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Introduction

This written submission expands on my oral presentation to the third National
Roundtable on Corporate Social Responsibility in October 2006 in Calgary, Alberta.

The instructions to presenters asked that submissions focus on ‘actionable ideas’ that
might enjoy broad acceptability from government, industry and civil society, a request
that effectively confines discourse within the accepted paradigms and the existing power
imbalances. But in my opinion, the international extractive industry sector cannot be
discussed in isolation from the context in which it operates. Context is everything. The
adverse outcomes that we see, outcomes such as global and local environmental
collapse, poverty and increasing disparity, armed conflict and war, have deep roots in
underlying economic structures and frames of reference. Examples of these structures
include unregulated and unrestrained market ideology, consumerism and economic
models that require constant growth.

This fundamental analysis is further developed in an excellent paper that should be
among the background documents informing these National Roundtables. In the words
of Brian Murphy’s 2002 contribution to a Forum on Corporations as a Factor in Social
Justice:

“Market corporate capitalism is a repudiation of the idea of justice as a natural
principle and replaces justice with the feel-good notions of “fairness” and “fair
play” and the “level playing field”. These are not political concepts at all, but
simple sports metaphors, and false metaphors at that...Market capitalism is not a
game; it is more like war, and war is one of its foremost means, and often a
business in-and-of-itself. The goal is to obliterate competition — not to foster it —
and to concentrate wealth and economic power.

...Holding corporations accountable, then, and promoting corporate social
responsibility, is not about changing the “rules of the game”, but changing the
“game” itself.

...There is a point at which profit itself is a social evil, as we see in the
malignant concentration of wealth; in the bleeding of communities and local
economies; in ecological, cultural and environmental destruction; and especially
in the deepening poverty of fully one third the population of the planet, and the
sustained poverty of another third.”*



If we are serious about seeking solutions, then we need to admit the depth of the
problem. Real solutions require a transformation of society and of our limited ways of
thinking.

We need to:
« Prioritize social justice? rather than profits.

At the very least, we each need to try to do this on a personal level, since that may be all
that is immediately open for us. However, if Corporate Social Responsibility (CSR) is to
have real substance, then our societal institutions, including corporations, need to
prioritize social justice in all their activities®. | think of anything less, including everything
that follows in this submission, as mitigation tactics to bring interim relief while we
continue to work on the necessary personal and societal transformation.

Previous Assessments of Extractive Industry Activities

The Extractive Industries Review (EIR), initiated by the World Bank in 2000 and
completed in 2004, is the most comprehensive independent examination of the practices
and consequences of extractive industry activity around the world*. The EIR sought input
from a broad range of contributors including industry, governments, NGOs, indigenous
people’s organizations, affected communities and community-based organizations,
labour unions, academia, international organizations, and the World Bank Group. The
Review comprises a compendium of background papers, research and analysis that is
essential reading for any examination of the international extractive industry sector,
including the Advisory and Steering Committees for these Roundtables.

The EIR lays out the evidence for the “perverse economic effects” of the “resource
curse”. It points out that, in the absence of governance prerequisites necessary to
ensure social justice, the World Bank’s support of extractive industries,

“risks facilitating the wastage of the country’s non-renewable resources, as well
as contributing to environmental damage, violence, and weakening of the quality
of governance itself.”®

This assessment applies with equal force to Canada and to Canadian corporations
which are involved in many or most of the activities addressed in the EIR.

The EIR concluded that the compatibility of extractive industry projects with sustainable
development and poverty alleviation requires the prior existence of certain enabling
conditions.

“The three main enabling conditions are:

0 pro-poor public and corporate governance, including proactive planning
and management to maximize poverty alleviation through sustainable
development;

o much more effective social and environmental policies; and

o respect for human rights.” ®

I would like to highlight the EIR’s definition of good governance as pro-poor, addressing
sustainability, and environmental and social issues. This point cannot be
overemphasized. Too often in the current ideology and its accompanying ‘Newspeak’,



good governance is somehow identified with liberalized markets. These two things are
not equivalent. Rather, it has to be recognized that pro-poor governance and pro-wealth
markets more often work at cross purposes.

The Report of The Standing Committee on Foreign Affairs and International Trade
- Subcommittee on Human Rights and International Development ’, referred to as
the SCFAIT Report, provides additional essential background for these Roundtables.
The recommendations in the SCFAIT Report should be acted on, despite the
unenthusiastic response from Canada’s Old Government®.

