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INTRODUCTION:

The Social License to Operate

This is a pragmatic look at how mining companies can better survive in a rapidly changing, 
globalized community. It examines situations where companies have failed to build social 
license and situations where they have succeeded.

The guide begins by examining the business case for constructive engagement with stakeholders, 
explaining why gaining a social license to operate is now essential for global companies. Companies 
open themselves up to great risk if they do not achieve constructive engagement. These points are 
illustrated in detail by the case studies that follow.  

The first set of case studies describes situations where proposed mines ran into serious difficulties with 
surrounding communities and other stakeholders, causing significant delays or cancellation of the 
project. These three case studies highlight issues surrounding comprehensive stakeholder engagement, 
transparency of information, and conflict resolution.

The second set of case studies looks at how companies were able to turn initially difficult situations to 
their own advantage by seeking resolutions that were beneficial to all the parties. These cases highlight 
issues involving indigenous peoples, small miners, and sustainable community development. 

In each case, the issues surrounding the mine proposal are examined from the perspectives of the 
company and the key stakeholders; a brief analysis then follows. A methodology for good performance 
in the area is then offered.

At the back of the guide, a number of tools that companies can use in attempting to engage effectively 
with local communities and other actors are offered in the appendices. 

Although the case studies all involve many elements, one particularly important principle of 
engagement is highlighted in each. The guidance and methodologies are presented so companies can 
use them to address this engagement principle in the future. 

Company representatives, as well as local and international nongovernmental organizations (NGOs), 
were interviewed for each of the case studies; secondary sources were also reviewed. The interviews 
were particularly striking for the differences in perception between the company representatives and 
the NGO representatives about which issues drove the conflict. Rarely were the perceptions of the two 
sides the same. Is it any wonder that there was conflict when one side was attempting to respond to 
one set of issues and the other side was responding to another set? Unfortunately, this breakdown in 
listening, communication, and understanding is common.  

A second common feature in the case studies presented in this guide is that where there was well-
organized, significant opposition to a mining project, no matter their country or political stripe and 
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no matter the prevailing laws, politicians were reluctant to go against it. In fact, global companies are 
under greater pressure to respond to broader social expectations today, regardless of the prevailing legal 
structure, than at any other time in recent history. Companies must find ways to deal with this new 
reality if they want to get their mines permitted.

Meeting these social expectations is sometimes referred to as gaining a social license to operate. 
Gaining a social license to operate simply means gaining support for the project from concerned 
groups, or stakeholders, over and above meeting any legal requirements. As the guide will show, strict 
compliance with prevailing laws is not sufficient to gain approval for projects. In all the cases described 
here, when a mining project was blocked, political considerations, fueled by social expectations and 
pressures, ultimately tipped the balance against the companies. 

We hope that this guide will help companies to obtain the requisite social license to operate.
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THE BUSINESS CASE: 

The most immediate reason for a mining company to gain a social license to operate is so that it 
can get the mine permitted. However, other issues are also important. 

Even minor opposition can lead to work stoppages or delays that increase the cost of putting a mine 
into production. Local opposition can lead to problems with regulatory or political authorities. In 
turn, such problems can cause a loss of investor confidence, affecting the viability of the project. As 
well, problems in one site can have an impact on a company’s overall reputation, negatively affecting 
its share price or hindering its ability to access or finance new projects in other parts of the world. 
These reputational costs can linger for many years. Finally, a conflictual project can have negative 
effects on employee morale or create difficulties in attracting the best employees.  

Cancellations of mining projects also have consequences for other actors: governments at various levels 
lose significant royalties and taxes, employment opportunities are reduced, the possibility of economic 
spinoffs is eliminated, and potential investment in community development programs is lost.  

Of course, it is also true that, if a mine does not go ahead, environmental and other potentially 
negative consequences of mine development are avoided. It is precisely in the measured deliberation 
between the positive and negative impacts of mines that such projects need to be decided. When 
conflicts prevent such measured consideration, all parties lose. This guide suggests ways to ensure that 
measured deliberation is, in the end, a key foundation for final decisions.
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CASE STUDY 1:

Comprehensive Stakeholder Engagement

Early comprehensive engagement with all key external stakeholders on the environmental, social, 
and economic impacts of a proposed mine will help identify potential problems and their possible 
solutions. Without this detailed level of engagement, problems can ensue.  

  MANHATTAN MINERALS, TAMBO GRANDE  

Manhattan Minerals is a small Canadian mining company. It identified a major ore reserve in northern 
Peru that contained as much as a million ounces of gold and large deposits of copper and zinc. The 
reserve lies beneath part of the town of Tambo Grande. In order to exploit the resource, about one-
third of the town’s sixteen thousand residents would have had to be relocated. The town is situated 
in the rich agricultural San Lorenzo Valley, and approximately fifty thousand of the total seventy-five 
thousand valley residents work in agriculture. 

According to the company, it made every effort to engage town residents in dialogue and to 
demonstrate the benefits the mine would bring, such as jobs and tax revenue. The company repeatedly 
said the proposed mine would be the most modern in design and would not damage the town or the 
valley’s water supply, or damage crops. Manhattan Minerals supported small social and economic 
alternative projects during the exploration phase. Company spokespersons frequently said they were 
confident of the support of the majority of the population, as well as key organizations, including the 
mayor’s office and the Catholic Church. 

But after almost three years of intensive exploration, violence erupted in February 2001 when a 
mob of some four thousand people destroyed the exploration camp. Although the company blamed 
outside agitators, it also vowed to improve communication with residents, and in May of that year 
a consultative group of government ministries, the company, and local groups was set up, with the 
Catholic Church facilitating the dialogue. At about this time, Peru’s Minister for Energy and Mining 
was quoted as saying, “If the people do not accept it, it will not be done.”

In June 2002, a local referendum was held. Approximately 76 percent of the residents voted; 93 
percent of them were against the mine proceeding. The company denounced this referendum as 
illegal. Almost a year later, the company was still trying to engage local groups in further discussions 
about the possibility of restarting the project.

  EXTERNAL STAKEHOLDERS PERSPECTIVE

Contrary to the company’s view of the situation, there was opposition to the project almost from 
the beginning. A survey by a Catholic organization in 2000 showed that 89 percent of residents had 
a negative opinion of Manhattan Minerals’ presence. There was also great confusion about whether 
the mine would affect water quality and agricultural production. There were conflicting statements 

IN ORDER TO 
EXPLOIT THE 
RESOURCE, 
ABOUT ONE-
THIRD OF THE 
TOWN’S SIXTEEN 
THOUSAND 
RESIDENTS 
WOULD HAVE 
HAD TO BE 
RELOCATED.
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between company personnel in Canada and Peru about whether the mining activity would be 
extended to other parts of the valley. Residents were skeptical of assurances in these areas, because the 
company’s environmental impact assessment (EIA) was not released until June 2002, after positions 
had hardened. 

Early on, the project attracted the attention of national and international environmental and 
development groups. These groups even sent in an environmental specialist to do an environmental 
assessment of the proposed mine in 2001. The conclusion was that the mine could not be developed 
without damaging the water supply, and therefore, the valley’s agricultural production. The delay in 
releasing its EIA was perceived by many as an attempt by the company to ignore these questions and 
get government approval before local opposition could strengthen.

