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As the introduction revealed, I’m not an employee of a mining or timber company and in fact I work for an NGO, a conservation organization, so I can’t speak for business or represent companies.  I continue to work very closely with companies; on some specific cases, somebody is quite deeply at different stages of its development.  So I can talk from my experience of working with companies and trying to sense what they experience and some of the challenges they face and some of the solutions they are finding or developing to overcome some of the problems that come up in the course of developing natural resources.  So if I slip into the first person plural, you’ll know that I’ve crossed over. So I thought what I would do is, I’d just spend the first few minutes framing the issue of conflict in natural resources as we understand it in today’s context.  Trying to do that from the perspective of the company, and then I’ll look at some of the solutions through some case studies, as you mentioned, Xstrata in Peru, that’s one I’ll bring up, and some others as well.  And then finally, I’ve been asked to reflect on what are the reasons why companies should be concerned to play a part in the prevention of mitigation of conflicts at natural resource projects.

So first what creates this conflict and this unrest from the perspective of companies?  So I picked just three things that I could think of.  These, of course, are not the only causes of conflict, but I think they capture many of the points of discontent that we find at natural resource projects.  The first of these is what I call the unmet promises of a mineral economy.  And Jill referred to this in her remarks.  When oil or minerals are found in a country, especially poor countries, hope is born and expectations run high.  But many of these countries that have become dependent on minerals or oil not only fail to prosper, but in some cases their economic position worsens because of the natural wealth.  

So this has been called, since the 1990s, the resource curse, and people really understand resource curse of having two kinds of causes.  One is this corrupt governance issue, where there’s a culture of inequitable or unfair patronage.  Another one is this idea of Dutch disease where an economic malady, which is brought about by starving one economic sector, normally agriculture, on which, of course, poor people depend mostly, of investment for another mostly minerals or hydrocarbons which then leaves a country vulnerable to unfavorable economic swings.  But the result is the same: the promise of a new prosperity of continued and sustainable growth or the explosive shock to the economy from resource extraction is not realized and if it is not delivered, expectations are not met. 

Now companies often feel that they are caught in the crossfire of this phenomenon and they get the brunt of this very real disappointment and frustration that populations feel, that companies are often accused of malfeasance or poor conduct—at worse, accused of bribery where the company benefits from purposeful wrongdoing in a country that has weak governments, or at best, they’re accused of not caring or acting, so the crime of omission.  But of course, they feel that this blame is unfairly placed.  This is not a resource curse, so much, where the company is kind of the wicked wizard, but this is governance curse, to which they are a pawn.  And the days of companies running off with the country's family silver and leaving the escutcheon empty are really pretty much over now.  Host countries are no longer shy to take considerable taxes and royalties over economic rents, mineral rents from foreign companies.  

Companies are also criticized if they become involved in the political processes and in the political system in developing countries, although, of course, that's quite common in this country.  Especially, that is perceived to favor their ends, yet this is a political issue, so what are companies to do.  And companies, I think, certainly the ones that my organization work with, realize that they do have a responsibility to act as civilized neighbors and not to shirk difficult situations.  So what is then the role of companies to prevent and mitigate unrest where that unrest and conflict arises from the poor use or inequitable distribution of funds, which were generated from mineral or hydrocarbon development.  And that's one of the things I'll address.  This will be one of the case studies.  

So the second, the second cause of this conflict as I see it, is what I would call participation from communities that are local to a project.  And by this I mean participation based in the economic process and in those major decisions that affect their lives and livelihoods.  The first results in haves and have-nots, where obviously there's consequences of that.  Second, in the feeling that in the community of disenfranchisement, of being left out, or powerlessness, of being disempowered.  And bothly, to a population with their back against the wall with few other options and either to be content with the disempowerment—which a few, of course, are—or to push back and maybe rise up, resulting in some conflict or unrest.  And most people, including people in companies, want to do what they can to those less fortunate than themselves, but for a company it's not unsustainable for the business to use its own core resources to make for more equitable local economy, such as hiring unnecessarily, for example, or something that's also unsustainable for that local economy itself. 

