by Unilever, the successor
company to Lever Brothers and the company that runs the largest hand-washing program in the
world. The initiative to change the hand-washing behaviour of people living in Asia, Africa and
Latin America reaches half a billion people and is reducing the number of children under the
age of five who die every year from water-borne illness (Business and Sustainable Development
Commission, 2017). Unilever remains a company that embodies the idea that success requires
companies to create both economic and social value to serve communities that sustain them.
The company has secured a leadership position in the quest for sustainable development by
recognizing that sustainability requires a long-term perspective. When current chief executive
officer Paul Polman was appointed to his post in 2009, he discontinued quarterly reports and
earnings forecasts, delivering a message to shareholders that the company would be building a
long-term value creation model, now known as the Sustainable Living Plan.

Despite early examples of business working to do well by doing good, in 1970,
American economist, Milton Friedman, who would win the 1976 Nobel Prize for Economic
Science, reprimanded corporations for wrapping themselves in “the cloak of social
responsibility” and making financial donations or allocations without concern for shareholder

value maximization. In a seminal article in the New York Times Magazine, Friedman declared,
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"there is one, and only one, social responsibility of business —to use its resources and engage in
activities designed to increase its profits" (Friedman, 1970). Friedman never changed his stance
on CSR and, as noted earlier, some still endorse his agency view of CSR. Yet by the mid-1980s,
there was a growing feeling that corporations should provide not just jobs and tax revenue, but
that they should also act in a more responsible manner: mitigating impacts and sometimes
fixing the environmental mistakes of predecessors; helping to solve community problems via
investment; involving the public in decision-making for issues with community impact; and
addressing social problems (Paine, 2003).

The 1980s were also a decade when the concepts of corporate social performance,
corporate citizenship, and business ethics began to influence academic research on the notion
of CSR. This was when Peter Drucker introduced the idea that business ought to convert its
social responsibilities into business opportunities — to turn a social problem into an economic
opportunity and economic benefit (Carroll, 1999). Drucker’s idea is reflected in subsequent
decades in the work of influential thinkers on topics including blending value (Emerson, 2003),
the bottom of the pyramid (Collier, 2008), corporate strategies to serve the poor (Prahalad,
2006), sustainable value (Hart, 1997), the triple bottom line mentioned previously (Elkington,
1998), sustainable growth (Savitz & Weber, 2013), social innovation (Kanter, 1990), and
conscious capitalism (Schwerin, 2012) or conscious business (Mackay, 2011). These streams of
academic thought were foundations for new terminology — creating shared value (CSV).

Michael Porter and Mark Kramer introduced CSV in a Harvard Business Review (HBR)
article in 2011, where they advocated for companies to create measurable business value by

identifying and addressing social problems that intersect with company business. The concept
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is a move away from the traditional philanthropic approach (where companies donate money
to charitable groups, sponsor community initiatives and support good works and social issues
not directly impacted by the business), towards an approach that creates value for both
industry and society (Porter & Kramer, 2011). In the words of Mark Kramer, “Shared value is
much more about corporate strategy; it’s about identifying the issues that are truly material
both to the company’s economic performance and to the social and environmental impact”
(Economist Intelligence Unit, 2014). Executives who base their CSR decisions on the principle of
“shared value” believe that it constitutes a business imperative which, when aligned with the
strategic goals of the company, benefits both the firm and its stakeholders, including
shareholders. (It is important to acknowledge that it may not always be possible to find win-
win solutions. There are likely to be situations where the trade-offs required to achieve a “win-
win” outcome will not be acceptable to all the parties whose participation is required).

It is not only academic thought that shapes CSR. One of the drivers for corporate
social responsibility in the late 20t century was the rising influence of NGOs, social movements,
and activist investors who mobilized to encourage corporate boards to act in a more socially
responsible manner. NGOs have been around for generations but experienced a significant
power shift in the 1960s and 70s when a new, largely secular, and increasingly activist group of
players emerged: for example, Amnesty International and the World Wildlife Fund were
launched in 1961; Greenpeace was born in Vancouver in 1971. These groups pressure
corporations to act in more socially responsible ways and are proficient at using the media as a

conduit to influence public opinion and public policy. As Campbell (2007) notes, the media
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plays an influential role as a corporate watchdog, keeping the public and policy makers
informed, and challenging corporate behaviour with the constant threat of public exposure.

Online connectivity is another factor that influences CSR. Stakeholders now have easy,
instant access to information via the internet, enabling networks to be built and supporting the
sharing of perspectives regardless of how isolated a community may be geographically.
Connectivity increases awareness of past and present activity by mining companies —
knowledge that can exacerbate conflict and erode trust (Triscitti, 2013).

All these factors played a role in making CSR a concern for business, a tenet of
managing social risk (Bowen, Newenham-Kahindi and Herremans 2010), and a driver in the
desire to build collaborative relationships that address social problems. By 2008, CSR and
sustainability were established as a legitimate part of business activity (Barnett, Darnall, &

Hustad, 2015) yet approaches to CSR continue to vary.

2.6 Approaches to CSR

“A central paradox of [CSR] literature is that while there is a very large number of suggestions
as to what organizations should do, there is very little empirical evidence of what works and
when” (Bowen, Newenham-Kahindi, & Herremans, 2008). In many sectors, including mining,
CSR’s “rhetorical infrastructure” is well established (Slack, 2012). Concurrent with the academic
debate about the relative value of CSR, mining companies and their stakeholders have been
implementing a vast array of initiatives to foster company-community relationships and
measure performance. (These developments in the global mining sector are chronicled by

Dashwood 2014 and discussed more fully in the next chapter).
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In 2008, Matten and Moon published what many scholars cite as a seminal article
addressing the differing approaches to CSR. They anchor their argument in institutional theory
and label the methods as explicit and implicit. Explicit are those corporate policies that
“combine social and business value and address issues perceived as being part of the social
responsibility of the company” (Matten & Moon, 2008, p. 409). Implicit programs as those
which reflect “corporations’ role within wider formal and information institutions for society’s
interest and concerns” (lbid, p. 408). Stakeholder engagement theory also segments CSR
approaches in a comparable manner, often using a continuum that moves from one-way
investment to two-way stakeholder engagement.

The three common approaches are illustrated in Figure 2.2, which groups the
dominant CSR approaches as residual or value driven. Horisch et al. (2014) define residual CSR
as “add-on” CSR and are amongst the scholars advocating for business to be reconceptualized
by making CSR, and sustainable development, strategic business functions. The view that to
create real value for stakeholders, and to contribute to sustainable development, ESG issues
must be linked to the core business of the company is shared by Freeman et al (2010), Kolk and
Pinkse (2007), Porter and Kramer (2006) and other leading management scholars. Each CSR

approach is described briefly below.
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Figure 2.2.- The CSR continuum moving from transactional engagement through transitional engagement and arriving at
transformative CSR. Adapted from “Strategy and Society: The link between competitive advantage and corporate social
responsibility” -- Michael Porter & Mark Kramer, HBR, Jan-Feb 2011 and Network for Business Sustainability’s Engaging the
Community: A Systematic Review Sept 2008. Terminology also reflects that of the International Association of Public
Participation. Time frames reflect personal, practitioner experience.

CSR APPROACHES USING THE EXAMPLE OF A PANDEMIC HEALTH CONCERN

TRANSACTIONAL

TRANSISTIONAL

TRANSFORMATIVE

Donation to charity

Fund collaborative: research

Behavioural change initiative

No stakeholder engagement

Limited stakeholder engagement

Integrated stakeholder
engagement/program ownership

Limited strategic relevance for
business

Strategic relevance recognized

CSR is strategic imperative:
impact of disease is recognized
for both business (costs for lost
productivity, insurance
premiums, human resources,
recruitment, training, etc.) and
society

No correlation between money
spent and business success

Little correlation between money
spent and business success

Address macro-economic
conditions to benefit business &
society

Table 2.1 CSR approaches within the continuum. Example illustrating how companies adopting different CSR approaches might
approach dealing with a pandemic, such as HIV/AIDS, which is discussed further in Chapter Four.
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Transactional engagement provides information or resources to a community through
arm’s length transactions. Philanthropy, employee volunteerism, and community investment
are three examples of transactional, or one-way, engagement. This approach is best described
as traditional CSR, whereby companies redistribute wealth by investing in initiatives and
infrastructure that community stakeholders view as important but that has little relevance to
core business. For example, swimming pools, day care, medical equipment, and schools,
provide many opportunities for philanthropy. Investing in transactional CSR has a strong
appeal: opportunities are brought forward by the community; there is a short-term focus
(typically one to five years) which allows the transaction to be executed and disclosed to
stakeholders quickly, meeting a common objective of shareholders looking for short-term
financial reports.

There are four principal challenges associated with transactional CSR. One issue
relevant for the mining sector is the belief that companies should not redistribute wealth
created via irresponsible practices —in other words, attempting to compensate communities for
environmental and social impacts arising from deficient performance standards at mines does
not offset the impact (Horisch, Freeman , & Schaltegger, 2014). The second challenge
encompasses a cluster of related issues: investment based on community wish lists results in
chasing moving targets; the investment may only fulfil the expectations of a small minority; and
philanthropy can create situations where the community cannot afford the annual operating
costs of the facility built by corporate sponsorship (Rodriguez, Montiel, & Ozuna, 2014) The
third challenge is encountered when attempting to measure the return on philanthropic

investment: money spent in a community is not a true metric of value — for while it is easy to
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qguantify outputs (number of organizations sponsored, number of people who attended
company-funded events, etc.) it is difficult to measure outcomes, such as transformative social
change, from philanthropy. And finally, attempting to build relationships based upon
transactional CSR may increase the risk of conflict: both as stakeholders compete for funding,
and because the more vocal and vociferous the community, the more attention and money it
receives from company officials, who tend to respond more immediately to aggressive
demands and threats versus polite requests (Zandvliet, 2004).

Despite challenges, transactional CSR may be helpful in creating a climate of awareness
for the company in the community, and building the trust required to move to more
collaborative partnerships. A community representative attending the 2015 Sustainable
Development in the Mineral Industry (SDIMI) conference shared her view that in her
community mining companies are not trusted. For this reason, citizens question partnerships
with company representatives whose tenure on the project may be short. From her
perspective, the community was much better served by securing corporate donations: the
community could deposit the money and use it as they deemed appropriate. This is an
important consideration for those tasked with building CSR programs. As the SDIMI delegate
noted, communities have an expectation that wealth from resource extraction should be
redistributed via philanthropy and may be unwilling to abandon it, especially before trust is
built with company representatives. This view aligns with my personal experience as a CSR
practitioner and leads to a hypothesis, explored in Chapter Six, that transactional engagement
is a necessary step on the path to move a company, and its stakeholders, towards more

collaborative engagement. For mining projects, which can span several decades from
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exploration to reclamation, philanthropy and other forms of transactional CSR may be an entry
point to build the trust needed to undertake collaborative projects that aim to change society.