The consensus of external groups, both national and international, was that the company never 
achieved real engagement with all affected stakeholders, but rather tried to “sell” the benefits of the 
project to certain groups while systematically excluding others, such as farmers, from the dialogue. 
These groups suggested that an alternative approach would have been to include the community 
from the very beginning in a more comprehensive consultative 
process and try to resolve differences and concerns early on.  

  SUGGESTED METHODOLOGY FOR 
COMPREHENSIVE STAKEHOLDER ENGAGEMENT 

Comprehensive engagement is a systematic means for allowing 
key stakeholders an opportunity to review or influence the 
decision-making process for a project. Generally, the more 
complex a project, the more intense the engagement must be. 
For the purposes of this guide, a stakeholder is any individual 
or group of individuals who are affected by or have an interest 
in a proposed activity, or who can affect the outcome of that 
activity. In short, stakeholder refers to any person or group who 
can help facilitate or block a proposed project. Comprehensive 
stakeholder engagement is carried out to avoid costly conflict, 
to identify unforeseen situations, to generate public support for 
a project, and to gain real credibility for the proposal.

Furthermore, contrary to what a company might wish, it is 
the person or group of people themselves who decide if they 
are stakeholders; it is not up to the company to decide on 
that. In the preceding example, the company insisted that 
the proposed mine would not affect the agriculture of the 
San Lorenzo Valley. Therefore, dialogue with farmers was not 
given a high priority. But in the end, farmers were among the 
key stakeholders who organized opposition to the project. It 
is also noteworthy that international groups intervened in the 

ANALYSIS

Although the company believed it had engaged with 
every relevant external stakeholder group in an attempt 
to answer their concerns, comments from these groups 
clearly showed that they perceived the company’s 
engagement with local stakeholders as partial and biased, 
and that this was the prime reason for a breakdown in 
communication and an escalation of conflict. Perhaps 
most significantly, company representatives did not 
engage with the groups most opposed to the project, 
thus denying themselves an opportunity to gauge the 
real impact of the concerns and craft a prompt and 
acceptable response to them. Residents wanted answers 
to such questions as these: Would the proposed mining 
activity have destructive environmental affects on the 
surrounding area? Would the mine be extended into 
agricultural areas in the future? Who would reap the 
benefits of the revenue and economic activity generated 
by the mine? 

The company did not sufficiently answer these questions; 
instead, it insisted that all concerns would be addressed 
in its comprehensive EIA. In the meantime, negative local 
sentiment coalesced.
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process to support the farmers and influence the outcome. Such international groups are ignored at a 
company’s peril, although in mining local stakeholders are still usually the most important ones.

Engagement does not mean handing control over project decisions to external stakeholders. In fact, 
it is not unusual for some key stakeholders to have limited participation. As a result, five levels of 
possible stakeholder participation in decision making are usually identified in an engagement process: 

• Education involves informing stakeholders in order to create more awareness about the proposal.

• Information feedback means distributing information in order to get responses and reactions 
from stakeholders and feed them back to the company. 

• Consultation entails a more formal two-way communication between the company and 
stakeholders, with the company agreeing beforehand to adjust project plans depending on the 
outcome of the consultation.

• Joint planning involves stakeholders in the decision-making process from the beginning; decision 
making becomes a shared process.

• Delegated authority transfers some decision-making authority to the stakeholders on certain 
aspects of the project.

Any engagement process will involve a range of levels of participation for different stakeholders, 
depending on the issue to be decided and the capacity of the stakeholders to engage. For example, 
prevailing environmental laws in particular jurisdictions have significant influence on a mining 
project’s design. But environmental regulations and practices are a complex topic and the details of 
these—unlike their results—are not always of interest to local stakeholders. Stakeholder participation 
in this area might mean education, information feedback, and consultation, or it might mean a 
combination of the three. In contrast, a mining company might want to involve local stakeholders 
in a much more integrated manner in designing employment or community social programs. Joint 
planning or even delegated authority might be more appropriate participatory mechanisms when it 
comes to these kinds of decisions. 

Three basic parameters influence a company’s decision on the level of stakeholder participation:

• Prevailing legal structure. Regardless of what the stakeholders’ concerns might be, the company 
must comply with local laws.

• Prevailing international best practice. A global company will strive to implement best practice, 
regardless of local laws or the wishes of stakeholders.

• Cost. Every company will place limits on what it can and cannot do in a proposed project. In 
the final analysis, the decision to go ahead with a project will reflect a balance between projected 
revenue and the cost of meeting production requirements and stakeholder expectations.
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Stakeholder mapping and analysis are two key tools that help companies identify important actors and 
what their interests are. These tools help companies:

• Identify possible stakeholders of the proposed project.

• Explore approaches to respond to the interests of those stakeholders.

• Identify relationships between stakeholders that might influence decisions about the project.

• Design an overall strategy to address stakeholder concerns.

The specific steps for carrying out a comprehensive engagement process that includes stakeholder 
mapping and analysis are shown in the appendices. 
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CASE STUDY 2:

Transparency, Information, and Communication 

Transparent disclosure of information early in a project allows for an effective dialogue and resolution 
of potential stakeholder concerns. Transparent sharing of information and effective communication 
help establish a key element of a successful engagement: trust. Without trust, stakeholders become 

suspicious and are unlikely to support a project.

  NORANDA, NEW WORLD MINE

From 1990 to 1996, Crown Butte Resources Ltd., a subsidiary of Canada’s Noranda Corporation, 
invested approximately US$35 million in exploration for an underground gold mine near Cooke City, 
Montana, near Yellowstone National Park. Reported proven reserves were two million ounces of gold, 
eleven million ounces of silver and sixty-five thousand short tons of copper. About 10 percent of the 
minable reserves were located on federal lands. 

Crown Butte proposed to locate its tailings impoundment in a high alpine valley. In response to 
community concerns, the company varied its original proposal considerably. Crown Butte geologists 
asserted in public meetings that the new tailings impoundment design was environmentally sound 
and would likely last several hundred years. In response to stakeholder concerns, the company also 
abandoned plans to use a cyanide recovery process for the minerals.

Prior to project approval, the company also attempted to demonstrate its commitment to responsible 
environmental practices by working to restore streams, re-contour mountain slopes, and replant forests 
destroyed by previous gold miners. It also supported various social projects in Cooke City, the closest 
town to the proposed mine.
 
In 1996, in the face of strong local, national, and international opposition, the company abandoned 
the permitting process. It alleged partiality from the federal government and its agencies, including 
the Environmental Protection Agency (EPA), the National Park Service, and the Department of the 
Interior. In 1997, the company received $65 million from the federal government to give up its claims.

