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Summary:

The mining industry needs to reconsider its business model if it is to contribute to the
European Green Deal in a way that also maximises its contribution to the UN SDGs. To
succeed and to Create Shared Value, it is critical that mining companies align themselves
with the interests and values of communities and local development initiatives. This report
discusses how the identification of the potential for Creating Shared Value through
exploration and mining activities is shaped by regional variations in the values base of the
EU and what this means for the minerals industry in terms of its behaviour and relationship
with communities. It also explores the opportunities that existing and proposed EU
legislation and initiatives could bring in promoting a Shared Value approach to mining.
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INTRODUCTION

This report (Deliverable 3.1 of the VECTOR research project) focuses on the definition of
Shared Value in a European context, what may drive regional variations in Shared Value
and what this means for the minerals industry in terms of their behaviour and relationship
with communities. It also explores the interconnections between Shared Values and Shared
Value, which are related but have distinct differences.

Shared Value has been defined as policies and practices that enhance the competitiveness
of companies while improving social and environmental conditions in the regions where
they operate (Porter and Kramer, 2019). These policies and practices combine the creation
of measurable economic benefit through identifying and addressing their intersection with
social or community priorities and sustainable development opportunities, as illustrated in
Figure 1-1. In this report, to differentiate more clearly between Shared Values and Shared
Value, the latter is referred to as Creating Shared Value, or “CSV”. This also highlights the
fact that CSV is a proactive approach to shaping business models that seek to create
opportunities.

As an approach, the recognition of the importance of CSV is emerging as a key part of
responsible business models that foster positive relationships between mineral and mining
projects and the regions and communities that host them.

To understand the implementation of CSV, it is important to recognise the respective values
that influence each of the three proponents or sectors. This is in line with the Human Rights
Based Approach that has been endorsed by the European Commission. To this end, this
report draws on preparatory work to undertake research on the drivers of sentiment towards
mining, combined with the adaptation of the ‘Social Acceptance Index’ originally proposed
by VECTOR to create a ‘Shared Value Index’, the objective of which is to identify areas
where mining has greatest potential to deliver CSV.

In VECTOR, we regard shared value creation as a mechanism to foster and strengthen
meaningful and inclusive participation to enable transformative pathways for change,
through identification of priorities and collaborative opportunities with all stakeholders
(corporate, community and government) on sustainable solutions. In doing so, we
differentiate between stakeholders, acknowledging institutions as the duty-bearers,
accountable for respecting, protecting and fulfilling human rights, and individuals and
communities as rights-holders able to know, claim and enjoy their human rights in
accordance with the European Convention on Human Rights (“ECHR”).

We acknowledge that there is ongoing discussion over the use of the term “stakeholder”
and whether certain groups should be included in this, especially Indigenous communities
who, under the United Nations Declaration on the Rights of Indigenous Peoples (“UNDRIP”)
are regarded as “rights-holders” whose rights have been recognised. In this report,
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however, we maintain the use of “stakeholders” in a sense that recognises a broader
definition of rights-holders according to the ECHR.

Sustainable
development
opportunities

M
Company or Community
project assets .
and interests priorities

€

Figure 1-1 Combining corporate interests, community priorities and sustainable
development opportunities in Creating Shared Value

SHARED VALUES AND SHARED VALUE

The VECTOR project focuses on the importance of Creating Shared Value (“CSV”), and it
is important to differentiate this from the concept of Shared Values. The two are defined
here as follows:

e “Shared Values” are widely accepted as the core beliefs that guide the behaviours
of a group, organisation or community. Such values are normally aligned with
shared interest, a set of agreed attitudes, principles, a purpose or vision.

e “Creating Shared Value” is different in that, here, the term ‘value’ refers to creating
worth and, while not based on personal values, also requires identification of
common principles or a common vision for partnership between different sectors
that, in turn, results in significant societal benefit as well as positive returns for a
company or project. This can be found where corporate, community and
sustainability priorities intersect. Trade-offs of these priorities are often involved with
consensus being reached on priorities that, in turn, inform decisions.

While CSV does not necessarily mean that corporate strategy is defined by stakeholder
values, articulation of a social purpose at a corporate level, determination of a set of
common principles and agreement of a common vision are values that should be shared
with all stakeholders. A lack of consistent values can compromise CSV.
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When assessing the potential for CSV, the social dimension of a company in terms of the
relationships between its people, assets, products, services, investments and systems to
external stakeholder groups such as communities, suppliers (and suppliers of suppliers),
customers and regulators are considered. It acknowledges that employees can also be
community members who benefit from social value created outside of the workplace. It can
foster new and positive relationships between companies, philanthropists, NGOs and
government in addressing social issues and sustainable development.

A lack of understanding and concern for the respective values of industry and community is
one of the biggest drivers of conflict in the minerals industry (Franks et al., 2014). It is
essential to understand the societal values that drive community priorities, the values that
drive sustainable development, as well as the values that drive development of company
assets and interests. Respective values, once understood, can be shared and consensus
can be reached on trade-offs and actions that contribute to community priorities,
sustainable development opportunities and company assets and interests. It is also
essential that the identification, development and implementation of CSV initiatives takes
place via cross-sector collaboration within and beyond the mining domain so as to bring
everyone to the table

The ability to make collective decisions in response to challenges depends, among other
factors, on shared societal values (e.g. Guiso, Herrera, and Morelli, 2016; Hien, 2019; van
Houwelingen, ledema, and Dekker, 2019). Although not the only condition, a consensus on
a set of fundamental values is vital for the sustainability of the EU as a democratic
community (Habermas, 2012).