The Civil Society Analysis of the Government Response, Moving Beyond
Voluntarism®, gives many excellent ‘actionable ideas’ for implementing the
recommendations of the SCFAIT Report.

Actionable Ideas for Mitigation and Amelioration

With the previous assessments and recommendations in mind, | will simply highlight a
few points and give my perspective.

» The Government of Canada should legislate and regulate a mandatory
Corporate Social Responsibility and accountability code for Canadian
corporations and their international operations.

This is similar to Recommendation #4 in the SCFAIT Report™, to which Canada’s Old
Government responded that responsibility lies with the state in which operations are
occurring®. This is a misleading and disingenuous response. Together with International
Financial Institutions, Canada has been promoting the revision of mining and fiscal
legislation in developing countries, basically deregulating, with the aim of attracting
foreign investment*?. Canadian Government missions abroad actively promote the
interests of Canadian extractive industries, in preference to the interests of local
communities and local people®®.

The Government of Canada should play a leadership role in mainstreaming and
regulating CSR, and ensuring that it applies to all Canadian corporations and all
activities, domestic and international. As it stands now, CSR is mainly the preserve of
large corporations and it tends to be a form of selective reporting. It is mainly a
promotional exercise, and it is often used to obscure issues and deflect attention away
from more troublesome activities and projects.

The Government of Canada favours voluntary codes and market mechanisms, on the
assumption that “market-based demands” from “investors, consumers and other
stakeholders” will “reward corporate leadership™*. The business case for CSR fails for
many reasons, including the following.

* It reduces social, environmental and ethical considerations to the realm of individual
choice by investors and consumers, largely ineffective and inefficient, despite the
success of a few organized campaigns. Market mechanisms rely on ethical choices
made by those with money. At the same time, they disempower rights-holders and
citizens short of disposable income.

» Market mechanisms have a long response time that starts to kick-in after the damage
is done, and after the event manages to achieve publicity. For example, an
environmental disaster or gross abuse of human rights has to occur and generate



attention. There is not much solace in this for those who have suffered the
consequences in the interim. In addition, much or most damage is cumulative, slow, and
may only become evident long after the activity has ceased.

» Market mechanisms encourage attitudes of treating CSR as a form of risk analysis,
weighing probability of occurrence and detection, and severity of repercussions. It
encourages off-loading or externalizing costs. (I benefit and you pay the costs.)

» There are no provisions for independent monitoring and evaluation, and no penalties
for abuses. In fact, detection seems to mainly rely on watchdog activities by NGOs.
Although our Government promotes ‘name and shame’ as a viable mechanism, in fact,
corporate identity is typically carefully protected during investigation of complaints.
Examples include responses by the National Contact Point for the OECD Guidelines™
and forensic audits by CIDA™.

» Probably the most important objection is that, in many cases, for those companies
willing to ignore social and environmental responsibility, there are in fact big profits to be
made. Put in another way, in reality, corporate social responsibility may not increase
competitive advantage. It might not be justifiable from a purely financial and business
perspective®’. Corporations actually need to prioritize social, environmental and ethical
considerations, within a sound regulatory structure that lays out minimum acceptable
standards.

We also need to be able to track corporate and individual accountability, that is, to
penetrate through the complexities of corporate transactions, organizational structures
and changes in morphology. For example, some of the challenges to accountability
include:

Divestiture of interests and liabilities,

Migration of operations to another jurisdiction,

Corporate name changes,

Corporate acquisitions, sales, mergers;

Bankruptcy, delisting and relisting;

Changes to Board membership and management,

Nested ownership with local or offshore subsidiaries,

Joint ventures and minority interest; and

Conversion into a model corporate citizen.
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The international activities of Canadian corporations need to comply with recognized
standards of labour and human rights, and environmental accountability. Canadian
corporations should not be involving themselves in conflict zones, or with states that
routinely abuse human rights, or with states that don’t recognize the rights of labour,
indigenous peoples or local communities. Internationally recognized standards need to
be regulated, monitored and enforced®®.

* Incorporation in Canada, and listing on Canadian stock exchanges should be
treated as a privilege, not a right. This privilege should require compliance with
environmental and social disclosure, with a stringency and accountability
equivalent to the requirements for financial disclosure.