  EXTERNAL STAKEHOLDERS’ PERSPECTIVE

Cooke City is a small town of about 150 people. At the time of the proposal, its economy was driven 
largely by tourism attracted to the community for its hunting and fishing. According to the Beartooth 
Alliance (BA), a local group that formed in order to channel community concerns and responses 
about the project, a majority of local people initially supported the mine because of the economic 
opportunities it would bring. But there were some worries as well. In particular: 

• The tailings pond structure had never been tested at such high altitude, especially in an area prone 
to earthquakes, seasonal flooding, and avalanches. Yet a leak of acid waste from the tailings pond 

IN 1996, 
IN THE FACE OF 
STRONG LOCAL, 
NATIONAL, AND 
INTERNATIONAL 
OPPOSITION, 
THE COMPANY 
ABANDONED 
THE PERMITTING 
PROCESS.
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into the river system would threaten the area’s recreational 
activities.

• There were concerns about the effects of noise and air 
pollution on wildlife habitat.

• There were concerns about the socioeconomic impacts of 
building a three-lane highway into the area and locating 
175 permanent workers and their families there.

According to BA representatives, the company first 
responded to community concerns by refuting them, 
offering no evidence to back up its assertions. This increased 
community concerns rather than lessening them.

As the project continued, the Greater Yellowstone Coalition 
and even the United Nations World Heritage Committee 
became involved in the opposition to the project, citing 
similar environmental concerns as local residents. A proposal 
by the Yellowstone coalition to consider having the tailings 
contained underground in concrete was, according to the 
group, dismissed by the company as too costly. However, 
an expert from the coalition publicly refuted the company’s 
rejection. 

Finally, a company engineer, in casual conversation, 
inadvertently revealed future plans to expand the mine closer 
to the national park. Opponents criticized the company for 
lack of transparency about its real intentions.

  SUGGESTED METHODOLOGY FOR 
TRANSPARENCY, INFORMATION, AND 
COMMUNICATION

Transparency in information sharing and effective communication strategies are crucial when dealing 
with external stakeholders. Disclosing accurate information early on in the project and making it 
accessible to key stakeholders helps establish trust with the community. 

In designing a transparent and effective communication strategy, the stakeholders themselves should 
be the prime sources of information that needs to be conveyed. A thorough stakeholder analysis and 
engagement is fundamental in identifying and responding to all important issues. Other steps that a 
company can take in an effective communication strategy include these:

• Identify the key stakeholder concerns, interests, or values that need to be responded to.

ANALYSIS

External stakeholders increasingly demand three 
fundamental elements in proposed mining developments: 
transparency about project plans, some level of 
participation in decisions that affect stakeholders, and 
accountability by companies in taking responsibility for 
the impacts of the mining. A number of these elements 
seemed to be lacking in this case. 

It appears that, in this case, the company was not 
initially as sensitive to community concerns as it 
could have been. Rather than trying to listen well and 
respond to each concern in a serious way—for example, 
by financing a credible independent study that might 
support its position—the company continued to reassert 
its claims that all would be fine. This gradually led to 
an erosion of support among residents. Although the 
company eventually tried to address some of these 
concerns in its final EIA, local and national opinion had 
already turned against the project.

Fundamental to the erosion of credibility was the 
company’s refusal to put up reclamation bonds for 
potential environmental damage. People wondered why 
the company would not do this if its science was as 
good as it said. Finally, the lack of transparency about 
the company’s future expansion plans closer to the park 
terminally damaged its credibility.
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• Identify the main message or messages it must convey to respond to those concerns.

• Identify who needs to receive the messages.

• Refine the mechanisms and tools the company will use to convey its message to each key 
stakeholder. The company should be creative here. Tools may include, but are not limited to, 
brochures, flyers, posters, manuals, slides, electronic presentations, a Web site, site visits or tours, 
videos, models of the proposed project, press conferences, one-on-one meetings with stakeholders, 
public meetings, small group meetings, identifying company spokespersons, and so on.

• Validate the communication strategy with key stakeholders to ensure that the messages or responses 
to be conveyed are the correct ones and the suggested communication medium is the preferred one 
for them. Adjust this plan after this validation step.

• Budget accordingly.

• Evaluate regularly and make adjustments as needed.
It is most important to ensure that the communication strategy covers all geographic areas and 
stakeholders: local, regional, national, and international. And, again, the strategy should proceed 
from the inside out: usually the most important stakeholders are local or affected communities, then 
regional, national, and international ones. 
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CASE STUDY 3:

Decision Making and Conflict Resolution

Effectively resolving differences in difficult situations requires a process that promotes joint 
identification of the goals of the process, the issues to be resolved, the mechanisms to be used to resolve 
the issues, and the incorporation of cultural differences. Lack of an effective conflict resolution process 

will cause problems to escalate beyond the capacity of the company to manage.

  BATTLE MOUNTAIN GOLD, CROWN JEWEL MINE  

The Crown Jewel Mine began as a joint-venture partnership between Houston-based Battle Mountain 
Gold Company (BMG) and Denver’s Crown Resources Corporation. The proposed mine was on 
federal land at Buckhorn Mountain in Okanogan County in north-central Washington State. It 
contains approximately 1.6 million ounces of gold. The permitting process began in 1992, with the 
company spending $80 million to obtain fifty-one of the seventy state and federal permits needed. The 
companies posted more than $50 million in environmental securities. 

Stakeholder concerns quickly centered on the impact of the mine on surrounding water quality. 
Company spokespeople insisted that the mine plan required hundreds of water-quality monitoring 
sites to identify and prevent groundwater problems such as contamination and that all concerns about 
water quality would be addressed during the extensive permitting processes. They also said the water-
quality predictions of contractors hired by the state, which disagreed with company estimates, were 
based on worst-case scenarios. In October 1999, after state authorities rejected the mine, the company 
agreed to post a $33 million bond for a treatment system if water quality in the lake became a problem. 

Complicating the situation was BMG’s decision to construct roads during the exploration stage, even 
though the community did not support this and the required permits for the overall project were not 
yet in place. The company claimed these roads were drill paths and therefore legally allowed under its 
exploration permit.

  EXTERNAL STAKEHOLDERS’ PERSPECTIVE

Most of the opposition to the project came from two groups: the Okanogan Highlands Alliance, 
a citizen watchdog group that comprised several environmental organizations, and the Colville 
Confederated Tribes, an alliance of twelve local indigenous tribes. Some national groups, like the 
Mineral Policy Center in Washington, D.C., were also involved. Among the primary concerns were 
these:

• The company planned to use cyanide to extract gold.

• The company planned to dispose of tailings in a tributary of the Kettle River; this might expose 
downstream users to heavy metals.

STAKEHOLDER 
CONCERNS 
QUICKLY 
CENTERED ON 
THE IMPACT OF 
THE MINE ON 
SURROUNDING 
WATER QUALITY. 
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• The company’s waste disposal plans could affect the quality 
of surrounding groundwater.

Company officials believed at the time that they were 
consulting fully with all relevant stakeholder groups according 
to established legal requirements. In contrast, opposition 
groups believed the company’s idea of consultation was to 
present its plan and try to convince local stakeholders to 
support it, rather than try to address stakeholder concerns 
by adjusting the mine plan. The decision to construct roads 
without the consent of the local communities, even though 
it may have been legally allowed under BMG’s exploration 
permit, was an important factor in destroying trust that had 
been built between the company and local stakeholders.