Understanding CSV in the context of mining in the EU requires more in-depth
understanding of the values of the three proponents or sectors that intersect to identify
potential and create opportunities for shared value. This review focuses on these values
and their potential influence on the respective proponents. It will be based on available
literature and will frame the next phase of research, identifying knowledge gaps to be
focused on.
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Figure 1-2 Values that underpin the idenfication and creation of Shared Value at
increasingly local scales from right to left.

SUSTAINABLE DEVELOPMENT GOALS AND THE GREEN DEAL

Through the EU Green Deal (“EGD”), it is anticipated that a climate-neutral economy will be
achieved within Europe by 2050. The EGD’s Circular Economy Action Plan looks at
recycling raw materials, increasing product lifetime and better use of waste materials, but
this alone will not meet the demand for raw materials, particularly the Critical Raw Materials
(“CRMS”) required for green technologies. New mining may still be required to meet these
demands in the meantime.

The European Commission (2020) states that, despite the existence of a good legislative
framework to ensure socially and environmentally good practice in industry, various factors
are inhibiting new mining of CRMs within the EU. These include the risk and cost of new
projects and lack of financing for exploration, the length of national permitting procedures,
complex land use patterns and the lack of public acceptance of mining in Europe.

In parallel, the United Nations Sustainable Development Goals (“UN SDGSs”) present a
global mandate to reduce poverty and achieve sustainability. Coined as a plan of action for
“people, planet and prosperity”, the 17 SDGs interlink economy, environment, and society
under the banner of sustainable development and have an all-encompassing remit affecting
all areas of life for all peoples on the planet.
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The SDGs along with the EGD present strategic frameworks for the transformation of
Europe into a climate-neutral continent in the future decades. Mining, which has been
associated with many of the problems addressed by the SDGs (Fraser 2019), is also
favourably positioned to make a significant contribution to the achievement of many of the
global goals (UNDP et al., 2016; Yakovleva et al., 2017; Chicksen et al., 2018).

But how do we source the minerals required to achieve the EU’s goal of net-zero by 2050,
and how can this sourcing be integrated into a sustainable development framework?

ForVVECTOR. We propose to use Amartya Sen's (1999) concept of “Development as
Freedom” is an appropriate theoretical framework for understanding sustainable
development and how materials can be sourced. Sen’s concept is also value-laden, in that
he defines development as the “freedom to be, choose and do what you value”.

We link this to work by McDonald and Mair (2010) in suggesting that it is important to
understand the value base of an area and how this links with the local development
priorities to enable “achievement of the greatest possible level of freedom without restricting
the access of future generations to these same freedoms” (McDonald, 2010).

The EU Critical Raw Materials Act

The EU Critical Raw Materials Act (“CRM Act”) was proposed by the EU Commission on 16
March 2023; it has since been the subject of a public consultation and the EU Parliament
voted in favour of it on 14 September. The EU Commission has stated its ambition to
expedite negotiations such that it can be adopted by the start of 2024.

The CRM Act is perhaps one of the most significant pieces of legislation to affect the mining
industry in Europe for many years. It is intended to reduce the EU’s dependence on imports
of CRMs, almost all of which are currently imported. It sets ambitious goals to be met by
2030; these are non-binding but intended to set direction for Member States and, with
respect to mining, are as follows (noting that the term Strategic Raw Materials (“SRM”) is
used):

e Atleast 10% of the EU’s annual consumption of SRMs to be extracted from the EU,
where extraction means the mining of minerals from in-situ;

e Atleast 50% of the EU’s annual consumption of SRMs to be processed in the EU,
meaning the transformation of minerals into metals, alloys or other useable forms;

e Increase recycling capacity by 10% and recycle 45% of SRM content in waste;

e Not more than 65% of the EU’s annual consumption of SRMs, at any relevant stage
of processing, is to come from a single third country.

The CRM Act will also identify Strategic Projects which must meet certain criteria and would
be eligible for certain benefits. This will in part be facilitated by a requirement for Member
States to conduct exploration and report on potential strategic resources, with this
information going into an EU database. The criteria for Strategic Projects are:
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e They must make a meaningful contribution to SRM supply security;

e They must be, or will be, technically feasible within a reasonable timeframe (which
implies that projects must be at a relatively advanced stage of at least Prefeasibility
Study);

e They must be implemented sustainably via the monitoring, prevention and
minimisation of environmental impacts, socially responsible practices and
transparent business practices;

e Projects in the EU are favourable, although projects in third countries would be
eligible if mutually beneficial.

In return, the benefits these projects would receive would include:

e Priority status in the EU, allowing permitting for mining within 24 months. This would
be facilitated by a supranational governance body and coordinated filing of EU-level
environmental permitting, although would not reduce the timeframes required for
environmental baseline studies;

¢ Financing facilitated by European development finance institutions such as the
European Bank for Reconstruction and Development (‘EBRD”), and some private
financial institutions, plus a European CRM Fund is proposed to increase financing
towards the implementation of the CRM Act;

e There will be facilitated coordination with offtakers of raw materials.

The definition of a “Strategic Project” is important in that it is underpinned by some EU
principles that are directly relevant to promoting the importance of CSV. Social principles
mentioned in the CRM Act include human rights, engagement with affected communities,
employment, and health and safety. Economic and governance principles include business
integrity, transparency and wider economic contribution.

