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Voluntary Standards and CSR

My name is Dina Aloi.  I am the Global Director for Social Risk and Community Impact at Hatch, a large metals, energy, and infrastructure engineering firm with more than 70 offices around the world and more than 7,000 employees.

While the majority of Hatch employees are engineers, I am a sociologist and an anthropologist.  Engineering and anthropology are a strange mixture, however Hatch has discovered that more and more of their clients, particularly in the mining sector, are requesting expertise to establish open and transparent dialogue with local communities and to understand local needs and expectations.

Understanding, and partnering with, local communities, developing social capital, and ensuring sustainable social development occurs is a growth area in the mining industry.  I have no doubt there will be many more social scientists working in the mining industry in the years to come.

I came to the mining industry from the NGO world.  I worked in humanitarian aid and international development for almost 15 years.  As Program Manager for Latin America with Save the Children-Canada I worked with communities who wanted mining projects in their areas.  They wanted the jobs, the income, the training, infrastructure, and social services that come with mining projects, but they wanted a voice in their community’s development.  I often saw it as a clashing of two cultures, but just as when people of differing backgrounds meet, once there is open communication and understanding, successful partnerships can develop.

I also worked for the much larger British Save the Children as Policy and Strategy Advisor and as Head of Regional Office.  I worked with oil and gas companies in Colombia, Angola, and the Sudan.  They were struggling to understand the motivations of the local communities and NGOs, and come to terms with difficult government regimes.  I completed my NGO career by working for UNICEF and within the UN system.

I repeatedly saw that while NGOs and the UN have the correct rhetoric, they are often lacking funds and influence.  Industry has funding and influence; it has the power to effect change.  I was looking for a way to merge the power to effect change with the understanding of sustainable community development.  I am now in a position where mining companies, with sufficient funds and with the ability to influence governments and policy makers, are asking me how to merge their business with participatory community development to ensure mutual long-term socio-economic benefits.

The vision of the mining industry is long-term.  The life of projects can span 20 to 60 years and impact generations.  The motivation of the industry to consider long-term implications and strategies is a financial one.  The cost of a delay or work stoppage, whether during construction or during the second year or fifteenth year of production, could be in the hundreds of thousands of dollars.   

Canadian mining companies are striving to surpass best practices and are voluntarily moving beyond basic compliance and permitting activities to invest time, money, and human resources into developing innovative and sustainable CSR policies and programs.  And they are doing this without formal government regulations.

There is a cold, hard business case behind companies wanting to do CSR.  Mining companies require access to land, capital and end markets.  To be successful they must obtain a “social license to operate.”

Canada’s own National Corporate Social Responsibility Report: Managing Risks, Leveraging Opportunities, by David Greenall, found that:

Corporate social responsibility will continue to be a key business issue. Companies will not be able to operate without giving consideration to their operational impact on society. The risks of not keeping pace with market and stakeholder expectations are significant. So, too, are the opportunities for companies that take CSR seriously. 

The report further stated: A significant body of knowledge has emerged to suggest that corporations that voluntarily conduct themselves in a socially responsible manner benefit from those actions.  That body of knowledge, testifies to the power of voluntary standards

Voluntary standards provide a CSR framework for companies to operate in ways that strengthens their social license to operate and manages risks.  In this way, meeting voluntary standards, or implementing CSR, is a form of business security.  In the absence of government regulations, market forces are demonstrating that companies with the best practices, with the most support from communities, have more opportunities.  They have better access to markets, resources, capital, and community acceptance.

The results of this voluntary motivation have been positive both in terms of social development and economics.  Canada had $51.4 billion in Socially Responsible Investment assets in June, 2002.  Greenall states these funds, such as the Dow Jones Sustainability Index, Ethical Funds, and the Jantzi Social Index, have emerged due to market demand.

The voluntary CSR standards that are being used quite successfully by Canadian mining companies include: the IFC performance standards, the Equator Principles (which is required for 80% of all project financing), the Social Responsibility Code of the International Council of Metals and the Environment (ICME), and the OECD Guidelines for Multinational Enterprises.  These standards require companies to address environmental, socio-economic and human rights issues.

There is no question that Canadian mining companies have to consider the impact of their actions on human rights.  The Greenall report indicates 58% of Canadian companies consider human rights in the sourcing and procurement process.  Some companies have developed their own voluntary sourcing guidelines and codes of conduct.

Canadian mining companies have been able to use voluntary standards with such success primarily due to the flexibility and innovation inherent in voluntary processes.  Voluntary approaches lack the complexity and ambiguity of mandated regulatory processes.  Many question whether an enforceable multinational method of ensuring CSR performance by companies operating in Canada and abroad is even a workable or cost-effect idea.

The WBCSD, in their report, Business for Development, noted that government regulations can slow the business process, increase costs, bureaucratic red tape and delays, suppress free enterprise and economic growth, and deter business.

Paul Stothart, Vice President Economic Affairs, Mining Association of Canada, wrote in the September/October 2006 CIM Magazine, about mining’s important contribution to the Canadian economy.  The industry employs 388,000 Canadians, contributes $42 billion to Canada’s GDP, produces 14% of Canada’s annual exports, invested $500 million in research and development in 2005, and paid $1.6 billion in corporate taxes in 2004.  There is a fear that government regulation could stifle this investment by making it more difficult to develop projects and provide jobs.

Canadian Mining companies are continually having to demonstrate their relevance in society and their capacity to respect and promote values that are deemed important by the people they impact.  A greater emphasis should be placed on rewarding proactive approaches and less emphasis placed on ‘command and control’ government regulations.  The OECD Investment Committee, when developing their guidelines for multinational corporations, highlighted the need for government supported voluntary codes of conduct.

The Canadian mining industry needs to be outcomes based, not regulatory based.  This will provide the flexibility demanded when addressing the concerns of local communities and the innovation necessary to create sustainable benefits and broader regional development.  While supporting the existing, and successfully implemented, voluntary standards, the government of Canada should focus the development of regulatory standards on reporting frameworks.

Canadian mining companies should be informed of what they are required to report on, what they will be measured against, and then be allowed to develop innovative and flexible ways to achieve results.  The approach used to develop the social capital and sustainable development in northern Alberta may not be applicable in Cuba or Tibet.  The government of Canada should encourage the Canadian mining industry to continue to develop best practices in CSR.

In a supportive environment that encourages economic and human development, mining companies will continue to gravitate to Canada as a place of responsible innovation and respected reputation.

Thank you.

� Greenall claims the following examples: The Conference Board of Canada, Sustainable Development, Value Creation and the Capital Markets (Ottawa: The Conference Board of Canada, 2003); Arthur D. Little, The Business Case for Corporate Citizenship (2002); D.J. Reed, Stalking the Elusive Business Case for Corporate Sustainability (World Resources Institute, 2001); Global Environmental Management Institute, Environment: Value to the Top Line (2001); The Conference Board, Inc., The Link Between Corporate Citizenship and Financial Performance (New York: The Conference Board, Inc., 1999); Aspen Institute, Uncovering Value: Integrating Environmental and Financial Performance (1998).





2
Page , Rev.  
[section title here if desired]
PR . 
(Hatch 2004/12 (
[image: image3.jpg]WorkingTogether
s gSAFELY




CSR Roundtable Presentation Calgary.Doc
1
PR 

  KEYWORDS  \* MERGEFORMAT . 
[section title here if desired]
Rev.  , Page 
CSR Roundtable Presentation Calgary.Doc
[image: image4.jpg]WorkingTogether
s gSAFELY




(Hatch 2004/12 (

[image: image1.wmf][image: image2.wmf][image: image3.jpg][image: image4.jpg]