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propositions for the canadian governement regarding the corporate social responsibility of the canadian mining industry in the developping countries

(Translation from the French original version also available)

Memoir presented to the Consultative Committee of the national roundtables on the corporate social responsibility of the Canadian mining industry by Fodé Moussa-Keita

Montreal, November 14th 2006

This memoir deals mainly with the macroeconomic aspects surrounding the question of the corporate social responsibility of the Canadian mining industry. It also addresses contextual elements within which the issues and challenges the Canadian government is facing are laid down.

Foreign companies exploit the mine sites in Africa, Asia and Latin America because, for political, economical and historical reasons too complex to be explained here, the States in those regions aren’t able to do it themselves
. Foreign companies, notably Canadians, create wealth. A part of that wealth benefits the State that welcomes those companies. The problem lies in the fact that the revenues the State gets from his agreement with the foreign companies are relatively slim. 

It is true that the State welcoming foreign companies couldn’t even hope to gain the same benefit if he’d proceed on exploiting his own resources. His precarious economical condition compels the State to follow the rules of a game defined by others (international organisation, the so-called developed states and the companies)
. The choice of playing that game corresponds, to some extent, to a survival imperative.

For example, according to the Mining Commission of Ghana, the most attractive elements of that country’s mining law is the possibility for a foreign company to allocate a part of the exportation revenues in offshore bank accounts in order to have access to the money for the acquisition of equipment on the international markets (spare parts or new equipment), to pay the salary of the expatriate employees, to pay dividends and the financing of other international projects (up to 80% of the mining revenues can be spent that way)
. 

It means that when the US Geological Survey
 says the Ghanaian minerals exportations brought in 917 millions of dollars in 2002 for the country, the portion held outside the country by the mining companies isn’t differentiated from the rest in that calculation! As for the portion of revenues that remains in the country, it will be used by the same companies for the construction of roads or infrastructures that will help in their mining production, for the payment of salaries, for the rental of equipment from local entrepreneurs, etc.

The ratio of the mining revenues over the total revenues for the State of Ghana is about 12%. That ratio has remained the same between 1993 and 2001, even if the mining production increased during the same period. Important amounts are disappearing and we can notice serious negative impacts on the local communities and on the economic development of the State since the revenues that remain, contributing to the national wealth and it’s redistribution, are slim.

Such a situation fuels a negative perception of the Canadian mining companies by the communities living in the countries that welcome those companies even if they consider themselves to be respectful of human rights. In short, their presence, in some cases, doesn’t seem to bring the wealth expected and hoped for by the communities of the States that welcomes them.

Besides, these companies are becoming more and more numerous, thanks to the dynamism of the Canadian financial market. In fact, Canada supports his mining sector by creating a good investment climate offering tax deductions and a good flow-through shares system, especially for the junior mining companies. Actually, 60% of the junior companies worldwide are registered in Canada. Consequently, Canada and his investment climate favourable for the mining industry have an effect, direct and indirect at the same time, on the difficult situation the so-called Third World States welcoming those companies live in. 

Proposition 1 (Commercial regulation in the mining sector) : The concrete solution proposed, in order to enable de so-called Third World State to negotiate the conditions of exploitation of his natural resources on an equal footing with the private companies and the developed States like Canada, implies drastic measures spread over a long period of time. For example, we could recommend the setting-up of a decision-making body where all actors, mining producers/operators, industrial consumers, producing and consuming States, traders and banks would be put together regularly in order to exchange information on the actual state and close future of the markets, on the levels of production, on the costs of production, on research and exploration and on investment projects
. Such endeavour would give the States welcoming foreign mining companies the chance to have best control over their own economy without jeopardizing the activities of the companies they host. This also means the process would transparent instead of the actual commercial secret we’re witnessing today. Such transparency could therefore introduce stability in world minerals prices and would seriously discourage speculative investments at the same time.

A starting base could be the principles behind the now defunct International Tin Council (1956-1990). Some aspects of that Council could constitute interesting elements for the proposed decision-making body
 and Canada could take the lead and could find an advantage by initiating the set up of such a commercial regulation body in the mining sector.

Now, if we come back to the codes of good conduct themselves, we can notice that the so-called Third World states are actually almost incapable of enforcing them, while Canada, through his incentive market, stimulates the presence of his companies operating in those States. This leads to our second proposition.