Furthermore, the CRM Act states that sustainability certification schemes must cover a
broad range of sustainability aspects including environmental protection and human rights.
including labour rights and business transparency. We note that these schemes have not
yet been identified, if it is proposed to adopt or adapt an existing scheme.

Finally, the application process for recognition of Strategic Projects, which would be
submitted by project promoters to the EC, must include:

e Classification of the project according to the United Nations Framework;
Classification for Resources (“UNFC”);

e A timetable for implementation;

e A plan of measures to facilitate public acceptance of the project (communication
channels to local stakeholders, awareness-raising, and mitigation and compensation
mechanisms); and

e A business plan evaluating financial viability.
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The requirement for classification under UNFC guidelines is important because it is more
holistic than Committee for Mineral Reserves International Reporting Standards
(“CRIRSCOQ”) codes and ESG factors are given as much weight as technical factors.

A requirement for measures to “facilitate public acceptance” is also a significant inclusion,
even though the required means of evidencing this and the definition of “acceptance” is
unclear. This certainly gives opportunities to promote value-based business models in the
sector, even though CSV is not specifically referenced in the Act. There may also be a risk
that some stakeholders view efforts to change public acceptance as manipulative, and it
could become a point of conflict.

In summary, the CRM Act has potential to incentivise positive change with respect to good
ESG practice and the promotion of projects that can make a meaningful difference to the
EU’s supply security of CRMs and their contribution to the Green Deal. It provides a
platform to develop business practices that recognise the importance of CSV.

It is also likely that, until similar standards are rolled out across the industry in Europe, the
requirements pertaining to sustainability, certification and reporting will only apply to
projects that have been selected as Strategic Projects. This could mean that there could be
fewer opportunities for CSV in non-CRM projects (or early-stage CRM projects that have
not yet evidenced technical feasibility) because, for example, there would not be
requirement for sustainability certification.

EUROPEAN SOCIAL AND CULTURAL VALUES

The EU is bound by a set of fundamental values that each member state has committed to
recognising and adhering to. They are (European Union, 1992):

e Respect for human dignity and human rights;

o Freedom of movement that gives citizens the right to move and reside freely within the
Union;

o Representative democracy; and

e Equality and the rule of law.

The Maastricht Treaty (European Union, 1992) reinforced this set of societal values, with an
accelerated integration and expansion of Member States post-Cold War. The Treaty sought
to frame a union of cultural values, strengthen European identity and increase the
legitimacy of European institutions through a common heritage and set of “shared values”
(Lahdesmaki, 2016).

Societal organisation in Europe is an illustration of the success of this closer integration,
especially when combined with the improved living standards that are tied to the
requirements for accession to the EU such as market economies, democratic institutions
and rule of law standards. The reduction of the gap between richer and poorer countries
through distribution of structural funds has been closely linked to societal values (); these



S
-

VECTOR Deliverable D3.1

funds have been used in a range of inclusive and participatory approaches to create and
implement regional development initiatives, contributing to a “value convergence” (Akaliyski
et al., 2022).

Research using data collected through the European Values Study (“EVS”), which was
undertaken between 1981 and 2020 on samples of the resident adult populations in each
EU member state, suggests that democracy is embraced as an emancipative value across
the EU (Akaliyski, 2019; Oshri, Sheafer and Shenhav, 2016), but there is also distinct and
growing value diversity between cultural cluster zones, rooted in cultural-historical factors
(Akaliyski et al., 2022). This is discussed more in Section 4.

The findings of the most recent review of the EVS (Akaliyski et al., 2022) suggest that, in
addition to these historical differences, several other factors feed geopolitical tensions and
economic interests and all contribute to divisions in values. These include disparity between
richer and poorer nations, the financial crisis that divided Northern and Southern EU states,
the refugee crisis that divided Eastern and Western EU states and the rule of law crisis that
spotlighted recently-accessed Eastern European member states. This demonstrates that
the EU is in a process of framing its ongoing economic and political integration within an
identity-forming cultural narrative that centres on support for shared values (Akaliyski and
Welzel, 2020).

The EU is a global leader in the fight against climate change (MNUCC-UNFCCC Paris
Conference, 2015) and this is highly relevant to European citizens in terms of the impacts of
climate change as well as the impacts on their lives that the Green Deal will impose,
potentially including the need for more mining.

THE IMPORTANCE OF REGIONAL CONSIDERATIONS

It is important to understand the differences and the drivers of difference in European
societal values and to acknowledge that, while there are some fundamental values that bind
the EU member states, the EU is not a homogenous community of Europeans. In fact, three
of the most prominent cultural maps of the world depict Europe as culturally more diverse
than any other part of the world (Inglehart and Welzel (2005), Schwartz (2006), and Welzel
(2013).

The sociocultural values of an area as well as the emergence of geopolitical tensions will all
have bearings on the ability to develop CSV initiatives. Ultimately, a review of European
values at this high level justifies the need for in-depth primary research to understand the
value context of a potential mineral project area.

On a positive note, according to Bonikowski (2010), cultural convergence is achievable
through closer interactions between different member states, highlighted by the many EU-
funded initiatives supporting cooperation between members. This notion of sharing and
exchanging perspectives and engaging in deliberative dialogue draws on Habermas’ (2012)
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notion of communicative action, which can be seen as a process for identifying the potential
and opportunities for CSV. This also presents a model for a deliberative dialogue between
different sectors to potentially reach consensus on a shared vision and ultimately creation
of shared value initiatives.