The U.S. government turned down BMG’s operating plan in 
January 1999, claiming that the mine would use too many 
acres of federal land for waste-rock storage. However, a U.S. 
senator was immediately able to get a onetime exception passed 
for the mine. In October 1999, Washington State’s Department 
of Ecology approved a water-quality certification permit that 

the Okanogan Highlands Alliance and the Colville Confederated Tribes appealed to the state’s Pollution 
Control Hearings Board. The board rejected the permit, effectively stopping the project. 

  SUGGESTED METHODOLOGY FOR DECISION MAKING AND CONFLICT RESOLUTION

Mining companies need a transparent, agreed-upon process for decision making and dispute resolution. 
Normally, that mechanism is the law. Stakeholders usually also want a transparent and stable process, 
with the added caveat that such a process should respect their existing way of life. Where serious 
disagreements occur between a company and stakeholders, the company must actively address those 
concerns, even going beyond the law in some cases if the law is considered deficient by a significant 
group of stakeholders. Common ground can be found, however. The following are guidelines 
for fostering such a process before conflict arises. The process goes through four different stages: 
introduction to the parties and the negotiation process; initial discussion of the issues; agreement on 
methodology; and refining the details. 

1. Introduction to the parties and the negotiation process

The first step is to identify common principles that will guide the decision-making process Sharing the 
information as transparently as possible, bringing the dispute to the parties concerned before taking 
action to address it, ensuring confidentiality of negotiations, agreeing on the role of third parties, 
establishing agreed-upon dispute resolution mechanisms—these are all principles that can have a 
salutary effect on the relationship between a company and its stakeholders. 

ANALYSIS

The permitting process for this mine turned into a bitter, 
protracted conflict between BMG and local stakeholders. 
A much more proactive, comprehensive engagement with 
stakeholders at the beginning of the consultative process 
might have helped the company avoid many of the 
conflicts that surfaced later on. Even when the company 
tried to mediate some of the conflicts, it appeared from 
its opponents’ perspective that some of its actions 
undercut its own efforts. In particular, the decision to go 
ahead with building a network of exploration roads was 
cited by local groups as a big factor in destroying trust in 
the company’s real intentions for resolving differences. 
An NGO representative also commented that “if the 
company chooses to bring in an independent consultant 
to act as a facilitator to resolve conflict, the company 
should be sure that that consultant is viewed as neutral 
and not holding any stake in the future of the mine.”
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Complementary to any conflict resolution process with local communities is an education process 
that explains the parties to each other. On the company’s side, it is important to know what the local 
stakeholders value about their existing lifestyle, what they wish to maintain, where there is flexibility 
for change, and so on. As for the local stakeholders, educating themselves about the company might 
involve getting more information about the company as a whole, getting information about the 
specific project (such as potential impacts, how many years it will go on, projected revenues, risks), 
learning who are the key decision makers, and so on. There are many possible means to get to know 
each other’s values, interests, and realities: verbal presentations, maps, diagrams, models of plans, 
drawings, role-plays, reciprocal visits to each others’ sites, documentation, and so on. Whatever the 
means finally chosen, they should be mutually agreed on, or validated, by both parties. 

The move into defensive positions can sometimes be averted if common interests are defined. For 
example, despite general opinion to the contrary, it is usually the case that there is a common interest 
in protecting the environment. The company is interested in this in order to protect its reputation 
and avoid legal liability and accompanying compensatory payments. The community’s environmental 
concerns are usually tied directly to preserving its existing well-being. This commonality of interest, 
once identified, can form the basis for moving forward in resolving disputes.

2. Initial discussion of the issues

Another essential step is to identify all information both sides need to make informed decisions. This 
should be done as early as possible in the process, although it will be an ongoing need throughout the 
engagement. The question of who will pay for this information-gathering should also be decided on, 
as well as who will do it, such as a mutually agreed upon third party. (See the next section for more 
information on this.) 

Once common interests have been identified and there is adequate information to make decisions, 
the various parties can generate options that will result in mutual benefit. This should be as creative 
a process as possible; at this stage, both sides are only generating options, not deciding on them. One 
goal at this stage is to avoid getting stuck in a particular position. The options should be evaluated at a 
later stage.

External objective criteria that can be used to resolve differences should be identified before getting 
into discussion of the specifics of various decisions. The goal here is to avoid an impasse, with one 
side demanding one thing and the other side demanding another, and no means to help resolve the 
differences. There must be some common ground for such resolution. Examples of external criteria are 
laws, international covenants, international best practice, company practice at other sites, agreements 
between the mining company and the community at other sites, facilitation by a respected third party, 
and so on. Or the two sides might even make up their own criteria, based on the principles agreed on 
at the outset. For example, a common conflict between mining companies and local stakeholders is 
compensation for land purchased or to be used by the company during the resource activity. How do 
the parties decide on the amount? External criteria can be helpful—such as World Bank guidelines—
and the two sides might agree to use these. Or perhaps there are other resource operations in the 
country or region that might be used as guideposts. Perhaps an agreement between communities 
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and a resource company in another country might offer some guidance. Perhaps there is some well-
respected, external third party, such as a religious or political figure, who might facilitate an equitable 
agreement over compensation. The objective here is to move from a struggle over positions to a 
discussion where the interests of both sides are being met according to some mutually agreed upon 
criteria. This approach has the advantage of being able to stand up to external scrutiny and to help the 
company refute charges that it is manipulating the community.

3. Agreement on methodology

Companies should be sensitive to the fact that local stakeholders might need assistance in organizing 
themselves, identifying their interests regarding a particular project, and preparing their negotiating 
position. This is especially the case in developing economies. The company might want to provide 
resources for this or facilitate a process of capacity building for the local communities by using a third 
party, such as a nongovernmental organization that specializes in helping communities find solutions.

It is usually advisable to have a mutually accepted third party provide some training to both parties in 
negotiation techniques. All of the steps described here may well be new for local stakeholders and for 
company representatives. Even the simple act of taking a similar course of training on decision making 
and conflict resolution with the same facilitator helps create a more common understanding or 
framework for how to resolve differences. Active listening is a particularly important techniques in this 
regard. Effective communication depends on being able to understand as precisely as possible what the 
other side is saying and techniques, such as how to ask clarifying questions, how to paraphrase what 
the other side is saying in order to get greater clarity, how to use open-ended questions to get greater 
detail about the interests or plans of the other side, are valuable techniques in improving listening and, 
ultimately, negotiating skills. Even if a company has experience with negotiators, participating in such 
training might help set mutual ground rules for later negotiations. 

All parties need to agree on the mechanics of the negotiation. Such things as where the discussions will 
take place, meeting procedures, who will pay for transportation to the meeting site or for lost work 
time while in discussions, the setting of a timetable for negotiation are important elements. Indeed, it 
is often advisable to start with such points because they are the easiest to resolve and can create a basis 
of trust for moving forward to more difficult issues. 

4. Refining the details

Agreeing on a mutually acceptable third-party facilitator to assist in moving the dialogue forward is 
advisable. The value of this cannot be overemphasized. A traditional community might feel much 
more comfortable with a facilitator than going it alone. Similarly, the company might feel that its 
reputation is better protected if it involves a respected third party. Furthermore, a skilled facilitator can 
often find openings for moving forward when the two sides cannot see them. 