So what can companies do to make sure that companies are not divided by their presence, by their intervention, especially when that intervention is in the name of great economic prosperity in the region or in that locality.  One thing I hear of less today than I have in the past, for the 12 or so years I have been working with the mineral sector, is that when a company enters into a location, that there is nothing there, the exploration site is entering into some sort of wilderness, that people don't really have a livelihood there and this is going to be the saving.  What we've learned is that in all these places, there already exists a pre-existing system of some sort, some preexisting economic system or livelihood system or ecological system, which supports people.  And these systems vary in their sustainability and their equitability in terms of who gets what.  Some have been weakened by other interventions and some have persisted and are, and are strong.  And how well that community is going to respond to the presence of a mining, oil and gas or even a timber company is going to depend upon that as well.  But if the project is going to displace people and their livelihood systems, there will be fallout, especially where those people don't perceive that what they have received in return is better than what they had before.  

So how do we deal with that?  A company can no longer take the role ‑‑ or never has been actually, in my opinion, been able to take the role of the local government or national government, for that matter, or interfere with the political process in regards to decisions that are taken about development in the oil area ‑‑ in the area being developed.  You know, in all, a mining company is still essentially an economic player, despite the CSR revolution the last decade or so, and it is competing for land resources along with other economic actors.  It is not an economic or a land use planner.  

So what can a company do to avoid conflict arising from a lack of participation?  The economy or indecisions around a landscape in which many communities survive and have indeed been thriving before the company arrived.  And one thing I believe is that Jill talked about we need to look at a new model, a new paradigm of strative industry development, rather than just projects; but for the moment when we have an intervention of oil and gas and mining companies, we are looking at a large impact because it is a large project and it is going to bring about change, and change is, in the social world, impact.  So the job here is to see how we can lessen that pain, how we can accelerate that positive change.  So there's a temporal plane here, impacts happen in the short term; how can we accelerate that change so that it benefits within a generation those people most affected in the medium to long term. 

The third area, which I think is a cause to a lot of the conflict of extractive industries, is what I call operating in sensitive areas, the possibility that a mining project or oil and gas project can cause immitigable impacts.  They are what they call residual impacts, impacts that are unacceptable to very many people, and in some way break through some threshold which is unacceptable.  And feelings are very strongly held about certain places encroaching ‑‑ being encroached on, where these and where the intervention is going to somehow undermine the integrity of that place.  Now, of course, there are different types of sensitivity; social, cultural, traditional, traditional territories, spiritual. For today I'll just look at some examples of the ecological sensitivity.  

Now, another kind of point about this is that, and I think Avecita made this point, that companies operating in this country or in much of Europe in pretty much a good democratic process in which land is measured and designated and codified, the areas of ambiguity are less.  This is not a luxury that companies have when working in many developing countries.  So the charges facing companies in regard to sensitivities are: who decides what the sensitivity is?  Who decides what the threshold is?  The IFC has a critical habitat standard.  Who decides what is that critical habitat?  Who decides what tradeoffs are acceptable, how much ecological capital can be substituted for economic or social capital?  Is it true that extraction and the preservation of biodiversity are necessarily incompatible, for example, who decides that?  If companies operate in certain areas or decide not to operate in certain areas, will this put the company at a disadvantage, and how can you then reconcile your responsibility to your shareholders and your responsibilities to a sense of sustainable development.  So that is the frame I set out and the three critical issues or causes of conflict that I think companies see very much are the base of some of the unrest of mining projects.  

So let's do some case studies, and I'll just look at some examples of how these are being addressed, sometimes overcome, sometimes not so successfully.  First, looking at the role of a company in the face of a poor governance of corruption or the politicizing of a natural resource and the revenue that comes from it.  In the introduction, I mentioned that I'm on the advisory board of a project called the Las Bambas Project, which is owned by a company called Xstrata, which is a copper mine in Peru.  It's a pretty big copper mine.  It's going to be 1.1 percent grade.  It's a significant reserve or resource at the moment.  It's near Cuzco, in the provinces of Cotabambas and Grau, for those who know the country and interestingly, it's the first green field site, a first kind of virgin project that the company’s actually worked on.  The others have been through acquisition.  So for the company, this is an important test for its own economic and social responsibilities and sustainability.  