Drawing on the European Social Values study and the differentiation of values between
regions of Europe, three regions have been selected for analysis in VECTOR that combine
both CRM potential as well as diverse cultural and social values. These are the Nordic
Region (Norway, Sweden and Finland), the Iberian Peninsula (Spain and Portugal)

and Central Eastern Europe (specifically Bulgaria, Romania, Greece, Albania, North
Macedonia and Bosnia). Each has distinct cultural characteristics that influence regional
development priorities and, in turn, potential opportunities for sustainable development. The
mining industry must be aware of these and prepared to adjust and align its behaviour and
business model according to the local context.

Returning to Sens’ (1999) definition of development and the importance of regional
considerations, understanding the values that drive the intention to be, choose and do,
present a key aspect of understanding regional development contexts from both individual
and regional perspectives. The values and diversity identified through the European Values
Survey further endorse the importance of understanding the drivers of values as well as the
resultant values base of a region. Potential interlinkages with corporate performance to
facilitate a move away from neo-colonialism and towards CSV must be informed by
knowing what a region values.

The data produced by Wave 7 of the World Values Survey (“WVS”), conducted between
2017 and 2022, provides a useful tool to visualise the variation in the values base of world
nations, including EU member states (Figure 4-1). Analysis of WVS data made by political
scientists Ronald Inglehart and Christian Welzel (2005) assert that there are two major
dimensions of cross-cultural variation in the world:

1. Traditional values versus Secular-rational values; and
2. Survival values versus Self-expression values.
These are defined as follows (Inglehart and Welzel, 2005):

e Traditional values emphasise the importance of religion, parent-child ties, deference
to authority and traditional family values. People who embrace these values also
reject divorce, abortion, euthanasia and suicide. These societies have high levels of
national pride and a nationalistic outlook;

e Secular-rational values have the opposite preferences to the traditional values.
These societies place less emphasis on religion, traditional family values and
authority. Divorce, abortion, euthanasia and suicide are seen as relatively
acceptable (suicide is not necessarily more common);
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Akaliyski et al. (2022), following analysis of Wave 2 (1990) and Wave 5 (2017 to 2020) of
the European Values Study, notes that EU countries group into clusters based on cultural
proximity and distinction from other culture zones and find that religious-historical legacies
are significant in cultural development and adoption of EU values. These are refined
compared to the Inglehart-Welzel World Cultural Map into four zones:

e Protestant West;

e Catholic West;

e Ex-communist West; and
e Orthodox East.

Whilst still highly diverse, the initial heterogeneity of Member States’ values has decreased
over time due to the EU’s intentional promotion of its value script, free movement of people
and redistribution of resources to less developed regions (Akaliyski et al., 2022). It is also
possible that deviations in the values of Member States may cause greater pressures to
comply with EU standards. However, Akaliyski et al. (2022) make important observation
that the further eastward one moves across the EU, the larger the value differences to
Western Europe grow.

Akaliyski et al. (2022) found that there was a substantial increase in support for almost all
EU values over time from 1990 to 2017, but that there are now significant divisions between
EU nations over personal freedoms, ethnic tolerance and gender equality, such that culture
zones have become more distinct. This is a result of differences in the rates of integration of
EU values: the Protestant West is the strongest supporter of EU values and has made the
biggest gains in their integration over time. Catholic West and Ex-communist West culture
zones have also increased their support of EU values, but more slowly. Orthodox eastern
nations have not significantly increased their already lower support for EU values; they are
completely off the cultural trajectory of the EU majority and their cultural distance from the
majority has increased (Akaliyski et al., 2022).

There could be several reasons for the divergence of the Orthodox East from the rest of
Europe including bias in the effect of EU value promotion, Western Christianity cultures
being more susceptible to EU value promotion (Akaliyski and Welzel, 2020), lower trust of
newer ex-Communist and Orthodox Member States by the Western founding members
(Klingemann and Weldon, 2013), and a cultural backlash triggered by fast cultural and
institutional change causing an ‘authoritarian reflex’ and drift in the opposite direction to the
majority (Inglehart, 2018; Norris and Inglehart, 2019).

If the survey data used by Akaliyski et al. (2022) included more for sustainability values,
then it is possible that the value gap between the Protestant West and the rest of Europe
would be even larger.
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The findings of Akaliyski et al. (2022) suggest that the growing geopolitical tension both
within the EU and between its eastern neighbours could have basis on deeper-layered and
growing divides over values which become even more pronounced at times of crisis. They
conclude that the EU community needs to be fully aware of its built-in value architecture
and its deep historical roots so that decision making can be adjusted to reflect distinct
regional cultural differences.

The principal conclusion with respect to business models of the mining sector is that the
relationship between a community and the mining sector needs to be understood from a
values base to be able to identify how, what, where and when potential synergies might
occur. The characteristics of cultural zones in the EU may be useful in predicting
community responses to a mining proposition, and guiding how a company should behave.
VECTOR’s focus on three distinct regions across the EU endorses the importance of a
more detailed understanding of how shared values at a regional level influence

regional development priorities and opportunities for CSV.

A question for further research is whether greater integration of EU values can be linked to
the likelihood of (lack of) public support for EU initiatives such as the CRM Act and the
consequences of it. It may be the reverse — countries more likely to integrate EU values
may also be those that exhibit more organised opposition to mining because it is perceived,
according to Inglehart and Welzel (2005) that they place higher value on the environment.

Regional Contexts

In this section, we examine differences in societal values between the Nordic region,
Central Eastern Europe and the Iberian Peninsula and assess how these may underpin the
identification and potential for CSV and interactions with mining projects.

