[image: getAbstract]Green Conflict Minerals
The fuels of conflict in the transition to a low-carbon economy
[image: Cover]Clare Church and Alec Crawford
					•
				International Institute for Sustainable Develop... © 2018

Science / Environment
Industries / Energy
Industries / Metals and Minerals

Rating:
				8

Eye Opening
Overview
Concrete Examples

Take-Aways
	As demand for green energy technologies grows, so does demand for the minerals on which these technologies rely.
	Increased mining activities in countries with weak governance can lead to growing instability and conflict.
	Since half the world’s cobalt reserves are in the Democratic Republic of Congo, green technology companies find it hard not to source from its mines despite human rights concerns.
	Rare earths mining in China comes at high environmental and social costs.
	An expansion of nickel mining operations in Guatemala could negatively affect the country’s indigenous population and increase local tensions.
	A boost in bauxite and aluminum production in Guinea won’t improve local livelihoods without government efforts to address local grievances.
	Expected shortages in lithium gives sourcing companies little leverage over mining operations that fail to uphold labor and environmental standards.
	Despite various initiatives to regulate the extraction of green technology minerals, a wide implementation gap remains.
	Civil society, the private sector and governments can all do more to help green mineral source countries benefit from the rapid growth in demand.


Recommendation
The clean energy transition will boost demand for the materials that make green energy technologies possible. Yet, as a report by Clare Church and Alec Crawford of the International Institute for Sustainable Development highlights, not all countries blessed with abundant mineral reserves stand to benefit from the impending mining boom. An interactive map illustrates the uneven distribution of crucial green energy minerals across the Earth’s surface and shows how high mineral abundance often coincides with high levels of political instability and poverty. Consumers, business leaders and supply chain specialists will learn how they can ensure that the transition to a low-carbon world won’t create new losers.

Summary
As demand for green energy technologies grows, so does demand for the minerals on which these technologies rely.
Global demand for green energy technologies is growing rapidly. As of August 2018, 175 nations and the European Union have ratified the Paris Agreement, committing to cut drastically their carbon emissions to keep global temperature rise below 2°C (3.6°F). Furthermore, the UN General Assembly’s 2015 Sustainable Development Goals commit UN member states to take climate action and support the spread of affordable clean energy.
China alone agreed to spend $360 billion on clean energy projects by 2020, while the United States has been investing heavily in wind and solar energy. The United Kingdom and France both pledged to halt new gasoline and diesel car sales by 2040.
 
“States are not alone in driving this shift; consumer preference and the private sector are also fueling this change.”

As consumers become increasingly climate conscious, prominent private corporations are shifting to being carbon neutral, and leading car manufacturers are electrifying their fleets. The top four green energy technologies that will see the highest demand in the coming years are solar panels, wind turbines, electric vehicles and energy storage batteries. All four technologies rely on minerals and metals that are unevenly distributed across the Earth. The natural resources that will be the most in demand include cobalt, rare earths, nickel, bauxite and alumina, and lithium.
Increased mining activities in countries with weak governance can lead to growing instability and conflict.
Skyrocketing demand for green energy technology minerals and metals will have a major impact on the economies and societies of countries with large deposits of those minerals. Countries that enjoy high levels of transparency and good governance are likely to benefit from an imminent mining boom. Developing countries with a well-governed mining sector and an accountable tax collection system can use the additional revenue to invest in schools, infrastructure and health care.
 
“Demand for green energy technologies – and corresponding demand for the materials needed to build, transport and install these technologies – is predicted to increase dramatically in the years and decades ahead.”

