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ABSTRACT

EXPLAINING MINING COMPANY AND COMMUNITY RELATIONS IN PARACATU,

BRAZIL: SITUATIONAL CONTEXT AND COMPANY PRACTICE

Gustavo Viana Correa de Oliveira Advisor:
University of Guelph, 2010 Dr. Benjamin Bradshaw

Mineral projects in the global South have been subjected to increasing oppo-

sition, especially from adjacent communities, ultimately forcing some firms to

abandon government-permitted and financially viable projects. Consequently,

the mining literature has become saturated with prescriptions for firms seek-

ing to engage with impacted communities. This literature is limited in that:

it has primarily focused on conflict-ridden situations; the role of context has

been largely ignored; and there has been little validation of what works and

why. This thesis responds to these limitations through an assessment of the

Canadian firm Kinross Gold at Paracatu, Brazil, where company-community

relations have seemingly been healthy for years. Kinross has exerted consider-

able effort to engage with the community through several initiatives. While not

all initiatives have been effective, community relations are strong, especially

when compared to other foreign-owned mines in Latin America. However,

Paracatu also boasts a diversified economy, and positive population and gov-

ernance characteristics. This research shows that both context and company

practice are important in determining company-community relations.
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Dos meus irmãos de outrora.

Negras esfinges
Mudas figuras
Impulsionadas pelo morro afora
O olhar parado
Os pés pesados
Pisando o ouro, que vai passando
Sempre fugindo, sempre fugindo

Acorrentados
Vão eles dançando
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CHAPTER 1

INTRODUCTION

1.1 Research Context

Mineral extraction has historically been associated with severe environmental and so-

cial impacts, wherein companies cause substantial damage to the local environment

and leave when the mine is no longer economically viable (Jenkins, 2004). Following

the onset of neoliberal economic policies in the global South beginning in the 1980s,

mineral extraction has expanded rapidly. This expansion has been predominantly un-

dertaken by developers from the global North seeking reasonably unexplored mineral

deposits at economically attractive prices (MacDonald and Gibson, 2006).

It has been long argued that environmental regulations in developing countries

are not as stringent as they are in the North and that they are poorly enforced

due to insufficient resources and capacity (Borregaard and Dufey, 2002). In some

countries, under the influence of the World Bank and the International Monetary

Fund, environmental regulations have actually been weakened as part of broader

economic liberalization policies. For instance, in Colombia, mining operations are now

allowed in national parks and other previously protected areas (Clark, 2003). Some

have regarded the global South as the North’s “pollution haven,” where corporations

can escape the environmental regulations they are subjected to in their home countries

(Borregaard and Dufey, 2002, pg. 3).
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However, as companies have gone global, so too have the efforts of global civil

society, thereby increasing the possibility of struggle between mineral developers and

various stakeholders (Evans et al., 2002). Hence, as mineral extraction has intensi-

fied in the South, mining companies operating in these countries have come under

increased public scrutiny (Kapelus, 2002). In more localized cases, community oppo-

sition to mineral development has been so severe that companies such as Manhattan

Minerals in Peru and Meridian Gold in Argentina were forced to walk away from

lucrative projects notwithstanding the securing of regulators’ permits (MiningWatch

Canada, 2003; MacDonald and Gibson, 2006; World Resources Institute, 2007).

In tandem with, and partly as a response to, this increased public scrutiny in the

mining sector, the mining literature has increasingly been saturated with models and

toolkits outlining what companies should do to improve their public and community

relations (e.g. Waddock et al., 2002; ESMAP, World Bank and ICMM, 2005; Jenkins

and Yakovleva, 2006; Porter and Kramer, 2006; Esteves, 2008). One prominent exam-

ple is the “Community Development Toolkit,” jointly developed by the International

Council on Mining and Metals (ICMM), the World Bank, and the Energy Sector

Management Assistance Program (ESMAP, World Bank and ICMM, 2005). In this

‘toolkit,’ several tools and implementation steps are described, such as stakeholder

identification, partnership assessment, and community action plans. While this lit-

erature is undoubtedly progressive, the effectiveness of the prescribed strategies is

unclear, as the prescriptive literature is highly untested and seldom contextualized.

Ultimately, while there is a plethora of suggestions and models of so-called ‘best

practices’ in community engagement, the literature is limited in three ways. First,

much of it has been generated by cases of conflict. For example, authors such as

Humphreys (2005) have focused on researching the mechanisms that lead to conflicts
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and suggested measures to stop conflicts rather than identifying measures to prevent

conflicts before they arise, or those mechanisms that are in place in harmonious

situations.

Second, the role played by context in causing conflict or maintaining good company-

community relations has been largely ignored. Many of the previously mentioned

suggestions (e.g. Waddock et al., 2002; Jenkins and Yakovleva, 2006) do not take into

consideration local conditions unique to every community. Contextual differences

such as royalty regimes, geographical locations and local economic resilience can in-

fluence the state of company-community relations regardless of what companies do.

This suggests that there could be a case in which a mining firm, by not paying at-

tention to context, is faced with community opposition even though it obtained legal

permission to operate and follows industry ‘best practices.’

Third, to the author’s knowledge, there has been little validation of which com-

munity engagement strategies work and which do not. Indeed, in a broader context,

Bowen et al. (2008, pg. 4) argue that “[w]hile academic research on community en-

gagement contains a very large number of suggestions as to what companies should

do, there is very little hard evidence of what works and when.”

Hence, in order to contextualize and empirically assess the literature on ‘best

practices,’ it would be beneficial to identify community engagement strategies that

have actually been adopted by mining firms, to assess if these strategies have been

effective, and seek to explain their effectiveness, paying particular attention to the

role of context.
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1.2 Research Aim and Objectives

This research aims to explain the state of company-community relations in the mining

sector by identifying the significance of: 1) company practice in community engage-

ment; and 2) the situational context in which a mine operates. As the opportunity

to work closely with a mining firm arose early in the study process, the research is

presented through the adoption of a case study approach. The Canadian mining firm

Kinross Gold Corp. (henceforth Kinross) operates in the United States, Brazil, Chile

and Russia. In Brazil, its most important gold mine is the open-pit Mina Morro

do Ouro (Gold Mountain Mine), operated by its Brazilian subsidiary Rio Paracatu

Mineração (RPM, recently renamed Kinross Paracatu), in Paracatu, State of Minas

Gerais, Brazil. RPM/Kinross Paracatu seemingly enjoys a healthy and stable rela-

tionship with the local populace as shown for instance through the absence of conflicts

throughout its lifetime. As such, Kinross Paracatu is used as a case study to identify

the reasons for this apparently positive relationship. More fully, the research seeks

to answer two questions: 1) what is the current state of relations between Kinross

Paracatu and the community of Paracatu; and 2) are the relations a result of Kin-

ross Paracatu’s community engagement and broader Corporate Social Responsibility

(CSR) practices, or is it a function of the situational context in Paracatu as man-

ifested in, for example, Paracatu’s economic resilience, its location and population

make-up, and its access to royalties?