Nordic Region

The countries of the Nordic region, comprising Denmark, Norway, Iceland, Sweden and
Finland, collectively share a number of values, but all have distinctions based on historical
constitutional systems of East (Sweden and Finland) and West (Denmark, Norway and
Iceland) and, more recently, between membership of the EU and EEA. From both a societal
and economic development perspective, shared values include constitutional systems,
transparency, trust in state institutions, democracy, preserving the environment, equality
and human rights protection (The Nordic Constitutions (2018:204)).

These values are very closely aligned with those set out in the Maastricht Treaty and it
could be argued that the region provides a model for other current and aspiring member
states to emulate.

Working for sustainable growth and development is a shared value and development
priority. Innovation and transparency are important, and the value of trust results in a very
lightly controlled society.
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The notion of perceiving to be the same regardless of gender, religion, age, political beliefs
or ethnicity seem laudable, but have presented values-based challenges to the Sami,
Europe’s only acknowledged indigenous people, who struggle for special protection and
recognition because of their ethnicity and cultural differences to the majority.

This is particularly relevant to the minerals and mining sector as much of the potential for
CRM resources in the Nordic region are in areas traditionally inhabited by the Sami.

4.1.2 Iberian Peninsula

The Iberian Peninsula, comprising Spain and Portugal, became EU member states in 1986
following nearly forty years of authoritarian rule that had kept them in the margins of
European integration. Their accession brought a new geopolitical dimension to the EU,
strengthening it southwards but also influencing cultural developments as both countries
addressed issues such as culture, nationality, citizenship, ethnicity and politics as well as
their respective identities. After years of relative isolationism, both countries finally joined
the European integration process and became part of the development of transnational
networks.

The expectations that membership of the EU would consolidate their newly established
democratic institutions, modernise their outdated economic structures and, finally,
normalise relations with their European neighbours were realised. Improved economic
conditions and prospects for social and political stability influenced public opinion, attitudes
and values, strengthening support for democracy, political pluralism and decentralisation.

The transnational networks strengthened both interest groups and political parties resulting
in a 21% Century Iberian Peninsula with a strong and effective political and interest-based
voice in Europe. Of the two countries, the World Values Survey (2023) indicates that
Portugal may hold more traditional values and lower levels of trust and tolerance compared
to Spain. Over time, Spain’s cultural values have shifted towards those more typical of the
Protestant West at a faster rate than Portugal’s.

The region’s history is particularly relevant to the mineral and mining sector which has a
tradition of authoritarianism and neocolonial approaches to project development, which are
unlikely to be tolerated in the Iberian Peninsula since accession to the EU and integration of
EU values.

4.1.3 Central Eastern Europe

Central Eastern Europe includes the newest members of the EU and those in the process
of accession, with many of the countries emerging from Soviet State authoritarianism. For
the purposes of VECTOR’s work, these countries include specifically Bulgaria, Romania,
Greece, Albania, North Macedonia and Bosnia.
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Whilst the political and cultural history of the region contrasts with the fascist regimes that
had governed the Iberian Peninsula, the democratic pre-requirement has proven to be a
powerful incentive in both regions for institutional reform and embracing of the “Aquis
Commitaire”, the accumulated legislation, legal acts and court decisions that constitute the
body of EU law.

In stark contrast to the Iberian Peninsula, the histories, religions and languages that differ
between states in Central Eastern Europe have given rise to political and economic
challenges. The common denominator of state socialist doctrine restricted individual
freedoms of self-determination and personal autonomy, with “forced adjustment to a non-
accepted system” (Ferge and Kolberg, 1992). Unable to influence their own situation to set
personal goals and values resulted in “submission of the individual to the demands of the
state” (Crawford, 1996) and a “learned helplessness” (Roe, 1995).

Membership of the EU came with a promise of individual freedoms or, as Sen (1999) would
say, “capabilities”. The total transformation of cultural and social values and behaviours has
however been tempered by the long-lasting impact of state socialism, with the speed of
economic transformation limited by global events and persistent levels of corruption
(Kovacs, 2003).

Following a period of institutional convergence, a stream of right-wing populism has
recently emerged, challenging the deliberative demacratic values of the EU. Constitutional
orders and growing centralisation have manifested, highlighted by the refugee crisis in 2015
and the refusal of many countries in the region to agree with the EU on this issue.

CORPORATE CULTURE AND VALUES

The climate crisis and recognition that a sustainable future is imperative has placed the
world in a period of exponential change. To achieve the UN SDGs and the EU Green Deal
requires exponential change (or even hyper-exponential (Elkington, 2020)), and this must
be reflected in industry. It is crucial that the mining industry recognises this.

The impacts and harms associated to mining and the need for greater responsibility on the
part of the sector are well-documented (Kemp and Owen, 2022). Furthermore, the track
record of global mining companies externalising the costs and consequences of their
actions has contributed to a widespread challenge to the old mantra that the ultimate
responsibility of corporations is to create value for its shareholders (Cragg and Greenbaum,

2002; Ruggle et al., 2020)4he—geaHs—elea#the—busmess—e#m#ung—needs4undamem&I

better’- If the aim is to create Shared Value the goal is clear: the business of mining needs
fundamental change that is founded on the basis of CSV and the meaningful adoption of
new business models that incorporate the purpose, culture and values of other
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stakeholders, aiming for a step-change in social performance and contribution to local and
regional development (Kemp and Owen, 2018).