In countries with weak governance, in contrast, exploitation of these natural resources can promote instability, conflict and violence. Governments that become too dependent on resource revenues from mining companies tend to be less responsive to popular grievances related to the mining activities, including environmental concerns, community displacements and land tenure disputes. Meanwhile, proceeds from artisanal mining can fund armed insurgents – thus heightening civil violence and political instability.
Since half the world’s cobalt reserves are in the Democratic Republic of Congo, green technology companies find it hard not to source from its mines despite human rights concerns.
Cobalt is a key ingredient in batteries used to store wind and solar-generated energy and to power electric vehicles. Global demand for the mineral could grow sevenfold by 2020.
Half of the mineral’s known global reserves are in the Democratic Republic of Congo (DRC), a country fraught with corruption and violence, considered among the world’s most fragile states. The DRC, which depends heavily on the mining sector for export income, has a poor record in managing its mining operations. During and following the Second Congo War, revenue from illegal mining operations enabled armed groups to keep up their violent activities. Major mining companies and the country’s president, Joseph Kabila, are implicated in ongoing corruption scandals related to mining profits. Reports have also shown incidents of child labor, dangerous working conditions and human rights violations in the DRC’s cobalt mines.
Conditions for workers are particularly poor in small-scale mining operations, which generate 20% of the country’s cobalt exports. These operations mostly operate below the radar of government oversight and are thus particularly prone to lax safety standards. In 2016, Amnesty International researchers found 17 children working for less than $2 a day at small-scale cobalt mines. Some kids reported incidents of being beaten by company employees.
“Mineral resources – their extraction and the responsible investment of the revenues generated – can be a key driver of sustainable development.”

Given the high demand for cobalt and the DRC’s vast deposits, international companies, aware of the abuses, are finding it difficult to cut DRC-sourced cobalt out of their supply chains. Legislation requiring companies to practice due diligence in their supply chains, such as the US Dodd-Frank Act, doesn’t explicitly name cobalt as a conflict mineral. Trying to force international companies to cut DRC-sourced cobalt completely out of their supply chains wouldn’t be feasible. Instead, international initiatives should focus on helping to improve the overall human rights situation in the DRC and its neighboring countries.
Rare earths mining in China comes at high environmental and social costs.
Among the 17 different elements that make up rare earths, three of them – dysprosium, neodymium and praseodymium – are indispensable for the manufacturing of specialized magnets used in electric vehicles, energy storage systems and wind turbines. China, where more than a third of the world’s rare earths are found, produced 80% of rare earths sold on the world market in 2017. China also holds large reserves of other minerals critical to the green energy industry and has a quasi-monopoly on the production of lithium-ion batteries. Other countries’ strong dependence on Chinese green energy technology resources and components gives China considerable geopolitical leverage. For instance, some suspect that China’s decision to temporarily halt rare earths shipments to Japan in 2010 was related to a mutual territorial dispute.
“This vast mineral wealth places China in a unique global position, in some cases allowing the state to exert a quasi-monopoly on several critical minerals.”

The high environmental and social costs of rare earths mining in China cause concerns among both the local population and international observers. The extraction and processing of rare earths deposits, which usually include radioactive elements such as uranium and thorium, generate highly toxic pollutants that contaminate waterways and agricultural land. Communities in close proximity to rare earths mining operations report higher rates of cancer and other illnesses. As environmental concerns have become a common cause for civil protests across China in recent years, rare earths mining will likely continue to foment local unrest. Chinese government oversight and regulation of the mining sector has historically been weak. As demand for rare earths minerals continues to rise, illegal mining and selling of rare earths will continue to flourish. Illegal mines aren’t just the site of poor working conditions but also represent a revenue source for Chinese organized crime syndicates.
An expansion of nickel mining operations in Guatemala could negatively affect the country’s indigenous population and increase local tensions.
Nickel is an indispensable ingredient in green energy technologies, especially electric vehicles, energy storage systems and solar systems. Estimates predict that demand for nickel could increase up to 1,200% by 2050. More than a third of nickel reserves are located in fragile states, among them Guatemala. Over the past decades, mining operations have had an especially negative impact on Guatemala’s indigenous Maya population. During the country’s three decades–long civil war, indigenous uprisings against mining companies accused of illegal land grabs and environmental pollution often resulted in violent crackdowns by armed groups, private security forces and the state military.
 
“Governments have an important role to play in ensuring that the conflict risks associated with these minerals are minimized.”

This type of violence around mining operations, especially nickel, has continued to flare up since the end of the civil war in 1996. Considering the country’s weak law enforcement mechanisms – coupled with growing demand for nickel – conflicts over land use rights will likely intensify.
A boost in bauxite and aluminum production in Guinea won’t improve local livelihoods without government efforts to address local grievances.
Demand for aluminum could double by 2050 due to its use in solar, wind, electric vehicles and energy storage technology. The metal is extracted from bauxite ores, which are abundant in many locations around the world. Guinea, however, sits atop about 25% of global reserves of high-grade bauxite.
“Weak resource governance is a key part of Guinea’s development challenges.”