Transitional CSR — the second stage in the continuum —is characterized by two-way
communication, consultation, and collaboration, and sees companies invest in projects that
yield some benefit to both the business and the community. This type of CSR, sometimes
described as “doing well by doing good” (Aguilera, Rupp, Williams, & Ganapathi, 2007) may be
viewed as a more strategic approach than pure philanthropy as there is a link between the
mining company’s business and society. Once again, these initiatives tend to have a short-term
focus, delivering reportable results within one to five years. Some performance optimization
initiatives may be continued throughout the life of mine (LOM). This has led to the observation
that typical examples of transitional CSR — local hiring and training, regional procurement,
emissions reduction, energy efficiency, waste management, and programs that enhance
performance — should be classified with other operational improvement costs. The premise
being that the results have limited ability to improve stakeholder relations and therefore should
not count as CSR (Barnett, 2007). A further criticism of the transitional approach is that
companies may report progress on issues such as greenhouse gas reduction (GHG), recycling,
local procurement, local hire, energy conservation, and community engagement, without
changing the underlying business practices that cause environmental and social degradation
(Stubbs & Cocklin, 2008). Nevertheless, in a comparable manner to transactional engagement,
it will be suggested that there is a time and place in the mining cycle when transitional CSR

activities add value.
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The third approach is the concept of transformative CSR — creating value for both the
mining company and the community. According to McWilliams and Siegel (2011), Stanford
scholar, David Baron was the first to refer to “strategic” CSR as a means to capture value for the
firm. McWilliams and Siegal build upon Baron’s idea to introduce their own definition of
strategic CSR as “any responsible act that allows a firm to achieve [sustainable competitive
advantage] regardless of motive” (2011, p.1481). Motive is a consideration because research
suggests that when CSR initiatives are strategic, linking a company’s core purpose to social
issues, there is increased likelihood that stakeholders will regard the CSR programs, with
potential for positive social impact, as authentic initiatives rather than simply as greenwashing
(Mazutis & Slawinski, 2015). Greenwashing is a pejorative term that implies CSR activities
ignore the adverse impacts that mining can have on society and are little more than public
relations. Since transformational CSR is anchored in strategy, results can take longer to
achieve. This is due to the need to prioritize projects aligned with core business, and to find
and recruit partners to deliver the projects, which requires trust. Mining projects, where
entirely different teams of people are often used to find, then build, then operate the mine, are
particularly susceptible to changes in the social chain of custody. Changes in company
personnel can erode trust held by community stakeholders, and can also cause CSR initiatives
to be re-evaluated, adjusted, or abandoned. The social chain of custody challenge is discussed

further in Chapter Four.

2.7 What’sin a Name?
In 2011, economist Michael Porter and his colleague Mark Kramer published an article in the

Harvard Business Review entitled “Creating Shared Value: How to reinvent capitalism —and
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unleash a wave of innovation and growth.” In the article, they introduce the term “creating
shared value” (CSV) as integral to a company’s profitability and competitive position. Further,
they make the case that CSV should supersede CSR in guiding company investment in
communities. Porter and Kramer endorse the view that much CSR is transactional, focussing
principally on reputation, with only a tenuous connection to a company’s core business. The
CSV terminology was new, however, as noted earlier, other scholars and business leaders have
been endorsing a strategic approach to CSR — one that links CSR to business strategy — for
decades. Porter and Kramer’s article stimulated debate about the role of CSV and CSR, and the
HBR article received positive reception in academic literature. However, implementation of the
shared value concept remains limited. In the fall of 2013, The Economist Intelligence Unit
surveyed 285 senior executives on their approaches to sustainability and plans to explore new
business models to ensure long-term sustainability. The report concludes that a handful of
companies are considering the CSV approach but that adoption of the concept was limited with
companies challenged by site specific factors including geographic, temporal, and stakeholder
complexities (Economist Intelligence Unit, 2014). An additional issue associated with the idea
of creating shared value is that it does not lend itself to a best practice model: since CSV is
positioned as a business strategy, each company will develop its own proprietary approach that
identifies unique points of intersection between company needs and the needs of its
stakeholders. This makes it difficult to replicate success, even within the same company.
Examples of mining companies that have used the CSV strategy are discussed in future

chapters.
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It should also be noted that not every review of CSV was positive. Authors Crane,
Palazzo, Spence, and Matten (2014) label creating shared value a “seductive proposition”,
which has strengths but which they believe is undermined by critical shortcomings. Crane et al.
agree that “shared value” contributes to the continuing discourse on the role of business and
society, yet argue CSV should not be considered a substitute for CSR, that it ignores the tension
between economic and social goals and the complexities of the value chain, and — perhaps
most damning — posit that “instead of promoting the common good, CSV might promote more
sophisticated strategies of greenwashing” (Crane, Palazzo, Spence, & Matten, 2014, p. 137).

Porter and Kramer offer a very clear definition of CSV: “policies and operating practices
that enhance the competitiveness of a company while simultaneously advancing the economic
and social conditions in the communities in which it operates.” (2011, p.66). However, in
practice, the definition of CSV appears contested. In conversations with experienced social
practitioners, | have been told that it is not possible to create shared value between companies
and communities as the two entities do not share common “values”, and that a focus on a
corporate economic imperative is not conducive to sustainable development. This
misunderstanding of the intent of CSV, which is not about personal values or sharing value
previously created by firms, is an impediment to acceptance of the concept. When Porter and
Kramer first introduced CSV, they suggested that it provided strategic advantages that could
not be achieved by CSR. More recently, they have modified their stance, continuing to
advocate for CSV yet acknowledging that corporate philanthropy is needed, that CSR initiatives
to reduce harm are valuable, and that CSR helps to build trust between companies and

stakeholders (Porter, M. Lecture notes, 2016).
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The debate between CSR and CSV is part of a more complicated discussion about the
relevance of CSR. In recent years, some have declared CSR is dead. Peter Bakker, president of
the World Business Council for Sustainable Development (WBCSD) voiced this opinion in
January 2015 claiming that large companies were going beyond CSR to integrate sustainability
into strategy rather than being satisfied with the illusion of responsibility that CSR offers
(Townsend, 2015). John Browne (2016), former head of British Petroleum, endorses that view
arguing that CSR has failed both companies and society, principally because initiatives are often
detached from core business activities. This means company executives view CSR as a sunk
cost, investments that offer little return, and NGOs criticize company programs as propaganda
(Browne, Nuttall, & Stadlen, 2016, p. 13). Browne promotes “connected leadership”, described
as “the integration of societal and environmental considerations into core business decision-
making at every level of the company” (2016, p. 14) — a definition that aligns with that of CSV
and strategic CSR — and that is focussed on long-term success for both business and society.

Others, including John Elkington, who in 2017, co-chairs the United Nations Global
Compact Breakthrough Innovation Advisory Council, chairs the Global Reporting Initiative
Technology Consortium, and is a member of the Advisory Board of the Global Commission on
Business and Sustainable Development, feel it is too early to sound the death knell on CSR but
guestion if it remains fit for purpose. In a debate, hosted by Barclays Bank in October 2015,

Elkington noted that there has been a deep rooted and on-going discussion about the role of
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business in society, which has taken place using many different names but with a common

objective: helping companies to be not just “best in the world” but “best for the world”?.

2.8 Accountability

Publicly reporting CSR and environmental, social and governance (ESG) results is a way
companies seek to prove social responsibility and demonstrate transparency. International
Council of Mining and Metals (ICMM)!® members are obligated to publish annual reports in
accordance with the Global Reporting Initiative (GRI), the world’s most widely used
sustainability-reporting framework. The GRI targets investors and capital markets and focuses
on identifying issues deemed material to both business and its stakeholders. Efforts to link
traditional financial and operational performance with ESG initiatives are also under review by
the International Integrated Reporting Council (IIRC). The objective is to increase concise
reporting on strategy, governance, performance, and prospects, to account for the value of
assets not generally captured in financial statements, and to have that information externally
assured in the same manner as financial statements. Integrated reporting is an emerging
concept regarded as best practice by some and the Johannesburg Stock Exchange requires its
use by all member companies. While many endorse the integrated reporting concept,
achieving the IIRC’s goal of creating global comparability, and encouraging the allocation of
financial capital to reward and support long-term value creation, may be difficult to achieve.

Accountability measures are valid but despite their increasing availability and use the initiatives

% The debate can be viewed at https://www.youtube.com/watch?v=Kdu01FhtngU) .
10 An international industry association dedicated to improving social and environmental performance in the
mining sector.
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reported upon do not appear to be meeting stakeholder expectations for CSR. Reporting and

other CSR and transparency tools are examined in more detail in Chapter Three.

2.9  Mining-Community Conflict

In the mining sector, there appears to be increasing incidents of conflict between mining

companies and the communities that host their operations. Zhang et al. (2015) note that
“protests against mining operations and associated activities have constantly dominated

headlines around the world, with the consequences ranging from interruptions to mining
production through to the permanent closure of operations (2015, p. 1063).

Many of the mining company-community conflicts recorded in the past decade raise
fundamental questions about social responsibility, local rights, governance, and the
environment. Some have suggested that mining companies finding themselves at the centre of
CSR and sustainability debates could play a leadership role in developing new and progressive
ways of seeking solutions to common problems (Bebbington, 2014). Many of the common
environmental and social problems Bebbington references are encapsulated in the United
Nations (UN) 2030 Sustainable Development Goals (SDGs). It will be argued that the SDGs offer
the mining industry an opportunity to change its stakeholder dynamics.