Mining business models that are founded on CSV can also be linked to the internationalism
and more responsible corporate culture has become an important driver of corporate social
performance (Kang, 2013; Zyglidopoulos, Williamson and Symeou, 2016). This highlights
the importance of recognising the diversity and opportunity for mutual learning across the
wider region of Europe.

CEO of Blackrock, Larry Fink, published an open letter to CEOs in 2020 (Fink, 2020). He
wrote this on behalf of 631 institutional investors, managing more than $37 trillion in assets,
urging governments to step up efforts to tackle the global climate crisis and achieve the
goals of the Paris Agreement at the United Nations Climate Conference (COP25). As an
industry leader, Fink has declared that climate risk is a business issue, not a political one
(Proctor and MacCallum, 2018). Research shows that social and environmental complexity
is increasing, and stakeholders are more active in their demands for transparent and
tangible expressions of corporate social responsibility (Lebre et al., 2019; Valenta et al.,
2019).

Fink (2020) stated that “Stakeholder capitalism is all about delivering long-term, durable
returns for shareholders. And transparency around your company’s planning for a net zero
world is an important element of that. But it’s just one of many disclosures we and other
investors ask companies to make. As stewards of our clients’ capital, we ask businesses to
demonstrate how they’re going to deliver on their responsibility to shareholders, including
through sound environmental, social, and governance practices and policies”.

Fink’s leadership within the corporate investment sector is driving change, and the minerals
and mining sector is being forced to define and address environmental social and
governance risks by the finance sector (Jackson and MacCallum, 2021). How much of this
remains corporate rhetoric will be judged by the success of the EGD.

Mapping corporate values, culture and social performance across Europe is therefore
essential to understanding if and how ’'Business as Better” and CSV can work in practice. Is
there an appetite for real change and acceptance of new business models for mining that
consider more than one bottom line?

Ongoing work by VECTOR shows that, at face value, exploration and mining companies,
particularly those with CRM projects, have embraced a new narrative of sustainability and
contribution to a “green economy”. They place it foremost in their public-facing materials;
phases like “green mining”, “responsible mining” and “sustainable mining” are
commonplace, and VECTOR is working to determine whether the narrative is matched by
changes in their business practices. Groups opposed to mining certainly believe that the
industry is greenwashing, and dispute whether an increase in mining to meet climate goals

is justifiable (Rhoades et al., 2021; Figure 5-1).
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Figure 5-1 Protestors at the Fennoscandian Exploration and Mining conference in
Levi, Finland, in November 2023, voicing their concerns of a toxic green
transition and that the environment is more important than corporate
greed.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

The approach to Environmental Social and Governance (‘ESG”) factors in terms of how
they are defined and addressed by a minerals and mining company presents a significant
indicator of the values that it subscribes to. ESG, as a term, has gained rapidly in
prominence across the corporate world, with an emergence of ESG advisors and risk
specialists being heralded by auditors and consultants. It is widely seen as a more
understandable and appropriate phrasing of issues related to sustainability and corporate
social responsibility that the mineral and mining sector have traditionally grappled with.

Approaches to ESG vary from high levels of commitment to how a company can contribute
to People Planet and Profitability (the “Triple Bottom Line”) to basic compliance required by
investors wanting to know what happens beyond the financial statement or “bottom line”.
The ethics, values, corporate culture as well as potential competitive advantage are all now
part of due diligence, with an emerging plethora of ESG Frameworks, Standards and
Indices to be measured against.

VECTOR - Deliverable 3.1 - DEFINITION AND DRIVERS OF SHARED VALUE IN THE EU
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The requirement for minerals and mining operations to consider ESG risks and
opportunities to raise capital, compounded by financial risk specialists identifying ESG as
the single biggest risk to the mining industry globally (EY, 2023) has meant that “For the
first time in four decades, leading business associations, corporations, and the corporate
law and governance community are seriously debating the social purpose of the
corporation” (Ruggie et al., 2020), and debates are emerging that link Directors’
remuneration to good ESG practice (Wilson, 2019). An increasing number of minerals and
mining projects are taking active steps in their ESG agenda, identifying their priorities and
measuring their performance. The next step will involve moving beyond measurement and
taking action to improve.

From a compliance perspective, the focus across the EU is on environmental issues and
risks. There is currently no regulatory requirement to determine social issues and risks,
although the CRM Act may go some way to addressing this. Participation is only required
should the Aarhus Declaration be invoked, which requires a substantial environmental
impact to initiate public participation, or if a public consultation process is included as part of
a planning process. In other parts of the world, especially countries that have not secured
membership of the OECD, there are a number of international standards that must be
adhered to in meeting the requirements of International Finance Institutions. These include
the Equator Principles and the World Bank Sustainability Framework as well as the
International Finance Corporation's Performance Standards. Collectively known as Good
International Industry Practice (“GIIP”), these frameworks, principles and standards give
eqgual weight to environmental, social and governance considerations. It is therefore hardly
surprising that, in most of Europe, resistance to mining in local communities arises often
from perceived or observed environmental impacts, but also from the lack of representation
and participation, lack of monetary compensation and distrust of the mining company and
the state (Conde, 2017; Conde and Le Billon, 2017; Franks et al., 2014).

Understanding corporate ESG priorities, whether driven by compliance or requirement, or
because of a company’s own corporate values and interest in ESG performance, will assist
in determining whether there are opportunities for CSV.