Although mining has long constituted a crucial source of revenue for the state, Guinea’s impoverished population hasn’t seen its standard of living rise as a result. Life expectancy at birth is still at 59 years, and the average child spends only 2.6 years in school. The mining sector has created few jobs for the local population, which in turn has been strongly affected by the environmental impact of mining activities, including soil and water contamination. As Guinea plans to boost bauxite production, its government would be well-advised to address local grievances to prevent violence from turning away foreign investors.
Expected shortages in lithium gives sourcing companies little leverage over mining operations that fail to uphold labor and environmental standards.
By 2023, global demand for lithium will likely outstrip supply. The mineral is a critical ingredient in the lithium-ion batteries that power the world’s expanding electric vehicle fleets. Lithium mining is cost-intensive and comes with a large environmental footprint, especially if it is extracted from brines. Australia, China and Zimbabwe have hard-rock lithium deposits, which could give them a competitive advantage over South American countries with brine-lithium deposits.
 
“The private sector is encouraged to engage in innovative strategies to improve mineral recycling and incorporate secondary minerals into their supply chains.”

Zimbabwe, whose lithium reserves are extensive, is currently eyeing several lithium production projects. Mining isn’t new to Zimbabwe, but income from the mining sector has so far mostly benefited private corporations and government elites. The Natural Resource Governance Institute has given the country a low rating for failing to convert mining wealth into broader social and economic development. Zimbabwe’s ruling party could potentially use the new revenue stream from lithium mining to further bolster its rule. The government’s notorious reluctance to enforce labor and environmental standards in the mining sector could further exacerbate local grievances. Considering that lithium will soon be in short supply, sourcing companies won’t have much leverage over Zimbabwean mining companies that violate these standards.
Despite various initiatives to regulate the extraction of green technology minerals, a wide implementation gap remains.
Governments and international organizations have taken steps to help mitigate the risks that increased mining activities pose to local communities and the environment. For example, the European Union and the Chinese Chamber of Commerce are asking sourcing companies within their respective jurisdictions to abide by the OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-Affected and High-Risk Areas.
Substantial implementation gaps, however, remain. European Union conflict mineral regulations currently apply only to the four most commonly mined conflict minerals, known as the 3TG (tin, tungsten, tantalum and gold), thus excluding many of the green technology minerals that are rapidly growing in demand. Although the Chinese conflict mineral guidelines are more comprehensive and include all minerals, China’s guidelines are merely voluntary.
“While the conflict-related risks of 3TG are increasingly known and are being incorporated into private and public sector regulations, knowledge of the risks associated with green conflict minerals remains extremely limited.”

In the private sector, the London Metal Exchange has started to zero in on the sourcing of cobalt following reports about the use of child labor in DRC cobalt mines. Meanwhile, more than 360 companies that form part of the Responsible Minerals Initiative have committed to a supply chain due diligence process, yet most of the companies have failed to be thorough and proactive enough to make a difference. New information technology, however, is making it increasingly easy for affected populations and civil society activists to spread the word about abuses and infractions at mining operations. Better-informed consumers may increasingly demand more ethical sourcing practices, while investment funds – concerned about companies’ reputational risks – are willing to walk away from companies that fail to adhere to social, environmental and governance standards.
Civil society, the private sector and governments can all do more to help green mineral source countries benefit from the rapid growth in demand.
The most important tasks of civil society groups include 1) educating governments and the public about the conflict-related risks of green energy minerals, and 2) monitoring the sourcing practices of companies that process and use the minerals in their products. Civil society organizations also can help empower local populations around mining operations to work together with mining corporations and governments to create opportunities for community development. Private companies must work on increasing transparency along their supply chains and form sustainable, constructive and mutually beneficial partnerships with local communities and civil society organizations.
To relieve some pressure on mineral producing countries, companies must also take steps to increase mineral recycling. Without discouraging the growth of the green technology sector, governments must ensure that countries with green technology mineral reserves stand to benefit from the new mining boom. Governments should start applying existing conflict minerals regulations to green technology minerals as well, especially cobalt, lithium and rare earths. Governments in countries with significant mining activities must invite local stakeholders to participate in the creation of mining regulations and policies. Most important, public officials must ensure the enforcement of these laws so that all stakeholders can benefit from the green energy boom.
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