The political backdrop there is very changeable, as you all probably know.  In 2006 there were elections and there were wide sweeping changes at the national and the local level.  In the local elections in November of 2006, almost all members of the local authorities were replaced, so you can imagine what an unstable situation that is for the company, trying to forge alliances in the country.  It's also very polarized in this area; in this part of the Andes there's a lot of poverty.  I spent quite a bit of time in that part of the country; and Avecita might contest this, that the campesino is very often used as a political resource in the different groups’ political aspirations.  And that makes for a very unstable situation, which is then multiplied by the backdrop of a putative Bolivarian revolution coming from the north, which is also inserting money into that area as well, making for an altogether pretty volatile place to develop a mining project.  
At the same time there are, as was mentioned today, rising prices of commodities, copper included, but nearly all commodity categories.  And as I mentioned, there's an increased confidence in countries to extract more rent from companies, royalties and taxes and other ways to squeeze the companies a little bit more and get what is rightfully owed to the company, to the country.  And in Peru, existing operating and future operating companies have agreed that a percentage of their profits should go to social funds.  So that's a backdrop.  

Now, in August 2004, Xstrata signed the expiration rights in auction, for $121 million, $45 million to be paid straight up and another sum later on, to give you the skirt of what we're talking about.  This is before expiration, the actual production is, you know, a decade off.  And additionally, they have put in $47 million - 45 and a half million dollars and they put in another two and a half million bucks.  They put in another half a million bucks later.  And so this is, as well as the taxes, as well as the royalties, they also put in extra money for this social fund.  And the idea of this social fund, the idea of the government, is that this should go to bolster the communities who are affected by the community through delivering development projects and infrastructure and whatever is appropriate in that area.  

Now, the way this is structured is that the government of Peru, through something called Proinversion, is sort of a Kwango, manages the fund as the trustor and the trustee of that is a bank.  And the trustor is, up until recently, the sole decision-maker of how these funds are spent, with a part authorized and struck back exactly what to do with these funds.  As well, there is something called an executive council, which is formed by the mayors of the district of the areas and regional governments. Proinversion’s on that, and also Xstrata has one member on that as well.  More recently, there have been representatives from some farming communities local to the area as well.  And the main function of the executive council is to prove investments.  It's to kind of build up that pipeline of development projects in the area.  

So this was handed over in 2004. We got this report as the advisory committee back in September of last year.  And you see that not really all that much has been spent.  Actually, I was speculating, this must be the antidevelopment trust fund, which is actually gaining money from interest.  And so the problem for the mining company here is that the social fund is seen as a mechanism by the government to make sure that those local to the project, those most affected by the project, don't lose out from the economic opportunities that that project presented.  They get to participate, not only in the economy there, which is going to be built, but also in the decision-making of how that money is spent.  And I think there's a kind of interesting footnote here, that this is kind of pre-feasibility in the project life cycle, so no decision has been made whether this project is going to go ahead.  So this is quite significant, actually, that the company has started so early on, and that, I think, is one of the principles of best practices that we need to remember.  

Now, so why have these problems arisen in this fund?  Well, I'm sure you can imagine because I'm pretty sure you face similar problems yourself: that there is a great deal of politicking within this fund.  You only get $45.5 million, $47 million and you have the national government and the local governments, regional governments all involved.  There's a lot of wrangling, which has led to a paralysis in terms of anything being spent.  That's one of the key problems.  Another one, which anybody working in development or conservation will recognize, is actually trying to build up a pipeline of projects that you can actually invest in.  If you go into an area where there has been little experience or little history of development projects asking communities to suddenly come up with a plan to develop a new school, an infrastructure, of course, isn't asking all that much.  So it's that building of that pipeline that's extremely difficult.  