Where possible, there should be agreement about mechanisms for resolving any disputes before 
the negotiation process starts. The first step is to identify why you want to use these mechanisms. 
Typically, this includes things such as a desire to avoid damage to the relationship or costly production 
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delays, and so on. The parties must identify when they will use them, which ones will be used, what 
will be the implications of using each one (for example, does mediation mean both sides have to 
accept the recommendations of the mediator?), who will pay for them, and so on. The usual levels 
of dispute resolution are these: dialogue between the two parties, dialogue with an outside facilitator, 
mediation with a mutually agreed upon third person or entity, conciliation, arbitration, legal 
proceedings.

Incorporating cultural practices into conflict resolution mechanisms is often key to success. Some of 
the mechanisms described here were taken from interest-based negotiation techniques. Although they 
have proven useful in a number of cross-cultural settings, a community might well want to incorporate 
its own cultural traditions and practices on decision-making and conflict resolution into the 
relationship with the company in order to feel more comfortable, or empowered, in the process. These 
might include spiritual values or processes (such as prayers or rituals) or consensus by the community 
on whatever is agreed to by its negotiating committee, and so on. Again, taking common training 
might well help create a framework for greater understanding and for resolving differences. 
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CASE STUDY 4: 

Constructive Relations with Indigenous Peoples 

Indigenous communities present a number of differences that need to be taken into account, 
particularly with respect to their strong ties to the land and the surrounding environment. Creative 
solutions need to be found. Early identification of major differences and expert external assistance 

sometimes will help to facilitate a resolution of the issue.

  TECKCOMINCO, RED DOG MINE

Cominco (now TeckCominco) was a Canadian integrated natural resource company whose activities 
included mining, smelting, and refining. The company acquired exploration concessions in the early 
1970s on land traditionally occupied by the Inupiat indigenous people in northwest Alaska. An 
act passed shortly afterward by the U.S. Congress in settlement of all outstanding treaty issues gave 
Alaska’s indigenous peoples additional rights over resource extraction that seemed to cloud Cominco’s 
rights.

The Red Dog deposit is one of the richest zinc deposits in the world, with an estimated 142 million 
tons grading 15.8 percent zinc, 4.3 percent lead, and 8.3 grams of silver per ton. The mine went 
into operation in 1989 and there are an estimated forty years of reserves at present production and 
price levels. Exploration is expected to add significantly to the reserve total and extend the life of the 
operation.

The association created to represent the legal interests of the Inupiat people in respect to their 
resources and land was the Northwest Alaskan Native Association (NANA). Lawsuits and countersuits 
to resolve the dispute were filed by NANA, Cominco, and even the Alaskan government. Cominco 
was preparing for a protracted legal battle, perhaps as long as ten to fifteen years. Relations had 
deteriorated to such an extent that by the early 1980s it appeared likely that NANA would sign an 
exploitation agreement with another mining company. The president of Cominco convinced the 
board to try an alternative strategy of negotiating with NANA.

Even with a renewed focus and commitment, the company still had difficulty understanding the most 
important issues for NANA. It was only when management realized that the group’s key issues were 
preserving its traditional way of life, as well as economic benefits for its members, that the relationship 
improved and negotiations finally concluded. A number of very innovative features were incorporated 
into the 1982 operating agreement.

For example, provisions allowing NANA members to take vacation time to carry out traditional 
caribou hunting were agreed on. Cominco also agreed to limit its shipping of ore at certain times so 
it would not interfere with caribou migration. Staged threshold levels for local hires were also agreed 
on, with the company committing to an extensive training program to ensure compliance. Finally, 
Cominco agreed to make royalty payments to NANA from the beginning of production of the 

AN ACT PASSED 
SHORTLY 
AFTERWARD 
BY THE U.S. 
CONGRESS IN 
SETTLEMENT OF 
ALL OUTSTANDING 
TREATY ISSUES 
GAVE ALASKA’S 
INDIGENOUS 
PEOPLES 
ADDITIONAL 
RIGHTS OVER 
RESOURCE 
EXTRACTION THAT 
SEEMED TO CLOUD 
COMINCO’S 
RIGHTS.
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mine, and after Cominco recovered its investment, to allow NANA to gradually invest its capital and 
eventually become a 50 percent equity partner in the mine itself.  

  EXTERNAL STAKEHOLDERS’ PERSPECTIVE

NANA agreed that Cominco initially believed it had all legal 
exploitation rights to the identified reserve under existing permits 
and that its strategy was to use a variety of legal actions to defend 
those rights. NANA officials said it was only when they were about 
to sign an agreement with another company, which would have 
clouded the legal issue even more for Cominco, that the company 
realized it would be more productive to try to reach a negotiated 
settlement with NANA.

From the standpoint of the indigenous people, the settlement 
finally achieved a balance between preserving cultural practices that 
defined them as a people and creating significant new economic 
advantages. Existing relations between TeckCominco and NANA 
are considered excellent by both sides and exploitation of one of 
the richest zinc deposits in the world continues today. NANA and 
Cominco, along with the Alaskan government, are now exploring 
ways to reduce costs even further by creating a deep water port for 
concentrate shipment and using local natural gas deposits to reduce 
energy costs, a further indication of the current collaborative relationship.

ANALYSIS

It is clear that Cominco’s initial strategy of 
defending its interests through legal means would 
have led to a costly, protracted battle and an 
uncertain outcome. Further, such a choice would 
have meant turning over management of the 
issue to a third party—the courts—rather than 
continuing to manage it directly. It was only when 
the company recognized that NANA had some legal 
rights to the resource and a negotiated settlement 
was more desirable than other alternatives that 
an agreement became possible. Even then, it took 
time for Cominco to really understand the Inupiat 
people’s primary interests and to find creative ways 
of addressing them.
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CASE STUDY 5: 

Constructive Engagement with Small Miners

A negotiated solution with small-scale miners operating in the concession area of a resource company 
can be preferable to a protracted conflict, regardless of the prevailing legal rights of the company. 

  PLACER GOLD, LAS CRISTINAS

Placer Gold Corporation is a Canadian gold mining company with operations in countries around 
the world. During exploration between 1995 and 2000, it identified a gold reserve in Las Cristinas, in 
Venezuela, of approximately two million ounces of gold. The exploration area was considered a frontier 
area of Venezuela.

Complicating the situation for the company was the presence of thousands of illegal small-scale, or 
artesanal, miners on the Placer concession, who had been attracted to the area by the discovery of gold 
deposits. These miners were organized into cooperatives, used mining techniques that were highly 
destructive of the natural environment, and were aggressive, armed, and violent. The Venezuelan army 
and police force maintained civil order. The company was concerned about the potential for clashes 
between the security forces and the miners that could lead to allegations of human rights abuses and 
affect its global reputation. Management was also concerned about the highly destructive practices of 
the miners on the environment. In order to explore and eventually exploit its concession effectively, 
Placer would have to find some means of dealing with the small miners.

In examining its interests, the company decided it was possible to coexist with the miners. Placer was 
proposing a large-scale open pit for exploiting the gold reserves, whereas the artesanal miners were using 
rudimentary technology that would take a small fraction of the available gold. When the company 
realized its interests were not necessarily incompatible with those of the small miners, it decided to take 
an approach of constructive engagement and mutual coexistence.