Proposition II (Conditioning of Canadian financial incentives to codes of good conduct) : Canada could take the leadership by conditioning his companies’ fiscal and financial  assistances to the respect of codes of good conduct. Thereby, assistance could be given to companies that have a good level of conduct. That level would be evaluated and presented in a bulletin. The Toronto Stock Exchange could issue this bulletin. A similar system already exists with the Socially Responsible Investment (SRI) Index
, built-up by the Johannesburg Stock Exchange in South Africa in May 2004, that recognizes the progresses made by the registered companies in their socially responsible behaviours. The bulletin is the result of a report presented in 2002 and called: « King Report on Corporate Governance of South Africa
 ». It stipulates that companies must provide information on their “non-financial” activities and must resort to a “triple bottom” approach for the issuance of their official documents
. The King report addresses the themes of security, health, environment, societies transformation, communication with the stakeholders, accounting system and verification process taking into account social and ethic issues. Thus, other stakeholders
, like the shareholders, will know about the activities of the company. The recommendations of the King report became a code of good conduct in itself at the Johannesburg Stock Exchange: « Code of Corporate Practices and Conduct ». They also led to the introduction of the SRI. However, the SRI is still today a voluntary and confidential program, but it is a step in the right direction that Canada has to follow and improve by making it public and mandatory. The Canadian government has to put all his weight on the Canadian financial authorities to make sure an equivalent index, new and improved, sees the light of day in our country.

To conclude, Canada must put in priority the respect of norms of good corporative conduct as a prerequisite before any form of assistance be given to the mining industry. Like the Proposition I says, Canada must participate actively in the setting-up of concrete measures that will enable States hosting Canadian companies to be in full control of their political and institutional capacities. They would have the necessary resources to negotiate, implement, monitor and, if he has to, setting palliative measures.  Such a project will give the opportunity for fructuous collaborations between Canada and these States because it would be done on a fairer basis. Because that’s really what it is all about: much more than the corporate social responsibility, it’s the States responsibility to have the capacities of creating a healthy international economic environment where the rules of the game are fair for everybody.

Fodé-Moussa Keita.
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� Still, we can summerize: The economical development of the so-called “Third World” countries hasn’t followed the same path that European or North American countries followed. During the 1960’s, the decade of the independences on the African continent, the credits European and American banks had were abundant and the interest rates were very low. The credits were used as loans for the Third World countries in order to finance the take-off of their national economies. The problem is that their capacities to repay those loans were almost ignored. A huge risk was taken, but it seemed minor compared to the risk of hindering the international flow of capital and investments. In the 1980’s, things were getting worse. A rise in the interest rates provoked a debt crisis in the Third World countries. Several of them were already insolvent and they weren’t able to reimburse their loans. This deadlock still exists today. We must add, that most investments done in those countries were also contributing to the development of economies based on the exportation of non-transformed natural resources, a sector that has a really poor added value and that doesn’t create a lot of jobs locally. In reality, Third World countries built their economic future on bases established, if not constructed, in the past by their former colonial masters. The structure of the carrier networks, where the most efficient roads went from an agricultural or mining site to the main export harbour of the country (most often the capital city), forced the economic links to be oriented from the Third World State to his ex-métropole instead of tying the different districts or regions of that same State. Under these conditions, it was difficult to build a national economy or a local business class. In the end, we deal with an overindebted State that has inadequate economical structures. He won’t be able to exploit alone his own natural resources. However, foreign companies (American, Canadian, European and others) can exploit them and that’s the solution that will be suggested to the so-called Third World countries by international organisations like the World Bank. (see: Jacques B. Gélinas. Et si le Tiers-Monde s’autofinançait. De l’endettement à l’épargne. Montréal : Les éditions écosociété, 1994).


� This explains how attractive and permissive are the African States’ mining codes (Guinea, Ghana, Tanzania etc.) toward foreign companies. They were drawn up in close collaboration with the World Bank.  For more information, see: Campbell, Bonnie; Hatcher, Pascal; Lafortune, Ariane. 2005. « Nouveaux codes – nouvelles normes. Analyse comparative de la libéralisation  des codes miniers en Afrique ». In Globalisation et pouvoir des entreprises, sous la dir. de Michèle Rioux, p. 69-92, Outremont : Athéna Editions.


� Strongman, John. Strategies to attract new investment for African mining. Washington: World Bank, Industry and Energy Department, June 1994. p. 4.


� Coakley, George J. Mineral Industry of Ghana. US Geological Survey Minerals Yearbook. 2002.


� This idea isn’t new. It was already brought up more than a decade ago (see: Giraud, Pierre-Noël. Géopolitique des ressources minières. Paris : Economica, 1983).


� For example, the International Tin Council had a fund used for buying back the tin production surpluses and thus avoiding a swift fall of the prices, a harmful event for the producing States.


� http://www.jse.co.za/sri/index.htm#introduction. 


� Frick, C. « Direct Foreign Investment and the Environment: African Mining Sector ». Conference on Foreign Direct Investment and the Environment: OECD Global Forum on International Investment (Paris, 7-8 february 2002). Paris: OECD.


� This approach adds the social and environmental aspects in what the companies must disclose, in addition of the financial information destined for the shareholders.


� NGOs, communities, host State, medias, investors and non-shareholders individuals, analysts, lawyers, etc.