The 17 SDGs, illustrated in Figure 2.3, have been endorsed by 193-member states of
the UN, as well as business, industry, development agencies, and civil society. Mining has
contributed to many of the problems the SDGs are seeking to address. For example, water
guality and quantity; environmental pollution and associated health risks; greenhouse gas
emissions and climate change; social inequity, conflict, and corruption, to name a few. Yet the

potential of industry to play a critical role in helping to achieve the SDGs in resource-rich
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countries is well recognized (UN Development Program, Columbia Centre for Sustainable
Investment, Sustainable Development Solutions Network, World Economic Forum, 2016).
Success will require mining companies to make changes to treat sustainability and social
responsibility as business strategy rather than discretionary spending (Stubbs & Cocklin, 2008),
and Michael Porter has declared the SDGs as “fantastic framing for CSV” (Lecture notes, HBS
Executive Education Program, December 6, 2016). Sustainability leader, Paul Polman, believes
the SDGS “present a clear moral case for change, but companies must also recognize that they
represent the business opportunity of a lifetime too and must adapt to take advantage of it
(sic)” (Polman, 2017). To advance the SDGs, mining companies will need to engage more
effectively to foster collaboration with stakeholders. This will be important because while
mining has a critical role to play in addressing the SDGs, industry will not be successful on its
own. The grand challenge and “The elegance of the SDGs is in the articulation that human
progress stems from achieving these clear targets through collective, collaborative, and
coordinated effort.” (George, Howard-Grenville, Joshi & Tihanyi, 2016, p.1881). SDGs 1, 6, 7, 8,
9, 13 and 16 have been flagged by the UN, the WEF, and others as those where mining has the
most potential to leverage its expertise and make the greatest contribution. The Cerro Verde
case study examined in Chapter Five is an investigation into how mining companies can make
business decisions with sustainability and social responsibility at the core. Although initiated
before the SDGs were launched, the case provides an example of what a mining company

willing to tackle SDG #6 (clean water and sanitation) can achieve.
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Figure 2.3 - The United Nations 2030 Sustainable Development Goals. Source:
http://www.un.org/sustainabledevelopment/news/communications-material/ Accessed 9 February 2017

It is a premise of this research that mining-community conflict is best viewed as a
“meta-risk” or enterprise risk — one that has the potential to affect all aspects of company
operations — that creates reputational risk as well as legal, financial, and operational risk.
Mining-community conflict travels the project life cycle from exploration, feasibility,
construction, operations, and closure, with feasibility and construction as the stages most
susceptible to incidents of company-community conflict (Davis & Franks, 2014). Conflict is
taking place in countries considered to be high-risk jurisdictions due to long-standing civil wars,
corruption, and/or weak governance. But mining-community conflict is also occurring in
politically stable first-world countries, such as Canada and Australia, which agencies such as UK
risk consultancy, Maplecroft, classify as high-risk jurisdictions due to stakeholder opposition to
mining. As an increasing number of mining companies have learned, when the competing
needs of stakeholders are not managed well, projects can be delayed, community opposition

can grow, and reputational damage can be accrued. This issue of mining-community conflict —
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referred to by some as social risk — is the subject of a quantitative analysis reported on in
Chapter Three.

In common with other terms used in this research, the definition of social risk is
contested. The view most frequently endorsed by industry is that of Kytle and Ruggie (2005)
who write, “from a company’s perspective, social risk arises when an empowered stakeholder
takes up a social issue area and applies pressure on the corporation (exploiting a vulnerability in
the earnings drivers — e.g. reputation, corporate image), so that the company will change
policies or approaches in the marketplace” (p.6). They suggest that CSR represents an excellent
mechanism for addressing social risk challenges across the business enterprise, provided it is an
extension of global operations policies, that CSR programs are not discretionary expenditures or
the target of cost-cutting activities, and that CSR is linked strategically to core business
functions (Kytle & Ruggie, 2005, p. 1). Those who endorse this definition advocate for using
CSR and stakeholder engagement to collect intelligence then integrate the information to the
organization’s strategic risk paradigm. In other words, aligning social risk with other forms of
risk management such as technical, legal, operating, financial, and political risk.

Social risk = [Threat (stakeholder + Issue)] x [Vulnerability]

Equation proposed by Kytle and Ruggie 2005 to assess probability and consequences of social risk

The perspective on social risk as the risk to business from the interactions with, and
actions of, host communities is echoed by Joyce and Thompson (2000). “The viability of
projects becomes threatened because they are considered socially unacceptable, a
phenomenon that we describe as social risk” (Joyce & Thompson, 2000). Yet others (for

example, Lapalme 2003; Schafrik and Kazakidis, 2011) have suggested that this definition is not
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appropriate, arguing that social risk is the risk that specific operations pose to local
communities. University of Queensland scholars (Brereton & Parmenter, 2006; Graetz & Franks
2015; Kemp, Worden & Owen, 2016) have been at the forefront of efforts to differentiate
business risk and social risk, encouraging industry to view social risk as the risk from mining
operations to one or more social entities (indigenous populations, communities, adjacent land
owners, local business, etc.). Graetz and Franks (2016) suggest that business risk and social risk
are conflated and that confusion over the definitions of these terms has the potential to lead to
greater conflict. They propose that social risk should be defined as “the perceived or expected
potential future threats to, and unwanted impact on, individuals and groups of individuals
arising from the processes of social change precipitated by development interventions and the
decisions of external actors” (Graetz & Franks, 2016, p. 587). This approach posits that threats
and unwanted impacts on a company’s operations, reputational capital arising from operational
decisions and strategies, and the exogenous response of other actors to these decisions and
strategies, should be labelled as business risk. Their University of Queensland colleagues
concur arguing that industry’s failure to distinguish between social risk, which they define as
risk to people, and business risk, “creates a barrier to accurately defining key concepts and
understanding the process through which risks interact” (Kemp, Worden, & Owen, 2016, p. 24).
Kemp et al. believe the mining industry is equating social risk with social acceptability risk, a
term introduced by Miller and Lessard in 2001 that stresses the importance of effective
stakeholder engagement to reduce community opposition to large engineering projects.

This research acknowledges the importance of definitional clarity and the rationale for

defining social risk as a risk to society rather than as a risk to business from society. The idea of
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social acceptability risk, proposed by Kemp, Worden and Owen, is an interesting one yet is
susceptible to the same criticism that has been levied against the term “social license to
operate”: it will be difficult to measure, easier to point to the absence of factors than to know
relevant factors are in place, and is likely to be contested by competing stakeholder groups
(Owen & Kemp, 2013). Mining companies are a principal target audience for the application of
this research and, therefore, it is relevant to speak to the risk to business from the interactions
with, and actions of, host communities. However, in recognition of the contested nature of the
term, and to show appreciation for the ongoing academic discussion, the term most frequently
employed in future chapters will be mining-community conflict. Chapter Six will revisit the
terminology in widespread use suggesting that the root cause of much “social risk” is a lack of
trust. Building upon practitioner experience, it will be suggested that “trust risk” may be a

concept worthy of future research.

2.10 Social License to Operate (SLO)

The term “social license to operate” was introduced by then-Pacer Dome executive, Jim
Cooney, honoured in 2011 by the Canadian Institute of Mining, Metallurgy, and Petroleum
(CIM) and, in 2017, by the Association for Mineral Exploration British Columbia (AME BC), for
his role originating the concept. In his work at Placer Dome, Cooney had come to realize that
even if companies were compliant with government regulations for operational performance,
reducing risks to human health and safety, and to the environment, and secured the required
permits for operations, social acceptability was not guaranteed. When he introduced the term
SLO at a World Bank conference in 1997, he intended it to be an analogy that highlighted the

equivalence of social risk management challenges at the community level with operational
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permitting requirement at the governmental level (Cooney, 2017). Since its first use, the
concept of SLO has morphed and “derives from the fact that every company needs tacit or
explicit permission from governments, communities, and other stakeholders to do business”
(Porter & Kramer, 2006). Social license is said to exist when a mining project is seen to have the
broad, ongoing approval and acceptance of society. The concept has been viewed positively by
some (see the work of lan Thomson and Robert Boutilier, 2011) and the term is now widely
used as an industry response to opposition and a mechanism to ensure the viability of the
sector. SLO also has detractors who view it as a harmful impediment to effective decision-
making about major industrial projects or who warn that philanthropy and traditional
approaches to CSR do not equate to a SLO (Harvey, 2014). For those attempting to work with
stakeholders to mitigate all forms of social risk, the concept of a social license raises thorny
guestions: who grants the social “license”, how do companies know when it has been earned,
how is it measured, and what does it look like? In common with CSR, there is considerable
diversity in the application of the term, SLO, and, both “. .. are casually used in board meetings
without a great deal of deeper meaning. They have also become somewhat synonymous with
simply throwing money at a problem” (Globescan, 2014).

The legitimacy of the SLO term is further complicated when SLO is conflated with Free
Prior and Informed Consent (FPIC) or linked to IBAs. Thomson and Boutilier (2011) and Prno &
Slocombe (2012) identify crucial differences between FPIC and SLO: FPIC, derived from UN
Declaration on the Rights of Indigenous People (UNDRIP) and the International Labour
Organization (ILO) convention 169, is a duty of the state versus SLO which companies can

obtain without state involvement. The goal of FPIC is to ensure consent is received before the
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project proceeds and as a condition of government approvals. This can be contrasted with SLO
which considers the need to maintain good relationships once the project is operating. Another
fundamental difference is that FPIC is specifically focussed on indigenous peoples while SLO
encompasses indigenous peoples plus all stakeholder groups (Prno & Slocombe, 2012)

IBAs, also known as Participation Agreements (PAs), are increasingly common in
Canada and represent legally binding agreements between a mining company and Aboriginal
groups whose traditional lands are impacted by the proposed mining project. Typically
negotiated between company and Aboriginal community, or First Nation, without state
involvement, the agreements are a means to ensure that Aboriginal communities benefit from
— or are compensated for — mining on their traditional lands. These agreements can include
royalty sharing or other means of financial compensation, preferential contracts, opportunities
for jobs, training, and economic development. Lapierre and Bradshaw (2008) seem to suggest
IBAs are a means of securing SLO. Others describe IBAs are a means to compensate Aboriginal
communities: to address the adverse effects of commercial mining activities on local
communities and their environments, and ensure that First Nations receive benefits from the
development of mineral resources (Sosa & Keenan, 2001, p. 2). In my personal experience?,
IBAs can include clauses prohibiting signatories from protesting against the mine specified in

the agreement, however, | would argue that although IBAs may be a formal aspect of securing

1 During my time at De Beers | worked closely with the team negotiating participation agreements with the
Attawapiskat First Nation for the Victor Diamond Mine in Ontario and with the Lutskel’ke for the Snap Lake
Diamond Mine in the Northwest Territories. | was also on the IBA team negotiating agreements with two First
Nations impacted by the Mount Milligan Mine in British Columbia.
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social permission, the intent is compensation and therefore IBAs should not be conflated with

social license!?.