Placer negotiated an agreement with some of the larger cooperatives to reserve a portion of the 
concession for exploitation by them. As well, it agreed to provide financial and technical assistance 
to improve the technology the miners were using, thereby increasing the yield from their activities 
and decreasing the impact of their activities on the environment. The company also insisted that the 
cooperatives institute basic occupational health and safety provisions in their practices. Finally, the 
company provided some social programs for the miners and their families. 

Using these methods, Placer was able to negotiate agreements that effectively removed the small miners 
from the geographic focus of its exploration activity. The company also worked actively with the local 
police to ensure that any incursions into Placer’s concession area would be handled in a nonviolent 
manner. Placer estimated it spent approximately $2 million from 1995 to 1999 on programs related to 
the small miners. The concession was eventually sold because of continuing low gold prices.

THE 
EXPLORATION 
AREA WAS 
CONSIDERED A 
FRONTIER AREA 
OF VENEZUELA.
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  EXTERNAL STAKEHOLDERS’ PERSPECTIVES

The members of the mining cooperatives believed they had materially improved their situation by 
collaborating with Placer. In particular, they noted the improvements in income that had occurred 
because of the new technology, which allowed them to gain higher yields for the same amount of 
ore mined. They also pointed out that they were much more secure in their exploitation of a specific 
area over the longer term, compared with having to compete with many other small miners. The 
organizational strengthening of the cooperatives through such things as the development of criteria 
for inclusion into them was also perceived as a benefit because the groups did not have to share their 
concession with as many people. Indeed, they indicated that it was in their interest to ensure that 
other small miners did not enter the concession illegally. 

The miners also appreciated the social programs offered by 
Placer. By and large they complied with the safety measures 
put forward by Placer, although a number of them expressed 
ambivalence about their relevance.

  SUGGESTED METHODOLOGY FOR CONSTRUCTIVE 
ENGAGEMENT WITH SMALL MINERS

The first tendency of a company is to try to eliminate the 
problem of the presence of small miners by calling in national 
security forces, contracting additional security, or some other 
means. If there are other viable economic alternatives for 
the small miners this approach might be successful. But if 
the poverty is severe enough and the potential rewards great 
enough, the miners will continue to return, often in situations 
of even greater precariousness. In fact, trying to eliminate small 
miners from a concession can in the long run be more costly in 
financial and reputational terms than other alternatives.

Much of the conflict results from a perspective that views small 
miners as being in competition with the mining company. Yet 
often artesanal miners are not in competition with a modern 
mining company because the differences in the scale of the two 
operations are simply too great. (Of course, each case is different, and the presence of a high number 
of small miners may indeed jeopardize the economic viability of a project.) It is true that small miners 
will take some portion of the available reserves, but given their limited technology, that amount can 
be calculated and factored into the company’s overall cost structure. This change in perception—from 
competition to coexistence—is crucial if a social license to operate is to be gained. Such an approach 
also opens the opportunity for a senior company to improve the technology being used by the small 
miners, which in turn reduces environmental impacts and lessens reputational risk for the senior 
company operating in the area.

ANALYSIS

Small miners are found on many mining properties 
around the world, especially gold concessions. The first 
inclination of a company is to enforce its legal rights and 
try to have these miners forcibly evicted. But experience 
in many countries indicates that, in conditions of 
extreme poverty, these miners will continue to return. 
The likelihood of clashes between them and company 
or national security forces then increases, possibly 
damaging the company’s reputation over the long term.

In the case of Las Cristinas, Placer decided that, although 
it had the legal right to have the small miners removed, 
the social consequences and the reputational damage 
it might suffer were too high a price to pay. Taking 
the actions described here, it was able to transform a 
potentially explosive situation into one in which the two 
main parties received benefits from the arrangement. It 
effectively gained a social license to operate from key 
affected stakeholders.
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In most cases, artesanal miners do not have a stable legal status, which is one reason they use informal 
means (land invasions, sabotage, protests, and so on) to obtain their ends. One way a company can 
assist small miners is by helping them regularize their situation, whether through legal means or 
by offering them organizational assistance, as Placer Dome did in this case.  This actually helps a 
company deal with the miners because there is now an organized structure to deal with, as opposed to 
hundreds or even thousands of small miners acting independently. And, as already indicated, once a 
structure is created, the miners see it in their own best interests to maintain it and sometimes start to 
self-regulate entry into the mining activity.

Companies also need to recognize that small miners are often part of the larger community adjacent 
to its operations or properties. They are, in effect, among the key stakeholders in the community, with 
families dependent on the income they earn from their mining activity. As such, collaboration with 
them implies benefiting the well-being of the community as a whole. If that perspective prevails, the 
company can begin to offer them assistance: 

• The company can provide small technological improvements that will improve yield and can mean 
a doubling or tripling of family income while representing a small cost to the company.

• The company can work with small miners, giving it an opportunity to improve practices in areas 
such as occupational health and safety and greater protection of the environment, particularly with 
regard to the use of mercury.

• The company can assist small miners to access commercialization channels that cut out the 
middlemen, thereby increasing the total income that goes to the miners themselves.

• The company can integrate assistance to the small miners into a broader program that focuses on 
sustainability of the surrounding communities as a whole.
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CASE STUDY 6:

Sustainable Community Development

Promoting a community-centered development process where the community is integrally involved in 
the design, implementation, and management of its own development leads to a more sustainable 
venture over the long term.

  NEWMONT MINING, MINERA YANACOCHA

Minera Yanacocha (MY), a joint gold venture in which Newmont Mining is the majority shareholder, 
had reputational problems in the department of Cajamarca, in northern Peru, relating to whether it 
had brought signifi cant benefi ts to the area. It was decided that a major effort was needed to change 
that perception. One initiative identifi ed was the possibility of a community-based development 
foundation. 

In this initiative, Yanacocha carried out an analysis of key leaders and groups in the community 
who might be willing to participate in a consultation about how the new community foundation 
might be structured. Over the course of 2001–02, this steering committee held many meetings to 
defi ne the form the entity might take, as well as to consult with local groups and citizens about what 
programmatic focus it might have and who should be represented in it.

The result was a community development foundation that would focus on the social, cultural, 
economic, and environmental development of the department of Cajamarca. Membership criteria 
were created and membership was opened to all groups in the department. The board members 
were elected from representative groups of civil society, the business community (including Minera 
Yanacocha), and governmental authorities. This board would have responsibility for setting the 
parameters for the work of the organization, including hiring the executive director and overseeing 
fi nancial accountability. At the present time, Minera Yanacocha is in discussions with the various 
stakeholders about the fi nal structure of the foundation. 

  EXTERNAL STAKEHOLDERS’ PERSPECTIVE

For the people who participated in the exercise, the response was uniformly positive. In fact, 
Minera Yanacocha was praised for being open enough to allow this process to occur. In discussions, 
stakeholders who had participated in the process said they felt some trepidation about it. But there was 
also a sense of optimism about the potential positive impact of the foundation on the development 
prospects of the department of Cajamarca and a strong commitment to making it work. 