Community Priorities

Communities start to develop perceptions of mining projects from very early on in the
mining cycle (Bleicher et al., 2022). This can be crucial for the prospects of future
engagement. Extensive academic research underlines the proposition that it is “what is
done and when” in terms of public participation and understanding local context, including
what is valued, that affects social acceptance by host communities. It is clear that an early
understanding of context (even factored into exploration target selection) and effective
engagement from the outset are critical to long-term success.
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Of use to VECTOR partners is the knowledge that effective engagement can de-escalate
conflict, but ignoring or repressing protests tends to provoke stronger reactions from groups
seeking to have their concerns heard. When companies address community concerns
early, their social license to operate is enhanced” (Vanclay and Hanna, 2019).

Bahadorestani et al. (2020) states that the absence or lack of effective stakeholder
engagement during a project’s lifecycle, especially at the earlier stages of planning and
implementation, often negatively impacts the expected performance of projects. The
coupled consequences of the lack of contextual knowledge of stakeholders, and the lack of
their support in the field, necessitates effective stakeholder participation.

From a company perspective, social risk, like any other risk, arises when its own behavior
or the action of others in its operating environment creates vulnerabilities (Baccarini and
Archer, 2001). The research is referring to vulnerabilities for the company, but this may not
be exclusive. It highlights the importance of understanding, for example, whether there are
historical or ongoing factors that may appear to be unrelated to a company’s project but can
influence public sentiment at many levels. Indeed, events such as Rio Tinto’s destruction of
the sacred Juukan Gorge rock shelters in 2020 has had a negative impact on sentiment
towards mining industry globally. The catastrophic failure of Vale’s Brumadinho tailings dam
in Brazil in 2019 is another example.

Social risk can also be enhanced where there is potential for stakeholder sentiments to be
influenced and capitalised by other actors (political, corporate or international) to further
their own agenda which may or may not be related to mining (Proctor and MacCallum,
2019). This creates difficulty and unpredictability for mining companies in developing an
approach to CSV.

A further source of conflict and resentment towards the industry is that there is often an
unfair distribution of the impacts (local) and benefits (out of community) of a mining project
(Mancini and Sala, 2018). This may be a result of the current business model of mining
which is shareholder-focused in many instances, and which has failed to deliver long-term
sustainable development in resource-rich communities. It is compounded by the fact that
shareholders and the company itself are often located far from the project, often in a
different country, and may thus have less understanding of the local context. This reinforces
the call for business to refocus on a triple bottom line.

In Europe, there are several existing policies and initiatives that could be leveraged to
facilitate the alignment of mining projects and host communities. The EU has set five

cohesion policy objectives for the period between 2021-2027 which could support the
creation of shared value between society and the mining industry, visioning:

1. A more competitive and smarter Europe;

2. A greener, low-carbon transitioning towards a net zero carbon economy;
3. A more connected Europe by enhancing mobility;

4. A more social and inclusive Europe; and
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5. Europe closer to citizens by fostering the sustainable and integrated development of all
types of territories.

Company or Project Assets and Interests

Since the early 2000s, the mining sector has committed to transparency and materiality in
their reporting of exploration activities through use of international reporting codes,
governed by the Committee for Mineral Reserves International Reporting Standards
(“CRIRSCOQ”), such as the Pan-European Code for Reporting of Exploration Results,
Mineral Resources And Reserves (“the PERC Reporting Code”).

While each code is linked to a region, such as PERC in Europe or JORC in Australia, many
of them are used transnationally with a shared aim of enabling investors to make informed
decisions based on an understanding of grade, tonnage, and ‘modifying factors’.
Knowledge of the ‘modifying factors’, once only considered when sufficient grade and
tonnage was inferred and primarily focused on economics, are increasingly being required
from the outset as ESG becomes included in the modifying factors and thus associated with
the value of a resource and the likelihood of it being developed.

The standards (e.g. PERC) for reporting mineral resources and ore reserves have long
been instrumental in determining a company’s interests and assets. The ongoing review of
these codes to consider issues such as environmental and social performance heralds both
a shift in the values base of the CRIRSCO code governing bodies and an awareness of the
context in which the industry seeks to operate, as well as an additional opportunity to
determine and build on opportunities for CSV. Use of the UNFC as dictated by the CRM Act
could be important here.

It remains to be seen whether the industry’s reporting requirements have potential to earn
sufficient trust to support more sustainable outcomes. Fifty percent of respondents to a trust
survey conducted annually since 2001 stated that a reason trust in business is declining is
a failure on the part of business to contribute to the greater good (Edelman, 2016). As
Fraser (2019) suggests, one way to build trust would be to align business with the values of
society. In other words, to rebuild the social contract, defined here as an agreement for
mutual benefit between an individual or group, the government or community, and the
mining company.

Sustainable Development Opportunities

Supporting sustainable rural development has been a focus of many EU structural funded
initiatives across Europe. Two key rural development initiatives which could be engaged to
support territorial planning and early engagement between communities and mining
companies are LEADER and Interreg Europe.
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The major, EU-funded LEADER initiative (“Liaison Entre Actions de Développement de
I'Economie Rurale") has supported a European network for rural development for more than
30 years, fostering cross-cultural and Member State exchange and sharing of experiences.
It seeks to enhance the natural and cultural heritage, strengthen the economic environment,
and improve the organisational capacity of rural communities via a Community-Led Local
Development (“CLLD”) approach through local action groups (Figure 6-1). Rural
communities are supported to reflect on the potential of their areas and to develop and
implement their visions for improving quality of life.

Understanding how a mineral and mining project could engage with CLLD processes
presents an opportunity to identify and determine community priorities to support CSV.