There's also, course, not only politicking within the fund itself and the actors in there, but also between the many different communities in the area of influence as well.  So, you know, politics is playing a huge role, putting the company in a difficult position.  So what do we learn from that and what did the company do?  Well, more recently, after September and October, Proinversion, who was managing the fund, who was seen as really being the roadblock to progress there, resigned with some twisting of the arm. The new structure, a professional manager, was put in place and some progress has been made in actually spending that money.  And one other thing we had to keep on pushing the company to do was, actually, to get more involved in the politics.  They could not draw a line between them and the fund.  And so they did actually use their influence more than they would have liked to, or felt comfortable to begin with, and they brought around a positive change.  And they did that because it is a very considerable risk to the companies and that project.  

Another thing that they did, which I think is important, is that you can't rely on these types of funds only if you're going to try and build relations with local communities through development.  And so they also put in another, I think, it's about $9 million at this early stage into their own social investment program as well.  So they're not waiting on this to clear itself up.  But this still remains a pretty serious problem for the company as we see it, as this could become very considerable political football and the company will lose out, and significant political risks.  So that's one example of where this mismanagement occurs in reality and how a company is facing that at the moment.  

So the second cause I mentioned was the lack of participation in the economic benefits; at the local level this is.  And the problem here is figuring out who is the community, who speaks for the community, how to reconcile the have and have-nots and so on.  Where do we draw the line?  And also a problem for companies is that these multiple levels of negotiation that they have.  You venture into a country, you deal with the national government, you then have to deal with the regional government, you then have to deal with the local government, all of whom might be competing or have very different views.  Where do you take your lead from and how do you manage that kind of sovereign risk that changes at different levels of the country?  

So this one is, a little bit of an old case study, Las Cristinas in Southeastern Venezuela, and this was, was or still is, actually, one of the largest deposits of gold in South America.  Its current ownership is in dispute but at that time when I was studying it, it was owned by a company called Placer Dome.  Its ownership was also changed.  Things change fast.  At that time when I was studying it, the area had this preexisting system, which was small scale miners, so there are many miners not working in a very strong community at all, who were digging on the site.  The regional development authority's solution to these small scale miners was to move them off the concession and throw down the few bits of tin and timber and tell them to get on and to build their own dwellings.  But of course, this isn't a problem that went away because people tend to want to stay where they are and might not have resources to move.  And they started to move back onto the concession, so the response then to the regional authority was bring in the national guard, which then set up another system of resource movement, which was around bribery for the national guard and paying dues and protection money for the national guard to allow the small scale miners to go on the concession.  So you can see the kind of the wills of the wills.  

So here we have a problem that the local community has been cut out of the action, they aren't allowed to participate either in the economic benefits or the major decisions affecting their lives.  Pretty much down on their luck and the problem really has been passed de facto to the company, as the companies faced invasions every day.  So how should they proceed?  They have really a choice.  They could go down the security line or they could try something different.  Going down the security line ten years ago wasn't an option, which ‑‑ well, was an option that many companies took, where now people are a little bit more educated.  But they took a different view.  And I'll just read out very quickly this little vignette from the response to the manager at the mine.  And what he said is, talking about the small scale miners, 

"If they invaded the place, the security simply told them to get out.  If they didn't, they called in the national guard.  This is no good at all.  I stopped all that.  I took all the supervisors to meet the miners, to see them digging in the jungle.  I noticed that one of the supervisors was very good at talking to the miners.  I told them it was a vital job to liaise with them and create a small miners liaison role for him.  From then on, the area was clear of miners.  The guards remark on an invasion that stayed there a couple of days and then get them to leave.  They have to eat, after all.  So we create a relationship with them of mutual respect.  They would always try to enter every day.  We meet them with a wave, a smile and then escort them out.  By 1997, we recommended that the Los Rojas be an area of tolerance, so the point is you just can't shift people.  Communities are attached to places.  They live there and they live there all their lives.  I learned that in Colombia.  Companies just can't come and exploit the minerals, they have to live with their communities, learn how to work with them."  