The fraud perpetrated by Bre-X Minerals Ltd., exposed in 1997*, initiated serious
reforms of securities markets in Canada. It led to the closure of the Alberta and
Vancouver Stock Exchanges and reorganization that ultimately led to the TSX Venture
Exchange. Mineral project disclosure standards were regulated through the introduction



of National Instrument 43-101, and new legislation gave investors the right to sue for
damages from market fraud or misrepresentation.

The cynical among us might conclude that this level of commitment was possible
because the Bre-X fraud impacted on investors and on corporate financing.
Environmental and social issues need to be given equal status and equal treatment.

Canada has a complex and unwieldy system of 13 different provincial and territorial
securities regulators. However, the Canadian Securities Administrators has worked to
harmonize capital market regulation in Canada®. They should work to ensure that
environmental and social disclosure requirements are also harmonized and form part of
the filings required by securities regulators. Environmental and social disclosures should
be approved by the board of directors, certified by the CEO/CFO and reviewed by the
regulators.

These kinds of initiatives are enacted in some jurisdictions outside Canada where
company law or Securities Regulators require disclosures to shareholders about social,
environmental and ethical issues. For example, according to a 2005 OECD report, South
African companies are global leaders in CSR, especially in social issues of particular
concern in the context of recent South African history. The second King Report on
Corporate Governance for South Africa (2002) calls for annual reporting on social,
transformational, ethical, safety, health and environmental policies, and compliance is a
requirement for listing on the Johannesburg Stock Exchange®. Similar proposals
specific to the Canadian context have been made by the Social Investment
Organization®’, among others.

An interesting indicator of the success of mainstreaming CSR would be to track the
extent to which market analysts routinely include social and environmental issues in their
reports and recommendations.

TSX exchange listings represent more than 50% of all public companies worldwide
involved in mining, oil and gas®. In the case of mining, in 2005 in excess of 40% of
equity capital worldwide was raised by 1192 companies listed on the TSX and TSX
Venture exchanges. These immense figures put Canada in a powerful position to play a
leadership role in international CSR. In fact, our level of involvement puts the onus on
Canada and Canadians to ensure that corporate activities in any way linked to Canada
are governed by social, environmental and ethical considerations.

» The Government of Canada should shift its support to renewable energy
industries, to reducing consumption, and to industries based on reusing and
recycling. The Government should work to develop Canadian expertise in these
areas.

This actionable idea simply recognizes the reality in which we are now living. The
exploitation of non-renewable resources cannot be sustainable, nor, in my view, can it
be a foundation for sustainable development. In fact, extractive industries have been
major contributors to the global environmental collapse that is now upon us.

We need to move beyond fossil fuel dependency. Technogenic greenhouse gas
emissions are changing the climate. In Canada and internationally, while demand for oil
and natural gas escalates, reserves are in decline®® and the environmental costs



involved in extracting the remainder become increasingly severe®. Economists need to
understand that conventional models based on market demand and supply do not take
into account the real limitations imposed by the exploitation of non-renewable resources,
nor the real environmental consequences?.

A large proportion of the demand for minerals and metals is generated through intense
advertising that creates and targets consumers. Possibly the most obvious examples are
gold and diamonds, both subjects of ongoing marketing campaigns that promote luxury
goods. Jewelery accounts for 83% of industrial gold use®’. According to the Metals
Economic Group, 60% of exploration spending worldwide is aimed at gold and
diamonds®. In comparison to primary exploitation and refining, very large savings in
energy and reductions in emissions can be realized through recycling of metals and
minerals®.

The extractive industry sector is heavily subsidized, both in Canada and internationally.
Financing and risk insurance come from International Financial Institutions, as well as
Export Development Canada®. The effective tax rate® levied globally on the mining
sector is 26%, lower than that on many other industrial sectors, for example 40% for the
technology and media sector®’. Corporate income tax is typically further reduced through
various tax deductions including expenses carried forward from the exploration and
development stage. A variety of tax measures in Canada encourage international
investments by Canadian companies involved in extractive industries*. These kinds of
incentives should be transferred to renewable energy and recycling industries.

I think that the consequences of inaction on environmental issues were very well
summed up by Sir Nicholas Stern during his presentation of the Stern Review on
Climate Change. (I would only add that | think this is more than market failure. It is a
failure of current market models.)