Consistent with these two core questions, it is expected that company-community

relations are a result of both community engagement ‘best practices’ implementation

as well as a supportive situational context. Figure 1.1 illustrates the aforementioned,

in which harmonious relations are anticipated when companies comprehensively im-

plement ‘best practices’ and when the situational context is supportive. In contrast,

4



conflict is anticipated when a company implements limited ‘best practices’ and finds

itself in an unsupportive context.

Figure 1.1 Illustration of anticipated conflict and harmonious relations
within the situational context and ‘best practices’ implementation spectrums

In order to identify company-community relations and identify a possible explana-

tion in reference to both company practice and situational context, three objectives

are pursued:

1. identify community engagement ‘best practices’ and contextual determinants of
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good company-community relations as suggested in the community engagement,

resource conflict, and company/resource town literatures;

2. identify the state of company-community relations in Paracatu; and

3. explain company-community relations in Paracatu through reference to both

community engagement practices adopted by Kinross Paracatu and contextual

variables present in the city.

1.3 Research Approach and Thesis Structure

Figure 1.2 offers a visual representation of the research approach and the organization

of this thesis. With the overall goal of explaining (good) relations at Kinross Paracatu

(first box, ‘goal,’ in figure 1.2), the next chapter of this thesis presents a literature

review of relevant topics in mining (e.g. resource curse, foreign investments in min-

ing, sustainable mining, CSR, etc.), and a synthesis of community engagement ‘best

practices’ and of contextual variables that tend to lead to harmonious relations. The

goal of the literature review is to provide a background on the topics that are relevant

to this thesis, with particular emphasis on concepts that affect host communities.

As argued previously, the mining literature is saturated with suggestions as to

what companies should do in order to establish and maintain good relations with

host communities (e.g. Waddock et al., 2002; ESMAP, World Bank and ICMM, 2005;

Jenkins and Yakovleva, 2006; Porter and Kramer, 2006; Esteves, 2008). For example,
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Figure 1.2 Schematic representation of research approach

Appendix A describes the most commonly suggested community engagement strate-

gies in the literature. However, very few of these suggestions have been contextualized

or empirically validated in order to assess whether or not such strategies are viable

and under what circumstances. Hence, the goals of the syntheses are to: 1) identify

‘best practices’ in community engagement and the suite of contextual determinants

of good company-community relations (objective one); and 2) use this ‘database’ of

‘best practices’ in community engagement and contextual variables to explain the

state of current relations between Kinross Paracatu and the community of Paracatu

(‘literature synthesis’ in figure 1.2).

The syntheses were conducted through Google Scholar searches using relevant key-

words related to three bodies of literature: community engagement; resource towns;

and resource conflicts. These three literatures were chosen because they are the most

inclusive and directly related to the aim of this thesis. They were further limited

to include only characteristics that create and promote peaceful company-community

relations in mineral extraction activities. Articles, reports and other documents gener-

ated through the search were then reviewed and the most significant themes identified.
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The syntheses of these literatures are described in section 2.3.

Subsequent to the literature review and synthesis of community engagement ‘best

practices’ and contextual determinants, the methods adopted to gather field data

and fulfill objectives two and three (document the state of community relations,

and explain the seemingly healthy relations) are described in chapter 3. Chapter 4

documents the characteristics of the study area and Kinross’ global and Paracatu

operations. Chapter 5 presents evidence of the state of company-community relations

in Paracatu (objective two, ‘field work’ in figure 1.2) and offers an explanation of this

relationship through the application of both the syntheses provided in section 2.3 as

well as the field data (objective three, ‘analysis’ in figure 1.2). Specifically, explanation

building and logic modeling are used. According to Yin (2005), explanation building

is a type of pattern-matching that analyzes case study data by building an explanation

about the case. Logic models are helpful in that they consist of “matching empirically

observed events to theoretically predicted events” (Yin, 2005, pg. 127). In this case

study, an “event” can be referred to as one of the variables identified in the literature

synthesis section (section 2.3). These variables provide the analytical framework

used for the explanation building and logic modeling of the empirical data gathered

in and about Paracatu, Kinross Paracatu and Kinross Gold. Lastly, a summary of

the research, its contributions, and limitations and opportunities for further research

are presented in chapter 6.
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CHAPTER 2

LITERATURE REVIEW

This chapter serves the purpose of providing a comprehensive background on concepts

and ideas in mining pertinent to this thesis. The first section tackles issues directly

related to mineral extraction and its impacts on host economies and communities.

The second section defines and explains Corporate Social Responsibility (CSR), a

concept that has been widely adopted and practiced by essentially all mining compa-

nies worldwide, and details its application in the mining industry. Lastly, a synthesis

of the community engagement and resource conflict and resource towns literatures is

presented. These syntheses will be used to explain the state of company-community

relations in Paracatu in the analysis section (section 5.2).

2.1 Mineral Extraction

There currently exists a vast amount of scholarship focused on mineral extraction.

This section examines the impacts on communities. Following the aim of this the-

sis, this section is concerned with identifying variables that determine company-

community relations. This is particularly true in the case of the resource conflict

(subsection 2.1.3) and company town (subsection 2.1.4) literatures. While these two

literatures are extensive, this section explores the aspects and variables that matter

to this thesis, that is, the contextual characteristics that tend to result in harmonious

company-community relations.
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Divided into four subsections, the first subsection covers the impacts of mineral

extraction in terms of the so-called ‘resource curse’ (or the counter argument, resource

blessing), in which mineral endowment is deemed a curse by communities affected by

extractive projects. The second subsection describes some of the past and current

trends, and the motivations behind the expansion of foreign companies in the south.