2.11 CSR Challenges
For decades, scholars have sought to determine if the financial benefits to business from its CSR
activities can meet or exceed the costs of its contributions to social welfare. If so, CSR can be
justified as a wise investment; if not, CSR can be condemned as an agency problem (Barnett,
2007). Friedman’s classic argument says the costs of social welfare programs cannot be
justified by business. The father of stakeholder engagement, R. Edward Freeman, takes the
opposing view, arguing there is a business case for effective engagement and socially
responsible behaviour (2010). Scholars including Charles Fombrun and Cees Van Riel, founders
of American think tank, The Reputation Institute, have sought to demonstrate that companies
with good reputations, which they believe are built upon a foundation of CSR, report
significantly higher operating performance. Research conducted annually by the Reputation
Institute suggests companies with a good reputation earn a 30 per cent higher valuation (profit
to earnings ratio); earn a 15 per cent better valuation based on enterprise value/earnings
before interest tax and amortization (EBITA); and, out-perform low reputation firms and the
Standard & Poor 500 Index on the stock market (Reputation Institute, 2011).

There is other research indicating the financial value of a good reputation (Barnett,

2006, de la Fuente Sabate & Quevedo Puente 2003, Suh, 2007, Fombrun and Shanley, 1990),

121t is worth mentioning that Environmental Impact Assessments (EIAs) and Social Impact Assessment (SIA) are
typically part of a regulatory review process. Both can create baselines to measure CSR performance and
contribute to a requirement to implement practices to mitigate impacts but, as was noted by Cooney 20 years ago,
the granting of approval for a EIA or SIA should not be confused with a SLO.
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with a suggestion that 70-80 per cent of market value comes from hard-to-assess intangible
assets, including brand equity, intellectual capacity, and goodwill (Ecceles, Newquist, & Schatz,
2007). This figure aligns with the claim made by the World Resources Institute that
approximately 75 per cent of the market capitalization of companies in the Dow Jones
Industrial Average is derived from a company’s brand and reputation (Herz, La Vina, & Sohn,
2007, p. v). The financial value of reputation is reinforced by Roberts & Dowling’s (2002)
empirical research demonstrating, “That a corporate reputation is an important strategic asset
that contributes to firm-level persistent profitability” (p.1091). There is also empirical evidence
that investors reward socially responsible companies (Sharfman & Fernando, 2008) and that the
stock market responds negatively when a firm is removed from social responsibility stock
market indices, which happens when a firm is believed to have engaged in irresponsible
behaviour (Doh, Howton, Howton, & Siegel, 2010). A countermeasure to Doh et al. —or
perhaps an exception to their findings — is offered by an example from the mining sector. In
2011, Canadian mining company, Goldcorp, was removed from the Dow Jones Sustainability
Index (DJSI) following long-standing allegations of human rights and environmental abuses at its
Latin American mines, particularly the Marlin Mine in Guatemala. The news was announced in
September 2011. One month earlier, in August 2011, the company’s stock was trading at
S45.64. In September, the stock price increased to $48.64 and closed the month of October,
several weeks after the DJSI announcement, at $53.69, suggesting in that case the loss of
certification had negligible impact on Goldcorp’s investors. This one example does not detract
from the relevance of the growing body of literature positing a business case for assessing

project risk not only for financial, legal, and operating risk but also through the lens of
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reputational risk, measuring and mitigating social risk can enhance the probability that a project
can proceed and, ultimately, generate sustainable value (Henisz, Dorobantu, & Nartley, 2013).

Carroll and Shabana (2010) concur that strengthening legitimacy and reputation is one
aspect of the business case for CSR, noting three other drivers: reducing cost and risk; building
competitive advantage; and creating win-win synergistic value creation. Efforts to document a
positive relationship between corporate social performance and financial performance have
also attracted considerable scholarly research (for example, Margolis & Walsh, 2003; and
Orlitzky et al, 2003).

In the mining sector, a solid business case for social and environmental performance
supports company personnel wishing to integrate the social aspects of mining into business
strategy. Some scholars suggest making the business case for CSR contingent, or firm specific,
versus universal (Barnett, 2007). There is also a suggestion in the literature that the business
case should address value protection and capture, as well as the potential for value creation
(Parker, Van Alstine, Gitsham, & Dakin, 2008). Some scholars focus on establishing the ideal
level of CSR spending, which McWilliams and Siegel (2011) classify as one that maximizes
private return and is determined by cost benefit analysis (CBA). However, traditional
evaluation techniques including CBA, as well as net present value (NPV), discounted cash flow,
and internal rate of return (IRR), can be difficult to apply to CSR initiatives. In the mining sector,
monetizing social risk, or the costs of conflict, is one variable in the equation illustrating the

value proposition of strategic CSR.
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2.12 Lack of Social Acceptance

Research by environmental consultancy, Environmental Resources Management
(ERM), tracked mine development projects with a capital budget of more than $500 million
over a four-year period (2008 — 2012) to determine how many projects came into production
on time and on budget. Less than a third were commissioned on schedule, 46 per cent were
delayed, with non-technical risk factors, including lack of social acceptance, cited as the most
common causes of impediment (Molyneaux, 2013). These findings are reinforced by Ernst &
Young’s research in 2014 examining projects costing +51 billion. Once again, 50 per cent of the
projects reported schedule delays with stakeholder conflicts one of the root causes (EY Mining
and Metals Centre, 2015, pp. 23-25). The ICMM attempted to quantify global incidents of
mining community conflict, reporting an exponential increase in the decade from 2002, where
fewer than 10 conflicts were recorded, to 87 in 32 countries in 2012 (Hodge, 2014). ICMM used
publicly available data on incidents reported to civil society organizations. In its 2015 social and
economic report, the ICMM notes that “these sources were not corroborated by the parties
involved or third parties; which has a potentially limiting effect on the reliability of the sources
used” (ICMM, 2015, p. 6). This acknowledgement prompted interest in examining a source not
previously considered, yet deemed relevant for its purported objectivity: media coverage. The

findings of that empirical analysis are reported in Chapter Three.
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REPORTED GLOBAL INCIDENTS OF MINING COMMUNITY
CONFLICT

2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002

Figure 2.4— Data from ICMM. Sources: Business and Human Rights Resource Centre, ACCESS, Compliance Advisor Ombudsman
for IFC and MIGA, Global Policy, Indigenous Peoples Issues and Resources, Mines and Communities, Mining Watch Canada,
National Confederation of Peruvian Communities Affected by Mining(CONACAMI), OECD Watch, and Office of the Extractive
Sector Councillor of Canada.

While the literature notes that causes of mining-community conflicts are often
complex, the ICMM (2015), E&Y (2014), Davis et al. (2014), Dobbs et al. (2013), Franks et al.
(2014), and Kemp et al. (2011), have found that many situations are driven by competing
demands for land access, concerns about social and cultural change, issues related to resource
governance or transparency, and inequitable distribution of benefits. Regardless of the cause
of the dispute, there is agreement that mining community conflict is costly.

In 2014, researchers reported on the results of a series of qualitative interviews with
mining company personnel (Davis & Franks, 2014). The research suggested two principal costs
associated with mining community conflict: those related to preventing or addressing conflict;
and, those associated with the outcomes of conflict including project modification, redress, and

lost production. Multiple interviewees reported cases of mining projects with capital
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expenditures of between USS3-5 billion losing US$20 million per week of delayed production in
net present value terms arising from community conflict (Franks, et al., 2014). In addition to
lost opportunity value, a further outcome of company-community conflict is reputational
damage. Franks et al. (2014) acknowledge that capturing the full cost of reputational risk can
be challenging but point to media analysis as one useful tool — an observation that lends
credibility to the methods employed in Chapter Three.

Another interesting finding from the above research was that many companies do not
aggregate the full cost of conflict. A common organizational approach for mining companies is
to operate within silos (business units or functional areas such as operations, finance, legal,
human resources, and social responsibility) and with a degree of autonomy between site and
head office operations. This creates challenges for companies seeking to quantify the value of
staff time diverted to manage conflict, which Franks et al. (2014) found was the most often
overlooked cost of stakeholder-related risk. Complicating stakeholder engagement is the fact
that stakeholders are typically the responsibility of different functional areas within the
organization. But if actions across departments are not aligned, confusion can result with the
perception of different — or contradictory — information creating reputational risk. Kemp and
Owen (2013) argue that the extent to which mining companies integrate social practitioners
(CSR and community relations personnel) to core business demonstrates the value the
company assigns to social performance, and indicates the company’s level of commitment to
CSR. Another finding of their research is that when community knowledge is integrated to
business decision-making it reduces risk to operations from community concerns (Kemp &

Owen, 2013). The conclusion that an integrated team creates stronger internal alignment,

66



supports more effective risk management, and protects trust, is discussed further in Chapters

Four, Five and Six.

2.13 Trust Deficit

Global public affairs agency, Edelman, has been tracking trust in business, industry,
government, the media, and NGO groups for 17 years. The annual Edelman Trust Barometer is
a survey of 33,000 people in 28 countries and the 2017 results indicate that “trust is in crisis
around the world” (Edelman, 2017, p. 8). The 2017 survey shows that general trust in major
institutions declined broadly. This is unwelcome news for mining, which ranks as one of the
least trusted industry sectors. In 2014, research consultancy Globescan measured net trust in
industry sectors in 24 countries. Mining scored -4, well below the most trusted sector,
information technology, with +24 points (Globescan, 2014).

Net Trust* in Industry Sectors
Average of 24 Countries, 2014

IT/computer I
Auto I
Pharmaceutical - 9
Food/beverage - 7
Mobile/cell phone . 4
Beer 0
Mining -4 .
Media/entertainment <R
Chemical -1 [
Banks/financial -13 -
Oil/petroleum -14 -

<
«

+v

**A lot of trust” and “Some trust” minus “Not much trust” and "No trust at all*

Figure 2.5 — Net trust in industry sectors. Source Globescan Radar 2014 Presentation (p.5). Polling results for question “please
tell me how much you trust each of the following types of companies. Scale is from 1 (no trust at all) to 5 (a lot of trust).
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Trust is a central element in local communities’ acceptance of mining and is shaped by
perceptions of distributional and procedural fairness, and confidence in governance (Zhang, et
al., 2015). Findings of the Zhang et al. research (2015) suggest that in situations where
community residents feel that mining companies have not treated them fairly, or where
companies are believed to have failed to distribute benefits, mining-community conflict is a
likely outcome. Much of the social responsibility and sustainability literature reviewed thus far
endorses the notion that trust is a crucial factor in reputation (see Tuck 2012 for an assessment
of reputation formation in the Australian mining industry), that mutual trust is the foundation
for effective stakeholder relationships, and that lack of trust is a driver of mining-community
conflict. This issue is explored further in Chapter Four where it is proposed that trust may merit

its own category of risk.