 IT WAS DECIDED 
THAT A MAJOR 
EFFORT WAS 
NEEDED TO 
CHANGE THAT 
PERCEPTION.
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  SUGGESTED METHODOLOGY FOR SUSTAINABLE COMMUNITY DEVELOPMENT

The operational definition of sustainable development starts with the local stakeholders themselves; it 
is not something brought in from the outside. Local communities decide what is needed and valued 
and begin to construct a development vision based on that analysis. Depending on the existing social, 
economic, and cultural level, the assistance the company can bring to that process will vary from place 
to place, although the methodology remains the same.

Inevitably, the vision of development that emerges will interweave modern and local elements of 
economic, social, and environmental well-
being in ways that are culturally appropriate 
for those communities. For example, for an 
indigenous community, better health care 
might mean increased access to modern 
health services but also greater emphasis 
on traditional medicines. Economic well-
being may mean not only access to some 
of the jobs that would inevitably result 
from the mining activity but also support 
for small-scale programs that emphasize 
the connection of the people to the land, 
such as small-scale logging and resource 
management. And so on.
Such a community-centered development 
model has a number of features:

• Identify key stakeholders important for 
the development process—including inside 
the company itself.—Clarify their interests 
and values and the interrelationships among 
them. 

• Support the creation of a community 
vehicle composed of community leaders 
and some company personnel to manage 
the initial consultation. Depending on 
the existing level of social, economic 
and cultural development, a company’s 
assistance in this process will vary.

• Assist the community in analyzing where 
it presently is in its own development 
process and where it would like to go. This 
assistance might range from providing 

ANALYSIS

Many companies are uncomfortable giving up decision-making control 
over the management of community programs. They fear they will create 
unmanageable expectations, or that the programs will be poorly run, or 
that there will be corruption. At the same time, development specialists 
agree that while everything is not known about what it means to achieve 
sustainable development, one key element is the involvement of local 
stakeholders in the design, implementation, and management of their 
own programs. In development terminology, the community—and not the 
company—becomes the driver of its own development.

In this example, the critical change moment came when the company 
decided to support a development process that had been defined by the 
community stakeholders themselves. This decision was based on the 
recognition that what defines sustainable development in rural Colorado is 
not the same as in rural Peru. And as the local stakeholders became more 
and more involved in defining the vision of development that had the most 
relevance to their reality, they took greater and greater ownership over the 
management of the process. In such a situation, the company begins to play 
more of a supporting role, assisting a cooperatively defined development 
process that is being driven by the stakeholders themselves. In many 
respects, this is about as much as a company can hope for in its quest for 
sustainable development in community programs. 

In working through the various issues involved in setting up this foundation, 
the external facilitator’s role was very important. This group gained the trust 
of all parties and was able to suggest methods to move the process forward 
when strong differences did emerge. Also important were the attempts by 
the steering committee to learn from the experiences of other company-
supported foundations, including inviting representatives of a number of 
them to come to Cajamarca to share their experiences.
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resources, both human and financial, to carry out the consultation; carrying out studies identified 
by the community to help it make informed decisions; suggesting alternative development 
possibilities that might be outside the realm of experience of the community; assisting in 
information gathering and organization; assisting with the provision of facilitation; and so on. 

• Adapt the actual mechanics of this consultation to the needs and traditions of the community itself. 
Conversations, storytelling, public meetings, drawings, video presentations, and others are all ways 
that communities might talk to themselves. While supporting these efforts, the company might 
also play a role in supporting a more inclusive consultation process that incorporates traditionally 
marginalized sectors, such as women or youth.

• Assist the community in validating the development vision created as a result of the consultation by 
helping it feed back the information gathered in ways that are accessible and culturally appropriate 
for community members. Providing resources, facilitators, specialist presentations, and so on might 
be some means.

• Assist the community in balancing the trade-offs. There will be trade-offs between short-
term, medium-term, and long-term goals and programs when the specific programs that their 
development model will comprise are created. 

• Assist the community in feeding back to the community for validation or approval of the 
development program finally agreed upon between the company and the community.

• Support the implementation of the development program.

• Assist the community in monitoring, evaluating, and revising its development program and vision.

For the communities involved, there are a number of advantages to this approach:

• The community, not the company, is at the center of the development process.

• The community feels greater ownership over the model created and is likely to work harder to 
attain the goals identified.

• The well-being, or development, of a community, is treated in all of its dimensions: economic, 
social, environmental, cultural, and even spiritual.

• Studies have shown that it is the balanced interplay of these factors that contributes to a 
community’s and an individual’s sense of well-being, rather than simply the amount of material 
resources available.

• This methodology is adaptable to widely differing economic, social, and cultural realities.
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• The measurement of success indicators is built into the model, since they come out of the 
operational definition of sustainability as defined by the community itself.

• The model is dynamic enough to allow for periodic review and revision.

There are also distinct advantages for the company:

• The community is the driver of its own development, not the company.

• The overall financial contribution of the company will not change, just the manner in which 
support to the community is given.

• The model is flexible enough to allow the introduction and negotiation of adequate financial and 
professional development criteria in the implementation of the actual development programs. 
This responds to the company’s interest to ensure adequate financial management of the resources 
provided to the community development program. 

• The concept of a community-centered development model has a much higher degree of operational 
definition than a model that is imposed from the outside. In other words, being closer to the 
community, it is much more likely to succeed.

• A community-centered development model allows a global resource company to develop policy 
guidelines applicable across operations.

• Such a model allows comparability in the reporting of impacts across operations under such 
broad headings as economic, social, and environmental well-being, although the specifics of 
implementation would still vary at the community level.

• Training programs on how to implement such a model are transferable from one operation to 
another.

• Reputational benefits are high. Studies show that, for the general public, the contribution made 
to the well-being of the communities in which they operate is one of the defining elements of 
responsible companies.
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APPENDIX I: 

Comprehensive Stakeholder Engagement

1. SCOPING STAGE

• Identify some key individuals and organizations that need to be consulted with informally about 
the process to help identify major issues, other stakeholders, and review principles. Identify 
potential public support or opposition for the proposal.

• Define purpose of public participation process.
• Identify some preliminary principles for consultation.
• Make initial identification of stakeholders, including individuals.
• Make initial identification of their interests and concerns. 
• Make initial identification of the company’s interests and concerns
• Take measures to reduce misinformation, gossip.
• Gather relevant economic, environmental, and social information.
• Inform stakeholders, both internal and external, about expected consequences of project.
• Develop system of two-way communication, discussion, and negotiation.
• Help to improve decision making inside the company and with stakeholders.

2. INITIAL PLANNING 

• Set goals of the process.
• Define steps of participation process.
• Determine key decision points in the process.
• Determine the stakeholders who will be involved.
• Determine which information needs to be shared with the stakeholders and the broader public.

Once complete, the company can take this chart, or planning list, to different stakeholders and ask 
them how they want to be involved in the process. Being transparent with groups will help to build 
trust in the process and in the company. The results of this consultation phase need to be incorporated 
into the revisions of the participation plan. For example, one group might want to consult with 
its executive committee, another with its general membership; a municipal government may want 
neighborhood meetings; and so on. It is often surprisingly easy to get this kind of information about 
how stakeholders want to be involved.