“When people do not pay for the consequences of their actions we have market
failure. This is the greatest market failure the world has seen. It is an externality
that goes beyond those of ordinary congestion or pollution, although many of the
same economic principles apply for its analysis. This externality is different in 4
key ways that shape the whole policy story of a rational response. It is: global,
long term; involves risks and uncertainties; and potentially involves major and
irreversible change.

Correspondingly the economic analysis and the policies must be:
0 international, how countries work together;
o long-term, our actions now cast their shadow far into the future;
0 have the economics of risk at its core; and
0 go beyond the marginal changes which are the usual daily fare of

economists.”

Conclusion

Numerous business experts conclude that the core function of business ventures is to
conduct business, and that social or other possible benefits are incidental and peripheral
to this core function®. In the context of current economic paradigms and power



imbalances, | do think that we expect too much if we think that multinational enterprises
will prioritize social justice over profit. This is exactly why the Government of Canada
needs to implement a strong legislative and regulatory CSR environment, and why
Canada should assume a leadership role in seeking international agreements that would
facilitate globalization of CSR.

There has been a certain hypocrisy involved in our willingness to promote multilateral
institutions and international agreements when they are to our benefit®*, and our
reluctance in other cases®’. Nevertheless, | would like to recognize the Government's
support of the Rome Statute of the International Criminal Court through the promulgation
of Canada’s Crimes Against Humanity and War Crimes Act, applicable to individuals,
corporations and corporate actors®. However, it does seem that other jurisdictions have
been more proactive in prosecuting grave human rights crimes involving business
activities™.

NGOs and other groups have proposed an abundance of well researched, actionable
ideas for furthering CSR. Other options are in effect or being examined in other
jurisdictions™. | can only conclude that the Canadian Government has not been
proactive on CSR because we are profiting from extractive industries. | would say that
actionable ideas have not been lacking but, rather, we lack the political will to act.

So my final actionable idea addresses this.
» Act. Let’s show ourselves to be world leaders in CSR, by creating an
environment which makes it possible to prioritize social justice.

Biographical Note

I have worked as a geologist for more than 30 years, including 15 years as a Research
Scientist with the Geological Survey of Canada (GSC) leading field projects in Northern
Ontario and Nunavut. | resigned from the GSC in December 2005. My expertise is in
Shield geology and mineral deposits, but during my last eight months with GSC |
compiled information on the environmental and social impacts of international activities
of Canadian mining and exploration companies. | took unpaid leave from the GSC in
order to volunteer with Voluntary Service Overseas (VSO) in Guyana, South America,
where | worked for the Guyana Geology and Mines Commission. Since that time, | have
conducted social research for VSO Guyana to assist in further development of their
programs.

Guyana is where, in 1995, the Omai Gold Mine operated by Cambior Inc. spilled
cyanide-contaminated tailings into the Essequibo, Guyana’s largest river®.
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http://www.chrysotile.com/en/news/news.aspx/?id=40&lang=en

% Mining in Developing Countries — Corporate Social Responsibility - The Government’s
Response. Op. Cit.
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¥ For example, Dutch courts have prosecuted Dutch businessmen in two separate cases in
which their business activities constituted or abetted war crimes.

http://www.fafo.no/liabilities/rec-dev.htm
“® Annual OECD Roundtable on Corporate Responsibility, 2005. Op. Cit.

Legal Remedies for Private Sector Liability for Grave Breaches of International Law - A Survey of
Sixteen Countries, by Anita Ramasastry and Robert C. Thompson, Fafo Report 536, 2006

http://www.fafo.no/pub/rapp/536/536.pdf
See also Fafo’s reference list for Business and International Crimes, Secondary sources:
http://www.fafo.no/liabilities/part 1l-6sec-srsc.htm

*! The tailings dam at the minesite failed on August 19, 1995 during the rainy season. Three
million cubic metres of cyanide-containing effluent spilled into the Essequibo River via Omai
Creek. At the time, Cambior Inc. owned 65% of Omai Gold Mines Ltd. Cambior subsequently
increased its ownership to 95%.

Cambior - ENVIRONMENT, HEALTH AND SAFETY - PLANNING ¢« PREVENTION
PROTECTION, 1997 Environmental Report (pages 11-15)

http://www.cambior.com/2/archives/environmental/environ1997e.pdf
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