2.14 Summary and Conclusions
Having reviewed the various definitions for CSR, and considered them in the context of the
objectives of this research, the Kytle and Ruggie (2005) definition has been selected to frame
this discussion. When applied to the mining sector, this definition suggests that CSR
incorporates philanthropy and compliance to a business strategy to manage the triple bottom
line (environment, economic and social), as well as relationships with stakeholders in the
workplace, the marketplace, the supply chain, host communities, and with government. It will
be argued that to reduce mining-community conflict, company success is contingent on a long-
term vision for delivering business and social value that can be framed within strategic CSR.
While there is general agreement in the literature that CSR in the mining sector is

required to earn social consent — sometimes referred to as a social license to operate — there is
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little consensus on which CSR approach (transactional, transformative, or transactional) is best
and very little empirical evidence of which approach should be utilized at the various stages of
mining projects. A hypothesis considered in this research is that traditional corporate social
responsibility programs, grounded in philanthropy and other forms of transactional stakeholder
engagement, contribute to trust building but are not effective at reducing mining-community
conflict. An objective of this research is to address this gap in current literature and offer a
theory for grounding CSR approaches within the temporal boundaries set by the common
stages of the mining life cycle: exploration, construction, operations, and closure. It will be
argued that the long-term nature of mining, where life of mine can extend for several decades,
makes the sector ideally suited to invest in strategies that deliver benefit to both business and
society. The UN 2030 SDGs appear to offer the mining industry an opportunity to break the
cycle of short-term thinking, currently dominating financial markets, and create measurable
business value by addressing social problems that affect operations. This research proposes
that using the creating shared value strategy to address social issues exemplified by the SDGs
can be characterized as transformative.

As confirmed by the literature review, there is no shortage of tools to help companies
communicate, or of strategies to support community engagement. However, incidents of
mining-community conflict continue to increase despite initiatives by mining companies to earn
social acceptance and report on CSR. | interpret these findings as an illustration of
dissatisfaction with the current model of resource extraction — one that has failed to transform
resource wealth into longer-term sustainability for the communities that host mining

operations.
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The root cause of much mining-community conflict appears to be driven by a lack of
trust. Mining companies wishing to adopt a more strategic approach to CSR and sustainability
may need to consider how to use transactional and transitional CSR to earn the trust necessary
to advance to more transformative approaches where trust is a central tenet. This research will
present a hypothesis that the CSR continuum can be temporally bound to the stages of mine
development (exploration, construction, operations, closure) to support more sustainable
outcomes aligned with the UN 2030 SDGs. Before exploring the opportunity for mining
companies to reframe CSR as a strategic business imperative (that supports sustainable
outcomes for extractive communities), it is necessary to examine mining-community conflict in
more detail. Chapter Three reports upon a quantitative analysis of international media
coverage from 2012 - 2015. The objective is to document the number of incidents, companies

and countries affected; classify causes of conflict; and consider questions raised by the findings.
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Chapter 3: A Media Analysis of Mining-Community Conflict and Investigation

into the Value Proposition of Social Responsibility

3.1 Setting the Stage

From the high stakes odds of finding a mineable deposit to the challenges of building and
operating projects in inhospitable regions, mining has always been a risky business. Over the
years, mining companies have become adept at managing a triumvirate of traditional risk (legal,
financial, and operating), building expertise to mitigate threats to project production schedules
and budgets, and to position shareholders to profit from their investment. But the ability to
manage social risk, interpreted in this chapter as the risk to operations from interaction with,
and the actions of, communities that host mining (Bekefi, Jenkins, & Kytle, 2006), and which
may be characterized as the moral evaluation of corporate behaviour (Yaziji, 2005), has proven
to be more difficult.

Social risk raises the spectre of social responsibility and, until recently, the mining
sector tended to embrace Nobel-prize winning economist Milton Friedman’s belief that, “There
is one and only one social responsibility of business — to use its resources and engage in
activities designed to increase its profits” (Friedman, 1970). The sector’s ability to focus on
profits was enabled, in part, by the fact that for many years the public had little input to mine
planning. While there may have been occasional cases of individuals criticizing unacceptable
behaviour, it was not until the latter part of the 20t century that various stakeholder groups
achieved success when pressuring government and industry to move towards transparency in

operational decision-making and financial reporting (Paine, 2003). This may be why the global
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mining industry only rallied around social responsibility in the mid-1990s, a time of rising NGOs'
influence. Several highly-publicized mining incidents that adversely affected public opinion of
the mining sector also occurred in the 1990s. Some of the issues Dashwood (2014) cites as
attracting attention in those years included the forced closure of the Bougainville Mine in
Papua New Guinea due to environmental and human rights concerns; the collapse of the tailing
storage facility at the Marcopper Mine in the Philippines with the subsequent pollution of the
region’s drinking water; and land use conflict resulting in the failure to secure permits for the
Windy Craggy copper project in the Canadian province of British Columbia. In addition, there
was the Westray explosion that killed 26 underground coal miners in Nova Scotia and resulted
in criminal charges against two mine managers for alleged mismanagement; and bitter strikes
in the British coal mining sector. The 1990s were also a time when lending institutions,
including the World Bank, began to attach environmental conditions to loans and when
discussions began that led to the development of the International Finance Corporation’s (IFC)
first performance standards, introduced in 2006. In the face of growing social opposition,
industry formalized its commitment to responsible mining with the formation of the Metals,
Mining, and Sustainable Development (MMSD) initiative, which, in 2001, became the
International Council for Metals and Mining (ICMM).

In the first part of the 215 century two fundamental changes occurred that adversely
affected the success of mining projects and rattled the business-as-usual approach. The first
was a change in the definition of business success. Milton Friedman’s notion that the “business
of business is business” has largely been replaced as companies endorse a new standard of

corporate performance: one that places a growing emphasis on social imperatives as well as
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financial performance, and where profits benefit stakeholders, not just shareholders. The
second was increasing and costly incidents of mining-community conflict. From minor
situations of company-community disagreement to sustained violent conflict, a failure to earn
stakeholder approval has emerged as one of the leading causes of project delays and a key
strategic risk. As noted in Chapter Two, Ernst and Young (EY) ranked civil opposition to mining
projects as one of the top three risks to mining companies in 2014, and from 2008 — the peak of
the super cycle —into 2016, earning a “social license to operate”3 ranked in the top 10 mining
sector business risks identified by EY. In other words, for mining companies, whose projects
can be built only where the deposit exists, and where the life of mine can extend several
decades, generating value for both company and community is becoming a strategic
imperative.

As a result, a growing number of mining companies endorse corporate social
responsibility (CSR), hiring in-house experts and embracing global performance and reporting
protocols such as the Global Reporting Initiative (GRI); Extractive Industries Transparency
Initiative (EITI); IFC performance standards; the United Nations Global Compact; the Guiding
Principles on Business and Human Rights; the United Nations Declaration on the Rights of
Indigenous People (UNDRIP); and, the recently announced United Nations 2030 Sustainable
Development Goals (SDGs). Evidence that miners are attempting to deliver CSR programs and

report upon them in a more transparent way is provided by the growing number of companies

13 Defined here as the tacit and ongoing approval of local communities and other interested parties.
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reporting to the GRI. In 2002, eight mining companies filed GRI reports. By 2012, the start of

this study period, 193 mining companies filed GRI reports.

Companies adopting more socially responsible strategies may have different motives:

some may be attempting to side-step regulation or avoid liability; some may be hoping to
insure their reputation against the threat of online campaigns; others may genuinely want to
change the nature of business to become more socially responsible. But whether the
motivation is altruistic or enlightened self-interest, successful companies recognize the new
premise: “Corporate social responsibility programs are a necessary element of risk
management for global companies because they provide the framework and principles for

stakeholder engagement, can supply a wealth of intelligence on emerging and current social

issues/groups to support the corporate risk agenda, and ultimately serve as a countermeasure

for social risk.” (Kytle & Ruggie, 2005, pp. 1-2).
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Year

Initiative

1989
1997
1999

2000

2002

2003

2004

2006
2007

2010

2011

2015

2016

International Labour Organization -Convention 169 on the Rights of Indigenous
Peoples

Global Reporting Initiative (GRI)

Mining Minerals and Sustainable Development (MMSD)

Dow Jones Sustainability Index (DJSI)

UN Global Compact

Voluntary Principles on Security and Human Rights (VPs)

Calvert Social Index

Carbon Disclosure Project (CDP)

International Cyanide Management Code

SustainAnalytics

International Council for Mining and Metals (ICMM)

Extractive Industries Transparency Initiative (EITI)

Equator Principles

Kimberley Process

Towards Sustainable Mining (TSM)

International Finance Corporation (IFC) performance standards

KLD Global Sustainability Index

United Nations Declaration on Rights of Indigenous Peoples (UNDRIP)
Free Prior and Informed Consent (FPIC)

International Standards Organization (1SO) 26000

International Integrated Reporting Council (IRCC)

Dodd Frank — conflict minerals

UN Guiding Principles for Business and Human Rights (Ruggie Principles -Protect,
Respect & Remedy)

Canadian Extractive Sector Transparency Measures Act (ESTMA)

UN Sustainable Development Goals

EU Conflict Minerals Regulation

Table 3.1 — Select CSR reporting and management initiatives by year established

Yet despite efforts to endorse policies and procedures to support socially responsible

performance, the observation has been made that, “In recent years, mining company-

community conflicts have received a great deal of attention by advocacy organizations and

traditional and social media, creating the impression that these incidents are on the increase.”