The third subsection explores the origins of resource conflicts, and the last section

characterizes resource towns.

2.1.1 The resource curse

Nations rich in natural resources have for generations been viewed as “blessed” by

god or a higher power. It has been conventionally conceived that such endowments

brought tremendous wealth to countries. However, particularly after World War II,

this view started to be challenged, as it was observed that resource rich states were

not growing at expected rates (Sachs and Warner, 2001; Mehlum et al., 2006a). This

gave rise to an alternative view, that of resources as a “curse” which hinder economic

growth and development (e.g. Rosser, 2006). This section explores these two views

and the current debate in the literature, with a focus on the mining industry.

The conventional view of resources as a blessing is based on the resource-dependent

economic growth path of many of the developed nations today (Power, 2002). Authors

such as Schedvin (1990) have argued that countries such as Canada and Australia only

experienced high economic growth in the 19th century because of certain conditions

present at the time, such as a favourable ratio between resources and population.

These conditions have dramatically changed today, and assuming that all resource

rich countries will eventually develop the same way (reasoning by historical analogy)

is incorrect (Power, 2002).
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Sachs and Warner (1995) were some of the first authors to present hard evidence

of resources as a curse by showing that many developing countries rich in natural

resources were not developing at expected rates. Since the publication of their paper,

and perhaps as a response to it, considerable literature has emerged that seeks to prove

(e.g. Atkinson and Hamilton, 2003; Bulte and Damania, 2008; Gylfason; Neumayer,

2004; Power, 2002) or disprove (e.g. Brunnschewiler, 2008; Brunnschewiler and Bulte,

2008; Norbin et al., 2008; Stevens, 2003; Wright and Czelusta, 2004) the curse thesis.

Stevens (2003) argues that many of the empirical studies conducted thus far are

problematic because the outcomes are largely dependent on the time period chosen,

the definition of natural resources, and the methodology used. For instance, Wright

and Czelusta (2004) argue that the appropriate variables that disprove the curse are

reserves per capita or level of natural resources exports per worker. On the other hand,

Neumayer (2004) uses genuine income (GDP minus the depreciation of produced and

natural capital) to support the resource curse argument.

Regardless of the variable one chooses, Davis and Tilton (2005) identify five po-

tential causes of the resource curse in a mining context:

1. declining terms of trade - the tendency for the price of primary products to

decline over time;

2. volatile markets - the common market price variation of primary products;

3. dutch disease - the impediment of economic diversification through the rise in

currency as a result of natural resource exports and inability of other domestic

sectors to compete with foreign products;

4. nature of mining - typically, host communities bear a disproportionate amount

of negative impacts associated with mining while the host nation benefits from

11



taxes and royalties. Supplies and expertise also tend to be imported, and raw

materials exported ultimately jeopardizing the host nation’s self-sufficiency; and

5. use of rents - rents not usually allocated in order to benefit the whole population.

According to Atkinson and Hamilton (2003), Mehlum et al. (2006a), and Weinthal

and Luong (2006), the above are not necessary causes of the resource curse given

the potential role played by institutions. According to these authors, stronger gov-

ernments tend to enable countries to escape the resource curse through the proper

investment of mineral rents. This seems to be the case in Brazil, where mineral ex-

traction has positively contributed to the overall economy (Mehlum et al., 2006b). It

is less clear, however, if local scale benefits are realized. Davis and Tilton’s (2005)

fourth identified cause exemplifies the importance of considering changes at the local

scale within the mining industry; while overall national benefits might be positive,

local communities tend to bear a disproportionate amount of the environmental costs

of mineral exploitation.

In fact, the resource curse argument itself is now challenged in a different way. The

resource curse, as illustrated above, emerged as a response to the resource blessing

theory - that nations rich in minerals should be developing at higher than observed

rates (Sachs and Warner, 2001; Mehlum et al., 2006a). The problem is that this

conventional view takes a macroeconomic perspective by typically only accounting

for national (economic) statistics. As Davis and Tilton (2005) argue, while mining

might benefit a nation as a whole, local communities usually bear disproportionate

amounts of impacts. Lopez-Feldman et al. (2007) concluded that resource extraction,

in this case forestry in Mexico, is an important source of income for local communities,

which in turn aids in decreasing poverty. In some cases, however, the availability of
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disposable income has lead to detrimental social impacts. Gibson and Klinck (2005)

studied aboriginal communities in the Canadian North and found that even though

mining is immensely important for Canada, local aboriginal communities are facing

increased incidences of alcoholism, drug abuse and even prostitution, partially as a

consequence of higher money availability as mining grows in the region.

This could be the same case in Brazil. Even though Brazil as a whole might benefit

from rents, taxes and other direct and indirect consequences of mining operations, it

is unknown if local populations consider mineral exploration to be a curse in terms of

both the overall economic benefits for local communities and the social impacts that

could ensue. Studies such as that of Gibson and Klinck (2005) in the mining industry

are scarce, further emphasizing the need for research focused on the local level.

This subsection argued, with some empirical support, that mining can be both

detrimental and beneficial depending on how it is conducted. For instance, there

is much disagreement regarding whether or not resource endowment is a curse or a

blessing. While this subsection is not used in the structuring of the research and

the arguments, a discussion of the resource curse/blessing debate serves to show the

many facets of mining and how different operations are perceived to cause different

impacts.

2.1.2 Foreign mining companies in the south

Over the last two decades, the global South has experienced a tremendous change in

political structure as countries have sought to implement neo-liberal policies directed

towards the creation of market economies (Clark and North, 2006). Foreign Direct

Investment (FDI) in Latin America is estimated to have increased from US$18 billion
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in 1990 to US$108 billion by 1999 (Casanova, 2004). As a result of the changes in

political structure in Latin America, and as mineral exploration became increasingly

more difficult in traditional areas like Australia, companies such as Rio Tinto started

to seek mineral developments in other regions of the world (Bridge, 2004; Szablowski,

2006).

Foreign investments through transnational activities generally have three objec-

tives (Casanova, 2004):

1. efficiency - whereby firms aim to reduce operating costs through access to

cheaper labour and proximity to markets;

2. growth - whereby firms enter developing countries to expand/grow; and

3. resource discovery - whereby companies search for minerals, hydrocarbons and

other resources.