3. DETAILED PARTICIPATION PLAN 

• Choose the participation method to be used in each situation. Use a variety of techniques in 
combination to meet the needs of different stakeholders at different stages of the process.

• Identify a communication process, both internal to the company and external with the 
stakeholders, to maintain all parties informed.

• Establish a method for evaluating the process and processing the information gathered.
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• Develop detailed staff plan for time and resources.

It is essential to consult with all stakeholder groups, even if they are opposed to mining. Some of these 
may not want to participate in the actual process but it is important to at least try to reach out to them 
to gain an understanding of their interests or concerns.
 
Particularly important is to detail how internal company decision makers will participate and be 
kept informed of the process. Often overlooked, this is often the main reason why such stakeholder 
participatory processes fail.
 
Ultimately it will be the commitment and integrity of the company in carrying out the participatory 
process that will achieve the most effective results. People are often forgiving of mistakes but not of a 
lack of transparency or commitment to what is being publicly put forward in the process.
 

4. IMPLEMENTATION OF PLAN

• The plan must be implemented, monitored, adjusted, and evaluated.
• The process is not a linear one. There is no need to panic, but a company will need to be flexible in 

the implementation of the plan and be willing adjust it accordingly
• There should be agreed-upon processes and times for monitoring and evaluating the 

implementation of the plan.
• Communicating the progress of the participation plan is important for maintaining the buy-in of 

both internal or company stakeholders and external ones. 

5. FOLLOW-UP

• Once a plan is finally decided upon, there must be a process for implementing the decisions. This 
may be as simple as getting out the results of the plan to the various stakeholders and the general 
public. Certainly there will be legal issues to address. It is important not to lose momentum or 
people will lose confidence in both the process and the company. 
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APPENDIX II: 

Stakeholder Mapping and Analysis

I. STEPS

1. Identify the activity to be analyzed—for example, a proposed mine. 

2. Identify all possible stakeholders, no matter how insignificant. The less important ones can be 
removed later on. Write the name of each on a paper circle, using slightly larger circles for stakeholders 
with greater influence or power in relation to the proposed activity. 

3. Prepare a stakeholder matrix on a board or large sheets.

4. Place the circles in the appropriate square on the stakeholder matrix. Stakeholders who are directly 
affected or have greater power, either positively or negatively, with respect to the proposed activity are 
called primary stakeholders. Those who have an indirect relationship are called secondary stakeholders. 
There are four possibilities:

• Primary stakeholders who are directly affected in a positive way
• Primary stakeholders who are directly affected in a negative way
• Secondary stakeholders who are indirectly affected in a positive way
• Secondary stakeholders who are indirectly affected in a negative way

5. Discuss as a group the placement of the various stakeholders on the map and move them 
accordingly until consensus is achieved. Those stakeholders who are deemed not relevant should be 
placed at the side of the matrix but not discarded at this point.

6. The group as a whole should then draw lines between the stakeholders to indicate the existence of a 
relationship between them. Use a line with an arrow to indicate that the influence is one-way or a line 
with two arrows to indicate that the influence is in both directions. A dotted line could show a weaker 
relationship between two stakeholders.

7. Prepare a stakeholder analysis and coping matrix. The categories can be changed to fit the 
particular project.

8. Begin the analysis with the primary stakeholders and fill in the categories appropriately.

• Identify the stakeholder (individual or group).
• Describe the potential impact, either positive or negative, or in some cases, both.
• Describe the potential reaction of the stakeholder.
• Identify how the activity might be modified, if possible, to reduce negative impacts.
• Describe the recommended course of action (coping strategy).
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9. Write the information on block cards and place them in the appropriate column. Again, this task 
can be speeded up by dividing the different stakeholders among the group. The group as a whole 
should then review and redo them until there is consensus about the information represented. 

10. Based on the matrix, design a preliminary, overall strategy to respond to stakeholder concerns. Pay 
particular attention to how specific coping strategies might encompass a number of stakeholders, as 
well as the relationships among the stakeholders.

II. POINTS TO TAKE INTO CONSIDERATION

1. A map provides an easy way to visualize the web of relationships that confront a company in 
respect to its project. It should be kept, put up on a wall somewhere, and revised periodically to assess 
company progress. It might be found, for example, that as a company’s understanding of the area 
increases, those stakeholders who were put to the side in the initial analysis might need to be slotted 
into the matrix. This map could be put on a computer-mapping program to make it more readable 
and for ease of changing the position of the stakeholders. 

2. The quality of the mapping and analysis depends on who is doing it. These need to be persons who 
are knowledgeable about the various stakeholders in the area. If they are not knowledgeable, then the 
analysis will not be as relevant.

3. The mapping is particularly important for understanding the relationships among the different 
stakeholders. This will be crucial in the design of the coping strategies that the company develops to 
respond to stakeholder concerns.

4. This methodology is very efficient, in cost and time, compared with the more traditional large-scale, 
in-depth anthropological studies.

5. Making a map with circles and tape at the beginning allows the stakeholders to be moved around 
until a consensus is reached about where they should be finally located. Simply drawing a circle with a 
marker does not allow for this.

6. Similarly with the matrix: using cards to write the relevant points allows the points to be rewritten 
and replaced to reflect the consensus of the group in the analytical stage.

7. One scenario is to do the mapping and analysis with company personnel and the key stakeholders 
themselves. This provides the most accurate depiction of the situation facing the company.

8. One limitation of this methodology is that some of the information may not be immediately 
available, and therefore, based solely on the perceptions of the people doing the analysis. Whenever 
there is some doubt about information, the company will have to devise other means of validating it.
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III. VALIDATION

1. Once the analysis is complete, the company must validate the information with the stakeholders 
themselves. This means going out and asking them questions like these: What are your chief concerns, 
interests, or values in relation to the proposed activity? Do you have enough information to evaluate 
its effects on you? What do you think the company might do to reduce any negative impacts and 
increase the positive benefits? 

2. Management sometimes believes that by asking stakeholders how negative impacts might be 
reduced or positive benefits enhanced, they are opening a Pandora’s box of demands for compensation 
or other programs. It is true that expectations must be managed effectively, but that does not change 
with this engagement methodology. There is no other way to accurately gauge whether stakeholders’ 
concerns, interests, and values have been correctly identified than to ask them. Missing this validation 
step puts the entire engagement process, and ultimately the project, at risk.

3. The company can also ask stakeholder groups how they would like to be involved in ongoing 
discussions or consultations about the proposed activity. In this way, the company begins to 
understand the consultation and decision-making processes that currently exist in the area of the 
proposed project. It can then take these into account as it develops its overall engagement strategy.

4. Finally, there should be some questions about other key stakeholders who might be affected by the 
proposed activity or should otherwise be taken into account in the strategy. The company should also 
ask what the key concerns, interests, and values of these other stakeholders might be. This allows the 
company to gather information through a triangular process: through its own analysis, by asking the 
stakeholders themselves, and by asking third parties about the interests of other stakeholders.

Adapted from: IIRR. 1998. Participatory methods in community-based coastal resource management. 
3 vols. International Institute of Rural Reconstruction, Silang, Cavite, Philippines.
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