(International Council on Mining and Metals, 2015, p. 2). ICMM data, referenced in Chapter 2,

was based on a review of the websites of advocacy groups including Business and Human Rights

Resource Centre, ACCESS, Global Policy, and Mining Watch Canada, and monitoring groups such

75



as the Office of the Extractive Sector Counsellor of Canada.* The findings suggest there were
fewer than 10 mining-community conflicts in 2002 and more than 80 a decade later in 2012
(2015). This raises questions about how is conflict defined, if conflict levels have stayed the
same but reporting has increased, whether all incidents of “conflict” reported by advocacy
groups are also reported by the media, and if the escalation of conflict in recent years coincides
with an increase in mining exploration, development, and operations. Other potential causes
of increasing conflict may be development in areas where mining has not previously occurred
(Brereton, 2014). The questions give rise to three hypotheses to be tested in the media
research:

1. Increasing incidents of mining-community conflict are resulting from a failure on the part of
mining companies to meet community expectations for sustainable outcomes.

2. Traditional corporate social responsibility programs, grounded in philanthropy and other
forms of transactional stakeholder engagement, contribute to trust building but are not
effective at reducing mining-community conflict.

3. Itis possible to find “win win” solutions by augmenting standard philanthropic and
performance optimization measures with CSR policies and practices that resolve problems

shared by both company and community.

3.2 Methodology
This research is situated within corporate social responsibility and stakeholder engagement

theory. Risk reduction is recognized as an important aspect of the business case for CSR (for

14 The full list of sources used can be found on p. 7 of the ICMM report
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example, Bekefi, Jenkins & Kytle, 2006; Kytle & Ruggie, 2005; Paine, 2003; Parker et al, 2008,
Zandvliet, 2004) and stakeholder engagement is a fundamental component of securing social
permission to operate, and of effective community relations in the mining sector (Prno &
Slocombe, 2012).

To extend past research, and investigate a source noted as important yet not

previously explored, this chapter reports on a media analysis of mining-community conflict

reported in the years 2012, 2013, 2014, and 2015. This time frame provides two years of data

(2012 and 2013) to compare with the ICMM findings, coincides with the development of the UN

2030 Sustainable Development Goals at the Rio +20 Conference in 2012, and extends the
research database with two additional years of study, ending the year the UN SDGs were
announced. The media analysis quantifies incidents of mining-community conflict to
investigate four questions:

1. Areincidents of mining-community conflict increasing?

2. In which countries are mining-community conflicts occurring?

3. Which companies and commodities are involved?

4. What are the main drivers of company-community conflict?

The dependent variable is incidents of company-community conflict in the mining

sector. The independent variables include the country of conflict, the company and/or project

involved, whether the project is a greenfield operation, expansion project, or existing

operation; the commodity being mined; and the drivers of conflict. The research represents a

systematic effort to quantify serious conflict situations, and examine the premise that conflict is
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due, in part, to the failure of popular approaches to CSR that are not effective at meeting
community expectations for sustainable outcomes.

While acknowledging that media reports are likely to highlight dramatic issues and
cases, it is noted that this real-time, events-based approach has been used by other scholars
(including Henisz, Dorobantu & Nartley 2013 and Davis & Franks 2014). In addition,
“International events data, day-by-day coded accounts of who did what to whom as reported in
the open press,” (Goldstein, 1992, p. 369) are a valuable source of quantifiable information.
While news stories can be perceived as sensational, journalists working for international
agencies commit to reporting news without distortion or misrepresentation and must be
“independent, free from bias and executed with the utmost integrity” (Reuters, 2014). Media
coverage also provides valuable insight to a company’s reputation, which is shaped by the
information stakeholders receive about the organization (Fombrun & van Riel, 2004). As other
scholars have noted, the media acts as a watchdog on corporate behaviour, which plays a role
in prompting corporate governance by exposing inappropriate behaviour (Campbell J., 2007).
For these reasons, the media offers a relevant source of information on how mining companies
or their projects are viewed.

The principal tool for the media analysis was FACTIVA, the news database owned by
Dow Jones, which aggregates content from more than 30,000 publications and newswires,
including primary source agencies (i.e. those that break news versus simply reprinting the
reports of news-breaking agencies). To complement this database, the website of

www.mining.com, a leading industry news agency not included in FACTIVA, was also searched.

78



Findings from the media analysis are examined to test the hypothesis that current
approaches to CSR, grounded in philanthropy and other forms of transactional stakeholder
engagement, are failing to deliver long-term benefits to communities that host mining
operations. To test this hypothesis, CSR performance indices are reviewed to determine if
those companies involved in multiple incidents of serious conflict meet the criteria for socially
responsible companies, that is:

1. Have companies experiencing more than one incident of community conflict earned
a place on sustainability on CSR performance indices?
2. Do these companies report on CSR using widely internationally recognized
methodology?
3. Do the companies examined have Board of Director committees providing guidance
on CSR and sustainability?
If most companies investigated meet criteria for social responsibility, the hypothesis that
current approaches to CSR are not effective social risk mitigation measures will be investigated

further.

3.3 Media Analysis

The first step in the media analysis was a search of the FACTIVA and mining.com
databases for news stories containing key words from three verb categories to identify conflict
situations: defensive (reject, protest, deny); offensive (accuse, demand, warn, threaten) and
conflict action (demonstrate, reduce relationships, expel, seize, force). The verb categories
were adapted from a scale developed for the purposes of analyzing World Events Interaction

Survey (WEIS) data.
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In total, more than 30,000 articles were captured using search terms “mining+

n o«

protest”, “mining+threaten” and “mining +conflict”. Articles were screened to remove
duplicates (articles reproduced in multiple media outlets), as well as articles where key words
were used in a different context. For example, “conflict” minerals, where much of the news
coverage during the search period reported on efforts to introduce legislation designed to
reduce trade in materials mined in conditions of armed conflict or human rights abuses.

The remaining articles were subjected to a second screen to capture only those
reflecting serious conflict situations rather than all instances of company-community
disagreement. The screening protocol took guidance from a scale in conflict literature. Joshua
Goldstein’s interest in aggregating events by a means other than verb categories to count the
number of conflicts, led him to design a set of weights for use in events data research. While
Goldstein’s scale of plus 10 (high co-operation) to negative 10 (major conflict) was developed to
assess the degree of conflict and cooperation between social and political actors, it is used here
to distinguish incidents of serious conflict as opposed to all incidents of company-community
disagreement.

For this research, only those situations that Goldstein’s method would place in the
conflict quartile (scoring -5 to -10) are considered. For example, articles on reports of
complaints or grievances, cancelled events, or a halt to negotiations were removed, as were
“peaceful” protests. While these events document disagreements, stakeholder engagement
theory suggests that if managed properly this tension can be productive and need not escalate

to the types of conflict that inflict physical, emotional, financial, or reputational damage. As

Bond (2014) notes, some degree of conflict is inherent in enduring relationships and, if
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managed properly, can support positive outcomes. These outcomes may include changes to

design to minimize impacts, or as Bebbington (2014) suggests, conflict can drive improved

performance and in so doing reduce future conflict (see also Bebbington & Bury, 2009). For this

reason, only articles containing descriptions of sustained or multiple protests, expelling groups

or personnel, destruction of property or equipment, threats with force, attacks or violent

assaults are included in this research.

Articles coded as cooperation (+10 — 0)*°
and minor conflict -1 to -4 were removed

Articles coded to categories -5 to -10
were included in the research

Goldstein | -1to -4
weight Mild/moderate conflict: not included
Examples | Deny accusation, give warning, submit,
of event reject, peaceful protest

type

Search Mining + protest

Example Protests hit second largest uranium mine in
of news Namibia

report By Vladimir Basov
www.mining.com 2 July 2013

“...protesters had organized the peaceful
demonstration”

-5t0-10
High conflict: included

Sustained or multiple protests/protest
with fatalities, detain personnel, damage
equipment/property, expel group, threat
with force, oppose, attack, assault, or
violence

Mining + protest

Guatemala sends police, army to crack
down on anti-mine protests, issues
emergency decree

By Sonia Perez Diaz and Luis Soto
Associated Press 2 May 2013

“. . .several days of violent clashes
between police and anti-mining
protesters.”

Table 3.2- — Adapted from Goldstein’s conflict co-operation categorization to illustrate the screening protocol.

Since the objective of the research is to investigate incidents of mining-community

conflict, media articles reporting on military conflict and/or terrorism were not included.

15 410-+6: Extend assistance, make agreement, give verbal support, receive/host visit
+5-0: Ask for information, appeal, express regret, return property, apologize
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Divestment campaigns (efforts on the part of advocacy groups to brand a company’s stock as
unethical, or a “sin stock”, and encourage investors to sell — or divest —the asset in question)
were also excluded from the results. Although divestment campaigns are a form of protest and
can be said to represent conflict, these events generally target the industry versus an individual
company — for example, the coal industry or fossil fuel producers. Labour strikes were only
included if industrial action escalated into wider community conflict such as an associated
community protest and/or blockade. For this reason, platinum strikes in South Africa —a major
source of conflict in 2012 — are included when the company in question also experienced
community protests in support of workers. Incidents of resource nationalism have not been
included unless there was a corresponding community protest or if community conflict served
as a trigger to demand resource nationalism — for example, conflict in Kyrgyzstan over Centerra
Gold’s Kumtor gold mine!®. Also not included, are legal cases before the courts during 2012-
2015 addressing pre-2012 issues, or protests at the annual general meetings (AGM) of publicly
traded companies. AGM protests may be triggered by company-community conflict but
frequently involve non-community based actors and issues.

Once the screening process was complete, situations of mining-community conflict
were coded by year, the country in which the conflict occurred, the company, and project
and/or property, and commodity involved. Figure 3.1 illustrates the findings from three of the
four research questions: are incidents of mining-community conflict increasing; how many

countries are experiencing mining-community conflict, and how many companies are involved?

16 For a summary of the Kumtor issue please see http://www.mining.com/criminal-probe-opened-against-
centerras-kumtor-managers/

82


http://www.mining.com/criminal-probe-opened-against-centerras-kumtor-managers/
http://www.mining.com/criminal-probe-opened-against-centerras-kumtor-managers/

Additional details on which countries are experiencing situations of mining community conflict

are illustrated in Figure 3.3 and the causes of conflict are analyzed in Figure 3.4.

3.4 Findings

34.1

Incidents of mining-community conflict increased during the study period: from 33 in

2012 to 55 in 2015

Compared to the data collected from advocacy group websites, incidents classified as serious

mining community conflict as reported in the media in 2012 (33) and 2013 (40) were not as

numerous as incidents recorded by advocacy groups in the ICMM research (+80 each year).

There are three potential explanations.

1.

2.

The imposition of a weight for conflict means not all situations of company-community
disagreement are recorded and therefore a lower number of conflict situations is to be
expected.