Generally, transnational activities in the resource-seeking realm are initiated through

incentives provided by host countries given their lack of skills and technologies to

exploit abundant natural resources (Shapiro et al., 2007).

FDI is actively pursued by countries for a variety of reasons. Host countries

tend to benefit from employment opportunities, increases in public funds through

taxation, and transfer of knowledge, technology, and management techniques (Borini,

2004). On the negative side, transnational firms can potentially create monopolies in

the domestic market and raise concerns over national sovereignty as well as working

conditions (Borini, 2004). In the mineral industry, most of the criticism against

transnational corporations refers to the issue of dispossession, which encompasses
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dispossession of land (rural and urban), water (quality and quantity), landscape,

and monetary value through the payment of low taxes and low salaries (Bebbington,

2009).

Canadian mining firms have played an important role in the mining-based FDI

boom in the South. For example, in 1990, Canadian operations accounted for 12% of

mineral investment in Latin America. By 2000, this investment had increased to 33%

(Clark, 2003). However, a study in Brazil showed that the level of trust in foreign

transnationals is among one of the lowest of all institutions in Brazil, following the

argument that such firms enter the country in search of low-cost labour and resources,

and after exploiting such resources, these companies then export the profits back to

their home countries without any commitment to the host nations (Borini, 2004).

The recent economic and political liberalization of developing countries has led

to an increased influx of foreign investment in the global South. While some of the

subsequent consequences of these investments are very good, such as the provision

of jobs, transfer of knowledge and increase in public funds due to royalties, other

consequences are less positive, such as the dispossession of land and degradation

of water quality and quantity. Ultimately, the presence of foreign investments in the

global South has dramatically increased, and this presence is responsible for significant

impacts and changes in the industry.

Considering that the case study used in this thesis is of a Canadian company

operating in a Latin American country, this subsection primarily served the purpose

of describing some of the past and current trends and the impacts caused by foreign

direct investments in the South, particularly in Latin America. As such, it was not

directly used in the formulation of the analytical framework of this thesis, but rather

as an informative subsection on FDI in the South.
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2.1.3 Resource conflict

Natural resources have been associated with conflicts from the beginnings of hu-

mankind (e.g. competition over wild game), through imperial wars over precious

metals, to modern times (e.g. multinationals exploiting minerals in aboriginal terri-

tories) (Le Billon, 2001). Recent studies have shown that many civil wars are corre-

lated with natural resources, and such conflicts can be traced back to mercantilism

and colonial capitalism (Le Billon, 2001; Ross, 2004a).

Figure 2.1 Hypothetical resource abundance and conflict curve. Source:
Giordano et al. (2005, pg. 51)

Figure 2.1 shows a hypothetical resource abundance versus the probability of

conflict curve. As illustrated, both the lack and the abundance of a resource result
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in low probabilities of conflict. This low probability is due to the fact that where

resources are scarce or inexistent, the payoff from a conflict is low, and where resources

are plentiful, the marginal value of the resource declines, again leading to low conflict

(Giordano et al., 2005).

According to Switzer (2001) and Ross (2004b), poverty is perhaps the leading

cause of conflicts. The impact of poverty is so great that doubling income per capita

can half the risk of a civil war (Bannon and Collier, 2003). In addition to poverty,

Bannon and Collier (2003) identify three common economic factors in resource con-

flicts - level of income per capita, rate of economic growth, and structure of economy

(i.e. how diversified it is).

Andrew (2003) identifies four additional reasons why natural resources can give

rise to conflicts:

1. control - those with greater power are able to exert greater control over the

resources in question;

2. impact - impacts of individual actions can be felt locally but also at great

distances;

3. culture - often, the use and extraction of natural resources can be a way of life

rather than just a way of earning a living; and

4. availability and distribution - many natural resources are unequally distributed

and their availability decreases over time.

Considering that the specific causes driving resource conflicts can be quite different

according to the location, type of resource and others, some authors have instead
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focused on describing theories that highlight the general purpose behind conflicts.

In other words, instead of identifying direct causes such as poverty and economic

structure, authors have also studied the overall reason for the conflict, such as to

finance rebellions. Humphreys (2005) describes six of the most common theories in

the literature:

1. Greedy rebels - generally relates to groups of people taking control of resources

as a means of financing anti-government activity (e.g. state control and/or

expulsion of state);

2. Greedy outsiders - instead as arising from rebels, this theory relates to corpo-

rations or states taking control of natural resources to foster civil conflict;

3. Grievance - this mechanism relates back to the resource curse/blessing debate,

and here resources are interpreted as grievances that give rise to conflicts due

to unequal distribution of resources, the dependence of an economy on primary

extraction, forced migration, etc.;

4. Feasibility - the use of natural resources to finance rebellions that were started

for other reasons. This type of conflict usually arises as a permissive cause

rather than a root cause of conflicts, i.e. natural resources allow rebellions to

proceed but are not the sole cause of the rebellions;

5. Weak state - this theory implies that resource dependent countries have weak

states, stemming from a poorly engaged society and/or weak bureaucratic in-

stitutions; and

6. Sparse networks - this theory relates back to the literature on Dutch disease,

more specifically that dense trade networks reduce conflicts whereas a frag-

mented economy may increase the risk of conflicts.
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Although many of the theories and causes identified previously are still applicable

to mining, the bulk of the literature on resource conflicts is centered around civil

war (e.g. Switzer, 2001; Bannon and Collier, 2003; Ross, 2004a,b; Humphreys, 2005).

Given that there has been little resource-related civil unrest in Brazil for decades,

this literature review now shifts to the variables that give rise to conflicts specific to

mineral extraction.

Switzer (2001, p.g. 10) highlights that “mining can cause conflict over: control

of the resource or resource-area; right to participate in decision-making and benefit-

sharing; social and environmental impacts; and means used to secure mining access

and personnel; [while it can also] finance conflict; be targeted by conflict; and be a

supplier to those who profit from conflict.” Government action (or inaction) has also

been identified as a large contributor to the emergence of disputes related to mineral

extraction. According to Ross (2004b) and Mercer (1991), strong, democratic, and

transparent institutions can prevent conflicts, whereas poor governance and secret

company-government agreements have historically harboured conflict (Bray, 2003;

Mercer, 1991). Further, Andrew (2003) and Hilson (2002) illustrate that some gov-

ernments refuse to issue permits or discriminate against small-scale miners in order to

attract foreign investment, and take sides with companies. This causes two significant

effects: 1) communities who have mined traditionally for generations are displaced;

and 2) conflicts are fostered when foreign capital arrives through land disputes and

lack of employment.