Interreg Europe is an interregional cooperation programme, co-funded by the EU and
contributes to the EU’s objectives to reduce disparities in the levels of development, growth,
and quality of life in and across Europe’s regions. The programme runs from 2021 to 2027
and will help local, regional and national governments across Europe to develop and deliver
better policy via the sharing of solutions to regional development issues. Aligned to the
EU’s cohesion objectives, it has potential to promote social, economic, and environmental
inclusion across regions and could be well-placed to address the challenges posed by an
increase of exploration and mining in the EU.

The Organisation for Economic and Cooperative Development (“OECD”) Mining Cities and
Regions initiative aims to develop recommendations for improving regional development
outcomes for regions and cities specialised in mining and extractive industries. The findings
of this should be considered, particularly because its case studies include areas (Spain and
the Nordic Region) that are a focus for VECTOR.

Innovation

Local public-private Area-based local

development

partnerships: :
strategies

local action groups

Integrated and Networking
multisectoral actions
Bottom-up

; elaboration and
Cooperation . .
implementation of

strategies

Figure 6-1 The LEADER approach to rural development
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AN EXTENDED SHARED VALUE APPROACH

Recognising the need for fundamental change in the mining industry if it is to play its part in
a sustainable future, VECTOR’s objective is to provide new business models for mining that
are fit for purpose and respect the diverse cultural and socioeconomic needs in Europe.
Aligning these to the demands of the UN SDGs and EU Green Deal may require change
that is exponential in both scope and pace.

The goal must not be simply to gain the support of communities to new mining projects. To
go beyond this and genuinely achieve something sustainable, a business must strive for a
Triple Bottom Line (“3BL”) that includes in its metrics its contributions to social wellbeing,
environmental health and a just economy (People, Planet and Prosperity, “the three Ps”).
These elements are interconnected,; if an organisation focusses only on profit, while
ignoring people and the planet, it cannot account for the full cost of doing business and thus
will not succeed long term (Elkington, 2020). It is 29 years since John Elkington coined the
3BL phrase, and yet this still seems to be a new concept for the mining industry and its
regulators; it is only in the last two to three years that modifying factors relevant to
sustainability/ESG have been introduced to Mineral Resource and Reserve reporting codes
(e.g. PERC 2021), which are simply blunt instruments that the sector must conform to
rather than proactively changing.

A mutual gains approach to driving business and social value is not a new concept, yet
mining companies have struggled to demonstrate that the industry is capable of making a
positive contribution to society, beyond the metals and materials produced (Fraser, 2019).

The easiest place to find CSV opportunities is at the points of intersection between what
mining companies need for their success and what communities need for their own long-
term sustainable development. These will vary from project to project depending on the
company and the local context, but there are some broad concepts that apply widely.
Where macro-economic issues have led to market failure (the inefficient allocation of goods
and services by a free market, often leading to net economic loss), there may be
opportunities for CSV. For example, both mining companies and communities need access
to water, clean energy, climate action and a healthy workforce and citizens, all of which are
SDGs. CSV could therefore be a good business strategy for advancing the EU Green Deal
as well as the UN SDGs.

Kramer and Pfitzer (2016) introduce the concept of an ecosystem of shared value. The
Collective Impact movement, which has facilitated successful collaborations in the social
sector, can guide businesses in bringing together the various actors in their ecosystems to
help remedy some of the world’s most urgent problems. Governments, NGOs, companies,
and community members must all be involved in programmes for CSV, yet they work more
often in opposition than in alignment. In changing this, companies will find economic
opportunities that their competitors miss.
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VECTOR’s proposals for new business models will therefore be founded on collaboration,
the values and needs of all stakeholders and the potential for business operations and
products to have a net positive impact on the environment. This acknowledges that certain
types of mining for certain commodities could be ruled out as ever being appropriate in
Europe.

CONCLUSIONS AND NEXT STEPS

This report has examined how values vary around Europe, what drives them and how they
should be considered in Creating Shared Value. The understanding of this will be crucial to
how business is conducted to the benefit of all stakeholders whilst delivering on UN SDGs

and the EU Green Deal.

The lack of a coherent framework within the EU Green Deal supporting the delivery of good
ESG practice and CSV in the mining sector creates uncertainty concerning the financial
viability of early-stage mining. Supporting an understanding within the sector of the
significant body of academic research, underpinned by practice, can contribute to a
reduction in conflict between the sector and large sections of civil society, and the
promotion of CSV.

Understanding how public response is shaped by industry’s various approaches to
minimising social impacts and creating wider benefits (CSV), and how these actions are
received across Europe, is critical for developing good ESG practice, defining social vectors
to local shared visions for mining and understanding business constraints in the industry.

The objectives of the next stages of VECTOR’s research in this regard are:

e To examine the initiatives/business process and conceptualisation of ESG in early-
stage mining projects across Europe;

e To understand how this might influence sentiments of host communities towards the
industry; and

e To draw conclusions and to draw comparisons between community perceptions of
good ESG practice and the operations of the early-stage mineral companies.

The research will give a platform to develop a critique of existing industry practice and
offers an opportunity to develop the CSV paradigm in improved, more human-centred
business models. Understanding what can drive social conflict around mining in Europe and
understanding strategies for developing a clearer vision of risk, open opportunities for those
wanting to make investment decisions in raw materials.

To this end, it is proposed that the Social Acceptability index intended to be developed by
VECTOR is adapted to become a Shared Value index so that it is better aligned with these
new business models.
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