So what this company did was realize that it had to accommodate the community and they set aside a part of their concession and organized the small-scale miners so they could work in a productive and less ecologically and social and health damaging way.  And what they are thinking about there, the paradigm here, which I advise companies is, that you don't want to think about compensation so much because that's very important in terms of making sure you meet international standards, but you want to think about the long-term development and preparedness of these communities.  What are they going to be doing in the long-term and then look to see how you can contribute to that sustainable development.  

So of course, this is a cartoon, which tells us a little bit about the reputation that oil companies have.  There's really a sort of a deep mistrust that nobody can operate in any kind of a grown-up way in protected areas.  But the reality actually is something rather different; the impact from the oil and gas field itself is actually relatively small, you might have a different opinion about oil in pipelines but it's a pretty small pinprick in many places.  

The point I want to make by this is that, even in protected areas if you have a campaign which is asking companies to not operate in protected areas, it can be a peri-victory for conservation.  And that is, if you're a government, you want to make sure that your mineral is exploited, so you're more likely then to draw your boundaries of protected areas so that they allow for mining to go ahead, which is the case in Mount Nimba, which is the number one most important area for many different reasons ecologically and you see that there's a gap in the middle, a kind of indent there, which is right at the top of a refuge on top of the Mount Nimba, where the mining is allowed to go ahead, where everything else is reserved.  So ecologically speaking, that's, you know, that's pretty much a disaster.  

So the point I really want to make about ecological conflict from the point of view as a company is that companies have become pretty good at the EIA system, by and large, the environmentally backed estimate.  But that actually is the only mechanism they have of checks and measures around the social environmental impacts.  And if you look at this graph, the red line is ability to influence the design.  You can see that it declines sharply by the time the EIA comes into play.  What we really want to be doing is building in information at the very early stages of a project, which at the moment companies don't do.  And I mentioned this earlier in the case of Xstrata in Las Bambas; they are beginning to think about these things very early.  If you can do that, then you can anticipate and you can design around it.  If you can't do that, by the time you get to the EIA, which really is kind of making your case in government, there's been too much invested in that design to alter it and you can get a situation like BTC, for example, where it's particularly inflexible.  So really, the message there for companies in the learning is that we have got to get information very much early on in the process.  

I mentioned what is the kind of information should we look for and there are now quite a few global databases which agree by the environmental community, which do identify areas of sensitivity and priority.  These are things that companies need to, and are, in fact, beginning to incorporate.  

There's some nice maps here of Camisea, and so you can see here that we map the pipeline against these ecological areas.  At the moment, not many companies do this.  You would think that they do this.  They don't do this.  And they need to do this at the very earliest stage. 

And so maybe I'll just finish on this line.  On the kind of conflict, what can companies actually do to avoid conflict around ecological areas.  Well, there's some choices.  The top left here, this is a picture of Wytch's Farm which is a, a site managed by BP in the U.K., south of U.K..  It's got four Ramsar sites.  It's got a lot of important biodiversity areas.  They are actually operating there and the way they did that is through the longest kind of stretch horizontal drilling.  So in some cases there is a technological fix.  So I think the arguments can be made that in some cases you can extract hydrocarbon or mineral wealth and also preserve, and as long as that goes back into the conservation, enhance the protection of important biodiversity areas.  

The second one to the top right, and that's the BTC pipeline, which goes through many protected areas.  Again, you can route the pipeline as many, many discussions around how to route the pipeline, to avoid those areas but only if you know where they are.  So knowing where they are early on is most important.  
And the bottom right‑hand corner this again is BP where a while back in the Rocky Mountains where the decision was taken that this was not compatible with the aspirations for nature conservation in the region.  So this is actually gifted back to the TNC with a grant.  
And the bottom left there is a reminder that Sahkhalin II, where Shell was involved, if you don't alert yourself to what are the ecological risks very early on, you can face a lot of conflict, which there was in terms of NGOs, and eventually the financial sector was ultimately used as a justification excuse by the Russian government.  So maybe I'll just stop there and we can ‑‑ if a business case comes up I can touch on that. 
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