A recent conflict between a mining company and the local population in Tam-

bogrande, Peru, offers insights. As Muradian et al. (2003) explain, the residents of

Tambogrande felt that the economic benefits and environmental burden of a proposed

(Canadian) mining project were unequally distributed; the local population would
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bear most of the environmental impacts while the economic benefits would flow to

other areas of the country. The locals also believed that the project was imposed on

the population without prior consultation. Lastly, there was a general lack of trust in

experts and institutions, namely because of political corruption and authoritarianism.

These issues highlight the importance of ownership (of land and taxes), participation

and decision-making, as well as the unequal distribution of impacts and benefits.

2.1.4 Company/resource towns

Company towns, also referred to as single-industry, mining, and resource towns, are

communities that are typically small, isolated, and dominated by a single company

or industry that provides almost all employment and sometimes even basic services

(e.g. police) for residents. Convention suggests that a company town is one where one

company is responsible for 80% or more of the local economy through the provision

of direct and indirect jobs (Gill, 1991; Halseth and Sullivan, 2000). This subsection

firstly identifies the general characteristics of resource towns and highlights those

characteristics relevant in defining company-community relations.

In the early twentieth century, most resource towns in the United States were

coal towns, where coal companies not only provided labour and capital to where coal

needed to be mined, but often also provided basic services such as mail delivery and

even hired police (Boyd, 1994). While mining towns are perhaps the most prominent

type of company towns, similar towns can also be found in the forestry, oil and gas,

and other resource intensive industries. Bradbury (1979) argues that resource towns

follow a type of development that is uneven and driven by the needs of metropoles

that essentially reach into the hinterlands to extract resources. Larsen (2004) and
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Lindkvist and Fløysand (2002) further argue that with accelerated globalization and

consolidation of markets, these peripheries have become even more dependent on

providing resources to core urban centres (metropoles). While this integration can

be beneficial in terms of decreasing the isolation of company towns, these towns have

become even more susceptible to market fluctuations.

The economic instability of company towns has been extensively studied by eco-

nomic geographers, and their economies have long been characterized as dependent.

Not only are these towns dependent on outside markets, but the population of these

towns is dependent on the company, and therefore is vulnerable to employment fluc-

tuations due to the boom and bust cycles that befall resource towns (Bradbury, 1979;

Halseth, 1999a; O’Hagan and Cecil, 2007). Even if the entire population is not em-

ployed by the company, it is likely that the rest of the community is dependent on its

good fortune through the provision of indirect jobs (Gill, 1991). O’Hagan and Cecil

(2007) identify the lack of access to post secondary institutions as one of the fac-

tors that contributes to the inability of company towns to diversify. Diversification,

according to O’Hagan and Cecil (2007, pg. 20), means “to distribute employment

among different industries to reduce risk in the event of the demise of a particular

economy.”

Abdel-Rahman (2000) further argues that another way of diversifying the economies

of company towns is to invest in public infrastructure (e.g. water treatment and

sewage plants, provision of electricity, etc.). The provision of infrastructure by the

state legitimizes corporate activity, ultimately promoting corporate growth and at-

tracting companies to smaller towns (Bradbury, 1979).

Populations in company towns are typically classified as “transient” (e.g. Gill,

1991). These towns tend to have a predominantly young, married population, at-
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tracted by job opportunities and high remuneration (Sharma and Rees, 2007). Al-

though the overall male to female ratio tends to be around 1:1, resource towns tend

to promote a patriarchal culture, in which men work at the local companies while

women are marginalized to a secondary status (Sharma and Rees, 2007). Studies in

the forestry and oil and gas industries have shown that while women recognize that

they are marginalized and live in a patriarchal community, they simultaneously help

to reinforce stereotypes ultimately perpetuating the masculinity of both industries

(Miller, 2004; Reed, 2003).

To better understand the demographic development of resource towns, Halseth

(1999b) proposes the following model reproduced in table 2.1. As the population goes

through the three stages illustrated in table 2.1, the economy of the company town

also changes. In fact, it can be argued that the demographic characteristics emerge

as a result of economic changes. It has been shown that in some cases, communities

express unexpected behaviours in order to avoid the last stage. Such is the case of

La Oroya, in Peru. As Fraser (2009) notes, La Oroya grew around the smelter and

refinery complex built in 1922. To this day, the complex is the major economic force

in the town, and has been intoxicating the community for years through arsenic and

heavy metal poisoning (Fraser, 2006). Blood samples of children in La Oroya showed

higher than expected levles of lead, cadmium, arsenic, mercury, antimony, cesium, and

thallium (Fraser, 2009). Despite the evidence of contamination and environmental

degradation caused by the mine and smelter complex, residents have protested the

closure of the complex and accused researchers sampling blood of being “vampires”

(Fraser, 2006, 2009). The population of La Oroya lives a constant battle between the

provision of jobs and the consequences of mining and smelting activities.

In the past few decades, as a response to the many issues associated with single
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Table 2.1 Demographic development of resource towns

Town management Stage Demographic/migration characteris-
tics

Company Construction and recruitment high population turnover, high % young
men, large % young families, strong eth-
nic mix

Community Transition and maturity Stable workforce, lack of job mobility,
youth outmigration

Company Winding down (closure) Job losses, outmigration

Source: Halseth (1999b, pg. 366)

industry towns, some companies have opted for fly-in and fly-out operations, avoiding

the construction of towns altogether (Storey, 2001). Essentially, employees have a

fixed schedule of work days in a mine, and free days at home, usually in a nearby major

urban area. This commuting arrangement has many benefits and avoids many costs

such as the cost of building and operating new towns, the environmental impacts of

new town construction, high costs associated with closure, etc.. Factors encouraging

commuting include the preference of urban living versus resource town, access to

better labour markets and lower turnover levels (Storey, 2001). These new commuting

arrangements are becoming more common in countries like Australia (Storey, 2001).