The use of media analysis, which imposes the need for a degree of validation to the
allegations of disagreement raised by third parties may mean that not all incidents
reported in the ICMM data were viewed by journalists working in the international
business media as conflict worthy of coverage. Media coverage can therefore be said
to offer some balance and verify the content on advocacy websites, which are at liberty
to report allegations of their members without a requirement for third-party
verification.

Using the FACTIVA database may mean that certain regions are underrepresented. For
example, while there was coverage of labour disputes, worker safety, and strikes in

China and Russia there was very little coverage of mining company-community
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interaction. This may be attributed to restrictions placed upon the media in those
countries and the subsequent lack of press freedom. Both countries fall into the
bottom quartile (least free) of 180 countries surveyed by Reporters without Borders in
the 2016 World Press Freedom Index: Russia is ranked #152 with China at #176.%7

(Reporters without Borders, 2016)

For these reasons, the results of the media analysis should be viewed as an empirical baseline
meeting the following criteria: the conflict generated the attention of the international media,

and, using the Goldstein conflict-cooperation scale, the incident is classified as a serious

conflict.
GLOBAL MINING COMPANY-COMMUNITY CONFLICTS
FACTIVA Media Analysis
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Figure 3.1- — Incidents of mining company-community conflict, countries and companies affected 2012, 2013, 2014, 2015

17 The World Press Freedom Index has been compiled annually since 2002 by Reporters Without Borders to survey
the level of media freedom and independence in 180 countries.
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The media analysis (Figure 3.1) records 33 conflict incidents in 2012, 40 in 2013, and 35
in 2014, however, there is then a significant increase noted in 2015 with 55 reported incidents
of serious mining company-community conflict. These findings prompt a question about the
level of activity in the global mining sector: perhaps the increase in incidents corresponds to an
increase in the number of mining discoveries and operations. If mining was increasing, we
could expect to see sector revenue numbers increasing. However, as Table 3.2 shows, this is
not the case. The increase in mining-community conflict coincides with a period of financial
constraint in the global mining sector, when revenue was down, exploration investment was
reduced, new discoveries sharply declined (Figure 3.2), and when marginal operations were
placed on care and maintenance or closed. In addition, the SNL Metals & Mining Pipeline
Activity Index, a measure of global exploration and mine development activity, slumped in 2012
— the start of the research period — fell further in the first half of 2013, and remained depressed
until the end 2016 (S&P Global Market Intelligence, 2016). This indicates that increased
incidents of mining-community conflict cannot be attributed to a corresponding increase in

mining activity. Increased conflict is explored further in the discussion of causes.

2012 2013 2104 2015

Revenue of the global mining industry as
represented by the top 40 mining USS525B © USS512B | USS500B | USS402B
companies

Table 3.3- Data from http://www.statista.com/statistics/208715/total-revenue-of-the-top-mining-companies/
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Figure 3.2— Global exploration spending and discoveries. Graph courtesy of Dr. Scott Dunbar, NBK Institute of Mining
Engineering, University of British Columbia. Data provided by Richard Schodde, Minex Consulting, Australia.

3.4.2 The number of countries experiencing mining-community conflict increased from 18 in
2012 to 30 in 2015

During the study period, the number of countries experiencing mining-community conflict

nearly doubled: from 18 in 2012, to 27 the following year, declining in 2014 with 20 countries

impacted, only to see the number increase to 30 effected countries in 2015. Over the course of

the study period, 49 countries experienced serious incidents of mining-community conflict

(Figure 3.3)
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Figure 3.3- Countries (49) with media coverage of mining-community conflict in 2012, 2013, 2014, 2015: Argentina, Australia,
Bolivia, Brazil, Burkina Faso, Canada, Chile, Colombia, Czech Republic, Dominican Republic, Democratic Republic Congo,
Ecuador, El Salvador, Finland, Germany, Ghana, Greece, Guatemala, Guinea, India, Kenya, Kazakhstan, Kyrgyzstan, Malaysia,
Mauritania, Mexico, Mongolia, Mozambique, Myanmar, Namibia, New Zealand, Nicaragua, Niger, Panama, Papua New Guinea,
Paraguay, Peru, Philippines, Romania, Sierra Leone, South Africa, Suriname, Tanzania, Tibet, Ukraine, Uruguay, United
Kingdom, United States, Zambia.

It is important to note that conflict situations were not restricted to countries
considered as high-risk jurisdictions by financial institutions and ratings agencies: company-
community conflict is also occurring in countries with stable political environments, good

governance, and a long history of mining, such as Canada, Australia, and the United States.

Country 2012 2013 2014 2015 TOTAL
Peru 7 6 7 5 25
South Africa 9 1 2 7 19
Canada 1 4 5 1 11
India 2 2 3 2 9
Chile 1 2 1 3 7
Mexico 2 2 2 1 7

Table 3.4— Countries experiencing mining community conflict in every year surveyed. Another 37 countries experienced
incidents of serious mining-community conflict in one, two or three years of the study period. Of note: Canadian numbers
reflect incidents linked to a national protest movement — Idle no More — active in 2013, and to protests linked to the 2014
collapse of the Mount Polley tailings storage facility, an event labelled by the media as an environmental disaster.
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3.4.3 Mining-community conflict does not appear to be commodity specific
A variety of commodities were mined at the projects where conflict occurred, and while gold
and copper were the most frequent, the media coverage does not suggest that the commodity

was the driver of conflict.

Commodity 2012 2013 2014 2015
Gold (Au) 15 16 10 10
Copper (Cu) 8 8 13 13
Coal 4 6 4 13
Platinum 2 0 1 5
Silver 3 2 1 0
Iron ore 1 2 2 2
Uranium 1 2 0 2
Nickel (Ni) 1 1 1 1
Other: rare 0 2 2 2

earth, chrome,

lignite, fluorspar

Bauxite 1 1 0 0
Diamonds 0 0 1 1

Table 3.5 - Minerals found at mining or exploration projects attracting mining-community conflict in the study years. Numbers
do not add up to annual conflict numbers as many projects mine more than one commodity at the same location.

3.4.4 The number of companies experiencing mining-community conflict increased from 29
in 2012 to 50 in 2015
The research indicates that the number of companies involved in situations of conflict is also
increasing. There were 29 companies affected in 2012, increasing to 36 in 2013, declining to 33
in 2014 and spiking to 50 in 2015. There is no clear pattern to the types of companies involved
in the documented conflict cases: some are multi-national companies, some are mid-tier or
junior companies, some are state-owned, some are private companies traded on stock
exchanges around the world. Both existing operations and new projects are prompting

community conflict: for example, of the 55 situations recorded in 2015, 29 were at existing, or
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“brownfield”, operations and 26 were at new, or “greenfield” projects. (See Appendix A for

complete media analysis results).

Of the 105 companies affected by community conflict during the study period, 13 were

involved in conflicts in three or four years of the study period. Table 3.5 summarizes the

companies involved in conflict in three or four years of the study with projects targeted

identified, as well as noting the country in which conflict occurred and the commodity being

mined. Highlighted rows flag the four companies identified in the media analysis as

experiencing conflict in each year of the study period.

Company 2012 2013 2014 2015
Adani Group

° Project Mahaguj Carmichael Carmichael
. Commodity Coal Coal Coal

° Country India Australia Australia
Anglo American Bokoni &

e Project Quellaveco Pebble Michiquillay Mogalak

e Commodity Copper Copper Copper Platinum

e Country Peru USA Peru South Africa
Barrick

e Project Pierina Pascua Lama North Mara Veladero

e Commodity Gold Gold Gold Gold

e Country Peru Chile/Argentina Tanzania Argentina
e Project Lagunas Norte

e Commodity Gold

e Country Peru

Centerra

e Project Kumtor Kumtor Kumtor

e Commodity Gold Gold Gold

e Country Kyrgyzstan Kyrgyzstan Kyrgyzstan
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Company 2012 2013 2014 2015

Glencore Xstrata Alumbera & Agua

e Project Rica Collinsville Loma Miranda

e Commodity Gold, silver, Cu Coal Nickel

e Country Argentina USA DR

e Project Loma Miranda Tintaya

e Commodity Nickel Copper

e Country DR Peru

e Project Tintaya

e Commodity Copper

e Country Peru

HudBay

e Project Constancia Lalor Lake Constancia

e Commodity Copper Gold & copper Copper

e Country Peru Canada Peru

Newmont

e Project Conga & Conga Conga Yanacocha

e Commodity Yanacocha Copper Copper Copper

e Country Copper Peru Peru Peru
Peru

Southern Copper

e Project Tia Maria Tia Maria Tia Maria

e Commodity Copper Copper Copper

° Country Peru Peru Peru

Vale

e Project Zogota Moatize Samarco

e Commodity Iron ore Coal Iron ore

e Country Guinea Mozambique Brazil

e Project Carajas

e Commodity Iron ore

e Country Brazil

Vedanta

e Project Odisha Odisha Konkola/Nchanga

e Commodity Bauxite Bauxite Copper

e Country India India Zambia

Wanbao Mining

e Project Letpadung Letpadung Letpadung

e Commodity Copper Copper Copper

e Country Myanmar Myanmar Myanmar

Whitehaven Coal Maules Creek Maules Creek Maules Creek &

e Project Coal Coal Vickery

e Commodity Australia Australia Coal

e Country Australia

Table 3.6 — Companies with incidents of mining-community conflict in three or four years of the study period or sustained
conflict at one project site extending over three of four years of the study period. Highlighted rows indicate companies
experiencing mining-community conflict in each of the four years of the study period.
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3.4.5 Causes of mining-community conflict
Although allegations of permit exceedances or regulatory non-compliance are noted, the
analysis of the causes of mining-community conflict does not suggest that illegal behaviour is a
principal driver of conflict. In addition, as noted above, mining-community conflict does not
appear to be driven by the commodity being extracted, the company involved, or the country in
which mining is occurring.

To analyse causes of conflict, media coverage was hand-coded and categorized.
Several conflicts reported in the media appear to have overlapping causes or no clear cause.
For coding purposes, those with no evident trigger for the conflict are noted as “unspecified” in
Figure 3.4, while those with multiple causes were coded to the cluster variable that was most

dominant in the news story being reviewed. Four cluster groups were identified.

1. Failure to deliver benefits to local communities. This includes dissatisfaction with the
number of local jobs created, lack of local procurement, and unsatisfactory community
development and/or community investment.

2. Land use. Conflict in this area is driven principally by competition for resources,
infringement on areas of spiritual significance, issues associated with resettlement, and
failure to consult regarding land use — one aspect of Free Prior and Informed Consent
(FPIC).