Given the concepts presented in this section, the next section explores ways in

which the mining industry has attempted to lessen the impact of its operations while

promoting development and responding to stakeholders’ concerns through Corporate

Social Responsibility practices.

2.2 Corporate Social Responsibility

This section serves to review Corporate Social Responsibility (CSR) in terms of its

meaning, evolution and the practices adopted in the mining industry.
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Corporate Social Responsibility (CSR) is not a new concept. However, much of its

recent popularity can be associated with the increasing pertinence of environmental

and social issues in the public’s mind over the past few decades. In a historical context,

Smith (2003) illustrates the origins of CSR by describing how businesses, immediately

after the onset of the industrial revolution in England, displayed some form of CSR

by relocating their industries to cleaner towns and villages where they could provide

their workers with better working conditions, housing, and a better environment away

from the typically polluted cities of the industrial revolution. Today, Smith (2003)

asserts that the debate is not whether or not to adopt CSR practices, but how.

In the following two sections, the phenomenon of CSR is described and explained

in general terms and in the specific context of mining.

2.2.1 The meanings and evolution of CSR

Unlike sustainable development, there is no single definition of CSR. Indeed, much

research has been conducted in trying to define CSR (e.g. Carroll, 1999; Moir, 2001;

Joyner and Payne, 2002; Dahlsrud, 2008), and all have failed to come to a single

universally accepted definition. Based on this literature, however, one of the most

common definitions of CSR is “the obligations of the firm to society or, more specif-

ically, the firm’s stakeholders; those affected by corporate policies and practices”

(Smith, 2003, pg. 53). More specifically, according to Dahlsrud (2008) in his own

survey of definitions, CSR tends to encompass five dimensions:

1. environmental - the natural environment;

2. social - the relationship between business and society;
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3. economic - financial aspects;

4. stakeholder - needs of groups or stakeholders; and

5. voluntariness - actions not mandated by law.

Though CSR may be defined as an “obligation” that a firm has towards its stake-

holders, it is always voluntary. CSR practices are not regulated nor mandated by

law; companies choose whether or not to engage in CSR activities. This raises the

question of why companies spend time and resources in engaging with communi-

ties, particularly after acquiring required government permits (e.g. environmental

licenses)?

Basu and Palazzo (2008) identify a variety of CSR motivations, which can be

generally categorized into:

• stakeholder-driven;

• business case/performance-driven; and

• values-driven.

Perhaps the most reactive of the three motivations, stakeholder-driven CSR is pri-

marily motivated by stakeholder pressure. Stakeholders can include groups as varied

as those inside the corporation (e.g. employees, shareholders) to external groups such

as communities, NGOs, and even “ ‘best of’ rankings” (Waddock et al., 2002, pg.

132). When successful, these stakeholders exert enough pressure to cause companies

to change their behaviour. In some cases, this pressure is strong enough to provoke

deeper changes within firms. For example, in a survey of forty British and English
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firms, Silberhorn and Warren (2007) found that while CSR is now generally presented

as a core business strategy, this strategy is a result of both performance considerations

as well as stakeholder pressure.

Recent CSR literature suggests that there is an underlying business case for adopt-

ing CSR practices. Sadler (2004) argues that this approach is especially true when a

firm’s brand is at stake; that is, when reputation becomes so important as to affect

profitability, CSR then becomes a good investment. Additionally, some firms engage

in CSR seeking long-term economic gains from measures that would be classified as

“eco-efficient.” For example, through energy efficiency improvements, DuPont was

able to save US$2 billion since 1990 (Porter and Kramer, 2006). Lapierre and Brad-

shaw (2008) argue that, in the case of Impact and Benefit Agreements in the Canadian

mining sector, companies engage with communities in order to ensure the long term

viability of operations, or what Szablowski (2006) calls gaining “insurance.” Hence,

CSR has emerged as an essential practice when mining firms wish to maintain their

‘social licenses to operate.’ This is of particular importance to foreign firms operating

in developing countries, as they are more susceptible to international scrutiny.

A third CSR motivation stems from the benevolence of corporate officials and

their belief in doing ‘what is right.’ According to Hemingway and Maclagan (2004),

the incorporation of a formal CSR agenda by a firm might actually arise from indi-

vidual values, and not necessarily the desire of corporate officials to promote CSR

in search of higher profits. One of the most well-known examples of this motivation

is Interface Carpets and its CEO Ray Anderson’s desire to become more sustainable

simply because of his recognition and understanding of the environmental damages

caused by his company’s operations (Anderson, 2005). Motivated by his personal val-

ues, Anderson was able to change his company’s production practices and products
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Table 2.2 The modern CSR era, 1950s-1990s

Decade Main CSR developments

1950s Up until and including this decade, CSR existed mostly as a form of social responsibil-
ity. CSR reflected the social consciousness of businessmen and generally represented
individual actions rather than company-wide commitments to social improvements

1960s It was in this decade that the business case for CSR started to emerge. Firms realized
that there was a business case, namely long-term economic gains, by going beyond
immediate economic interests

1970s The primary driving force for CSR practices in this decade was ‘utility motivation,’
meaning that companies started to adopt CSR as a tool to maximize multiple goals,
not only economic benefits

1980s In this decade, alternative CSR concepts such as corporate social responsiveness,
corporate social participation, business ethics and stakeholder management emerged

1990s The 90s were marked by a further branching out and ‘specialization’ of CSR, with a
variety of firms employing some form of CSR in their operations

Based on Carroll (1999)

to make them significantly more environmentally friendly.

These three broad motivations of CSR are reflected in the evolution of CSR prac-

tice. Carroll (1999) provides a thorough examination of the evolution of CSR defini-

tions, highlighting the main advancements within the CSR realm since the beginning

of what he calls the ‘modern CSR era,’ starting in the 1950s. A summary of these

main advancements is provided in table 2.2.

White (2005) describes the evolution of company attitudes and practices in light

of the historical account in table 2.2. As illustrated in table 2.3, CSR practices have

evolved from simply complying with regulation (with any additional efforts simply

implying charity/philanthropy), through to doing what would result in better eco-

nomic returns, to the implementation of full-fledged programs benefitting others and

offering little to no return on a company’s investments. While very few firms have
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Table 2.3 Evolution of CSR practices

Attitude “Must do” “Should do” “Ought to do”

Rationale Legal requirement and
charity (philanthropy)

Financially justified Morally expected

Example Complying with local ju-
risdiction

Securing a ‘social license
to operate’

Ensuring proper local de-
velopment and economic
diversification (e.g. of
mining towns)

Based on White (2005)

actually embraced the third stage, White (2005) argues that in order for CSR to

succeed, firms should aim towards practices that would fulfill the right end of the

scale, going beyond what is simply financially justified. Such a shift would constitute

a ‘sea-change’ in the mining sector.

2.2.2 CSR in the mining industry

Corporate Social Responsibility practices in the mining industry are diverse and can

be classified in a variety of ways. Of particular interest to this thesis is the application

of CSR concepts through a sustainable mining and a community engagement lens.

Since its conception in 1987 by the World Commission on Environment and Devel-

opment, considerable attention has been paid to the idea of ‘sustainable development,’

especially after its dissemination during the 1992 Earth Summit in Rio de Janeiro.

Defined as development that “meets the needs of the present without compromising

the ability of future generations to meet their own needs” (WCED, 1897, pg. 54), sus-

tainable development has become a ubiquitous, albeit vague, term. Scholars from a

variety of fields have attempted to link ideas of sustainable development to their par-

ticular disciplines, such as in agriculture (e.g. Allen et al., 1991) and in tourism (e.g.
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Weaver, 2005). As a result, numerous ‘redefinitions’ have appeared, each focusing on

a particular area of interest.

‘Sustainable mining’ is derived from sustainable development. Like sustainable

development, it has no universally accepted definition. Hence, ‘sustainability’ in the

mining industry generally refers to improvements in practices beyond the status quo,

such as diminishing environmental impacts, improving social conditions, maintaining

or improving economic growth, etc. (Hilson and Murk, 2003). Many of these more

sustainable practices today have been adapted into firms’ CSR agendas.

Early contributions to the sustainable mining scholarship such as von Below (1993)

state that sustainable development in the extractive sector is based on an economic

limit rather than physical one. In other words, it is what can be economically ex-

tracted that matters, not the actual amount of resources available. This is of par-

ticular relevance to finite, non-renewable resources such as minerals, as they will

inevitably run out if exploitation continues. To this end, according to Dold (2008,

pg. 6), “mining is and will always be a destructive activity with a high environmental

impact.” Therefore, any sustainable mining approach should attempt to minimize

the various impacts of mineral extraction (Móhr-Swart et al., 2009).

What can be done to minimize these impacts? Fortunately, many studies have at-

tempted to answer this question. Perhaps the most significant industry-wide attempt

was the two year Mining, Minerals and Sustainable Development (MMSD) Project,

jointly published by the International Institute for Environment and Development

(IIED) and the World Business Council for Sustainable Development (WBCSD) in

2002 (MMSD, 2002). The most important contributions of the project were: the iden-

tification of the challenges faced by the industry today, which need to be overcome
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(e.g. control, use, and management of land, integrated approach to using minerals,

etc.); the creation of an agenda for change (e.g. best practices, capacity building,

management of mineral wealth, etc.); and the creation of four broad steps to im-

plementing the report’s recommendations (MMSD, 2002). While firms have adopted

some of the recommendations of the MMSD Project within their CSR guiding prin-

ciples and practices, the report has nevertheless been subject to criticism. One of the

most vociferous authors in this regard is Whitmore (2006), who argues that the report

is business-centered and only represents the views of large corporations. Whitmore

(2006) concludes that the whole concept of sustainable mining is a rhetoric used by

the “emperor” (the mining industry) to continue pursuing its interests while perpet-

uating its damaging operations. Sustainable mining is therefore the “emperor’s new

clothes,” but the emperor still has the same naked intentions (Whitmore, 2006). The

MMSD report has been rejected by most mining coalition groups, which have deemed

the sole goal of the MMSD to legitimize corporate interests while pretending to take

into consideration the interests of various stakeholders (Clark, 2003).

Another contribution to the sustainable mining literature is the creation of sus-

tainable development indicators (SDIs). Hilson and Murk (2003) argue that no cred-

ible attempt has been made to develop SDIs at the corporate level, and perhaps the

biggest obstacle preventing this is the vague definition of sustainable mining. Ac-

cording to Graedel and Klee (2002, pg. 523), “without numerical goals and targets

[...] sustainability will remain a mere concept rather than a program capable of im-

plementation.” Hence, Graedel and Klee (2002) propose a quantifiable sustainability

measure: the rate of resource use. In the gold mining industry, Mudd (2007) uses a

similar sustainability measure to that of Graedel and Klee (2002): resource intensity.

Mudd (2007) found that there is a long-term decline in ore grade, showing an increase

in resource intensity, which is a major issue for sustainability.
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Another manifestation of the rise of ‘sustainable mining’ within mining firms has

been the emergence of various corporate frameworks and policies to make operations

more sustainable. Based on the review of twenty of the largest gold mining firms in

the world in terms of their interpretation of the concept of sustainable mining, Hilson

(2001) found that these firms have taken a proactive approach toward environmen-

tal matters through significant policy and program development. That said, Hilson

(2001) also found limited policy and program development with respect to commu-

nity and socio-economic matters, even when the literature highlights specific ways of

tackling these matters. For example, Hilson and Murk (2000) state that a simple way

of implementing an effective community and socio-economic program is to invest in

local educational institutions.

CSR concepts have also been adopted in the mining industry in the form of com-

munity engagement practices. Many of these community engagement practices have

been conducted with a sole purpose: to acquire and maintain ‘social license to oper-

ate.’ Much of the literature on community engagement has focused on the develop-

ment of frameworks and guidelines to steer companies towards successfully engaging

with the host communities through CSR (e.g. Esteves, 2008; Porter and Kramer,

2006; Waddock et al., 2002), as well as on the conception of indicators of CSR per-

formance (e.g. Jenkins and Yakovleva, 2006; Korhonen, 2006). The industry has not

only embraced the concept of obtaining a ‘social license to operate,’ but they have

understood its importance as exemplified in the prominence of the issue in massive

international industry conferences as the 2009 and 2010 Prospectors and Developers

Association of Canada International Convention and Trade Show.