3. Environment. Drivers of conflict include concerns about pollution, contamination, and
degradation of the natural environment.

a. Water conflict is the principal issue in this category and is therefore recorded as a

separate category in Figure 3.4. As a further rationale for considering water as a
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separate category, Bebbington (2008) records that since 2005 the perceived adverse
impact of mining on water quality and quantity represents the most contentious

issue for the sector. This is consistent with IFC (2017) findings.

Conflict causes
20
18
16
14
12
10

0 II II I II I |I

2012 (29) 2013 (36) 2014 (33) 2015 (50)

N B O

H Beneficiation failure Land use HEnvironment B Water Unspecified

Figure 3.4 - Principal causes of conflict. Numbers do not add up to annual total (included in bracket behind year) due to
situations with overlapping causes of conflict for example environment, which can incorporate water and land use concerns, as
well as issues related to beneficiation.

Media coverage of three randomly selected mining-community conflicts and one
purposefully selected conflict is examined in more detail below. The Barrick Gold, Eldorado
Gold, and Taseko project conflicts were selected randomly as examples to illustrate the
complexity of conflict and to explore cases representative of the principal causes of conflict.
Southern Copper’s Tia Maria project was purposefully selected for two reasons. First, as Peru
has the highest number of mining community conflicts in two years of the media analysis, and
has the highest total conflicts in the study period, it was deemed appropriate to select a case

from Peru to examine. Tia Maria was branded by the UK newspaper, the Guardian, as Peru’s
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most significant environmental issue (Hill, 2015). In addition, the Tia Maria project is in the
Arequipa region of Peru, is a large-scale copper mine, and water is a principal issue of concern:
Tia Maria therefore shares a common geographic location, commodity, and issue of concern
with the Cerro Verde project (examined in detail in Chapter Five). The comparative analysis of

Tia Maria and Cerro Verde offers interesting findings to support the research hypotheses.

3.4.6 Barrick Gold and Pascua Lama: Multiple Drivers of Community Concern

One company captured in the media analysis for its first-hand experience of community conflict
is Canadian miner, Barrick Gold Corporation. Barrick experienced mining-community conflict
each year of the study period at properties in Peru (Pierina), Tanzania (North Mara), and
Argentina (Veladero). But it was the Pascua Lama project that drew the most criticism
internationally. Speaking at the company’s 2013 AGM, company founder, Peter Munk,
described the collision of environmental, community, and shareholder pressure on Barrick’s
Pascua Lama project as the “perfect storm” (Munk, 2013).

Pascua Lama is one of the world's largest potential gold and silver resources with more
than 15.4 million ounces of proven and probable gold reserves, and 674 million ounces of silver
contained within the gold reserves (Barrick, 2014). The project straddles the Chile-Argentina
border, 1150 — 1600 metres above sea level in the Andes Mountains, 150 km southeast of
Vallenar in the province of Huasco, Chile. Branded by the media as one of the most unpopular
mining endeavours in Chile, a country once considered the most mining friendly jurisdiction in
the world, Pascua Lama was suspended indefinitely following Barrick’s $10.4 billion loss in

2013. Capital costs on the project had risen from $3 billion in 2009, when the project was
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approved, to $8.5 billion in October 2013, driven in part by falling commodity prices but also by
public opposition.

The proposed mine is upstream of the Huasco Valley, an agricultural area, home to
approximately 70,000 people. Local indigenous communities worked with international NGOs,
including high-profile groups Greenpeace and Friends of the Earth, to raise awareness of Pascua
Lama’s perceived impacts. Some of the concerns included the potential for acid rock drainage
from waste rock to pollute the Estrecho River, and for the mine’s use of water to cause
irreversible damage to the pristine mountain glaciers and deplete local water sources. (Glacial
run off and snow melt are important water sources for the Huasco Valley). Residents, worried
about the ability of mining infrastructure to withstand earthquakes, questioned the use of
cyanide in gold processing, and alleged the company had failed to respect indigenous, human,
and community rights. Regulators shared some of the concerns levying a $16 million fine on
Barrick — at the time the highest fine ever in Chile for environmental harm — citing serious
environmental violations. In 2013, the project became the focus of a U.S. class action lawsuit
and of labour unrest. In May, the New Zealand Superannuation Fund excluded the global
mining company from its $22 billion investment portfolio on responsible investment grounds.
By July 2013, Barrick’s stock price had fallen to $15, down from $50 in late 2011 and its lowest

level in 21 years (Frik, 2013). During the fourth quarter of 2013, Barrick suspended
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construction at Pascua-Lama, except for those activities required for environmental and
regulatory compliance?®,

The project illustrates the challenge of persuading local communities to accept mining
projects even when companies such as Barrick, which has earned a spot on the Dow Jones
Sustainability World Index for six consecutive years, and which has built its brand on

“responsible mining” (www.barrick.com/responsibility) propose them.

3.4.7 Eldorado Gold: Benefits and Impacts
About the same time as Peter Munk was trying to manage fall out over Pascua Lama, thousands
were marching in Greece to protest gold mining projects owned by Eldorado Gold. At the
centre of the Greek controversy is a proposed gold mine, Skouries, which Eldorado Gold
acquired as part of a 2012 friendly take-over of European Goldfields. The Skouries project has
an approved environmental assessment, construction began in 2013, and the project was to
come into production in 2016. At first, protests were localized and low-key but in October
2012, about 2,500 protesters clashed violently with police along the forest road leading to the
Skouries site. The crowd was brought to order by authorities but in February 2013, protestors
retaliated by firebombing a Skouries work site. Equipment and property were destroyed and
masked men doused three security guards with fuel, threatening to burn them alive.

Eldorado Gold devotes a major section of its company website to “Responsibility,”

including the statement that “As corporate citizens, we contribute to the economic prosperity

18 In March 2015, Chile’s environmental court ruled in favour of Barrick, rejecting claims that the project would
damage nearby glaciers. One year later, in March 2016, the company indicated it was re-evaluating options to
bring the project into production.
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of host nations. Our projects are sources of foreign direct investment and generate direct taxes
and royalties for government” (Eldorado Gold, 2015). According to the company’s general
manager for Greece, when the mineral assets in Halkidiki and Thrace reach full production, an
estimated 5,000 direct and indirect jobs will be created because of the investment (Apotolou,
2014). The appeal of jobs and opportunities is a common way to engage stakeholders on
extractive sector projects and to demonstrate the benefits a mining project will deliver to the
local community and its economy. Jobs, and the potential for supplier contracts, are often
viewed by mining companies to be a relevant means to break the cycle of poverty. In a country
such as Greece, trapped in a debt crisis and with an unemployment rate in 2014/2015 of 25 per
cent, the company rationale for promoting the benefits of the project by way of employment is
understandable. Yet critics of Eldorado Gold questioned the value of the economic benefits.
The company will pay no royalties from Skouries to the Greek government (Eldorado Gold,
2011, p. 11). In addition, in April 2014, the Centre for Research on Multinational Corporations
released a report revealing that Eldorado Gold was using the Netherlands as a conduit to shift
its interest income to Barbados thereby avoiding paying taxes in Greece. The authors of Fool’s
Gold estimate that the Greek government lost $2.3 million in tax payments from Eldorado Gold
in 2012-2013 (SOMO, 2015).

If the allegations about tax avoidance are true, there is some degree of probability that
Eldorado Gold’s stakeholder engagement/CSR team knew nothing about the finance group’s
plan to minimize tax by using shell companies, which is a legal — some might say a smart —
business strategy. Organizational silos limit interaction across functional areas such as finance

and CSR, and this can adversely affect a company’s ability to systematically assess risk. If the
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issue of tax savings is considered through the lens of social risk, questions might have been
raised. A financial assessment of the benefits of tax savings could be compared to the risk that
the strategy could further exacerbate company-community conflict, and to the financial cost of
delays to the projected commissioning date. Previous incidents of public outrage over non-
domiciled tax strategies employed by companies such as Starbucks in the United Kingdom, and
BMW and Coca-Cola in Greece, should serve as a red flag risk for a project already experiencing
negative publicity. Examples, such as the Eldorado Gold situation, highlight the need to assess
risk holistically through the lens of legal, financial, and operational risk, as well as reputational

risk, to enhance the probability that a project will proceed on schedule and on budget.

3.4.8 Taseko’s New Prosperity Project: Indigenous Rights and Environmental Issues
In Canada, Taseko Mines Limited has spent upwards of $100 million and 20 years attempting to
earn regulatory approvals for a gold-copper project in the Caribou-Chilcotin region of British
Columbia. As noted in Chapter One, Canada’s western most province is the birthplace of
Greenpeace and a region with an accomplished environmental record. Forestry, mining, climate
change, and oil transportation, are all prominent issues for both the resource sector and NGOs.
The result is that NGOs and civil society are stakeholders — and frequently vocal opponents —to
resource sector development in the region. British Columbia is also an area of mostly unsettled
aboriginal treaties, a situation that can create challenges for companies looking to secure a
social license to operate.

Taseko initiated the provincial regulatory review process for the Prosperity Mine in
1995. In 2010, the government of British Columbia completed its review and granted an

environmental assessment certificate. However, the federal government, whose approval was
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also required, rejected the project stating that the economic benefits would not offset the
significant adverse effects the mine would have on fish and fish habitat (CEAA, 2013). Taseko
was invited to address the concerns and re-submit the application, which the company did in
September 2012. While Taseko was attempting to rework the mine plan to reduce its
environmental impact, opposition to the project was continuing to build amongst First Nations
who consider Fish Lake — which Taseko wished to drain for use as the mine’s tailing storage
facility — to be a sacred place of spiritual importance.

The adjusted plan for the “New Prosperity” Mine was submitted for review in
September 2102. The most notable change was the decision to preserve Fish Lake and portions
of its tributaries by relocating the tailings storage facility 2.5 kilometres upstream. In
anticipation of receiving the updated project plan, the federal government appointed a three-
person review panel to consider the application. Following public hearings in the summer of
2013, the province approved the project, drawing attention to the 550 direct jobs that would
be created in an economically depressed area. However, the federal review panel remained
concerned, concluding the New Prosperity project “would result in several significant adverse
environmental effects; the key ones being effects on water quality in Fish Lake (Teztan Biny), on
fish and fish habitat in Fish Lake, on current use of lands and resources for traditional purposes
by certain Aboriginal groups, and on their cultural heritage. The Pan