Although, as suggested by Hamann (2003, pg. 251), “CSR strategies cannot be

taken ‘off the shelf,’ ” scholars need to momentarily abandon the realm of theories
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and prescriptive measures, and instead assess practices that have actually been imple-

mented while attempting to find evidence of successful CSR approaches that could be

implemented in similar industries. Appendix A details some of the most commonly

suggested community engagement practices in the literature. The academic literature,

even with research based on cases, rarely suggests specific and substantiated commu-

nity engagement practices. For example, in a study on the Chilean mining sector,

Newbold (2003, pg. 89) argues that “[v]oluntary programmes, establishing founda-

tions and encouraging and supporting the workers in various social programmes have

an immediate and direct benefit to the communities.” Hamann (2003, pg. 251)

further agues that these approaches should take the form of partnerships, as “CSR

cannot rely on companies alone.” Although some of these guidelines might be clear in

terms of implementation procedures, they are seldom based on cases in which these

suggestions are shown to be effective.

Similar concerns are present in the grey literature. The industry itself has gone to

great lengths to develop their own sets of community engagement guidelines, such as

the previously mentioned MMSD project. However, although many of these guidelines

illustrate cases in which guidelines are implemented, they still tend to lack rigorous

‘on the ground’ validation. In addition to the MMSD project, the Energy Sector

Management Assistance Programme (ESMAP), the World Bank and the International

Council on Mining and Metals (ICMM) jointly published, in 2005, a “Community

Development Toolkit” (see ESMAP, World Bank and ICMM, 2005). As previously

mentioned, this toolkit thoroughly describes various means to successfully engage

and develop communities. However, while this toolkit, like the MMSD project, have

certainly stimulated novel thinking by many firms, the effectiveness of these strategies

is questionable, as they have not been tested and seldom contextualized.
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2.3 Literature Syntheses

The previous two sections reviewed general aspects of mineral extraction and of CSR

in the mining industry. This section synthesizes the previously presented literature

on community engagement practices and on contextual determinants of good rela-

tions to identify: 1) those contextual variables that typically characterize harmonious

company-community relations; and 2) community engagement ‘best practices.’

The syntheses will be used in chapter 5 to compare the field data with contextual

variables and community engagement ‘best practices’ (objective three). With insights

from the literature and the field, chapter 5 attempts to make sense of company-

community relations in Paracatu.

2.3.1 Contextual characteristics associated with harmonious

company-community relations

The literatures on resource towns and resource conflicts encompass a plethora of

themes. Of particular interest to this thesis are the contextual variables that are

associated with harmonious relations between a mining company and its host com-

munity. Through a review of relevant literature, contextual variables were extracted

and divided into five main categories. These variable are summarized in table 2.4,

and explained in some detail in this subsection.
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Table 2.4 Key contextual variables that typically characterize harmonious
community relations

Category Variables

Economy
• Non-dominance of one company/industry controlling 75%

or more of the total local economy or jobs;

• Low vulnerability to market fluctuations;

• High and fairly equal distribution of royalties and taxes;

• Low poverty and low inequality;

• Low level of foreign ownership over resources;

• High economic diversity.

Governance and control over re-
sources • Strong governments;

• Participatory and transparent decision-making;

• Low corruption;

• Clear resource ownership (e.g. few to no land disputes).

Demography

• Age range (e.g. young population indicates initial stages of
resource towns);

• Gender ratio close to one and gender equality (e.g. no
discrimination/marginalization of women);

• Low ethnic dominance (45-90% of population belonging to
one ethnic group), high ethnic mix;

• Low population turnover.

Provision and availability of ser-
vices • Adequate number of hospitals;

• Adequate entertainment and cultural infrastructure (e.g.
libraries, museums, theatres, parks, etc.);

• Comprehensive local and regional transportation links;

• High level of education and strong educational facilities
(e.g. presence of higher education facilities).

Continued on next page. . .
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Table 2.4 – Continued

Category Variables

Geography

• Close proximity to major urban centres;

• Strong transportation infrastructure.

Sources: Abdel-Rahman (2000); Andrew (2003); Bannon and Collier (2003); Boyd (1994);
Bradbury (1979); Bray (2003); Gill (1991); Giordano et al. (2005); Halseth (1999a,b); Halseth and

Sullivan (2000); Hilson (2002); Hilson and Murk (2000); Larsen (2004); Lindkvist and Fløysand
(2002); Mercer (1991); Miller (2004); O’Hagan and Cecil (2007); Reed (2003); Ross (2004b,a);

Sharma and Rees (2007); Storey (2001); Switzer (2001).

The first and most prominent variable in the literature concerns the economy of

mining towns and of resource conflicts. One of the most defining characteristics that

can lead to a non-harmonious company-community relationship is the vulnerability of

resource towns and extractive activities to market forces. Since resource towns tend

to be dominated by one industry and/or company, towns are not only dependent on

the company but also susceptible to boom and bust cycles (Bradbury, 1979; Halseth,

1999a; O’Hagan and Cecil, 2007). The level of economic diversity is also an important

contextual factor. High economic diversity can be beneficial in that it prevents the

previously mentioned impacts of mineral activities (e.g. it lowers the vulnerability to

boom and bust cycles), while low economic diversity can result in a lower probability

of conflict and community opposition due to the populace’s extreme economic depen-

dence on one industry/firm and fears of employment loss (e.g. Bradbury, 1979; Gill,

1991; Lindkvist and Fløysand, 2002). Further, the abundance of resources and a fair

redistribution of mineral taxes reduces the probability of conflict and raises oppor-

tunities for communities to utilize royalties towards infrastructure and development

(Bray, 2003; Giordano et al., 2005).
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Governance and control over resources together form the next main category that

influences company-community relations. Communities that enjoy a strong, partici-

patory and transparent government that is not corrupt tend to have clear rules and

control when it comes to the access of resources. Disputes are substantially less com-

mon when resource ownership is clear and royalties and taxes from mineral activities

are properly invested when governments are strong and not corrupt (Bannon and

Collier, 2003; Bray, 2003; Hilson, 2002; Mercer, 1991; Ross, 2004b).

Demographic characteristics also play a pivotal role in creating peaceful company-

community relations in the mining sector. Little population turnover, older inhabi-

tants, and high ethnic mix promote demographic stability (Bannon and Collier, 2003;

Gill, 1991; Sharma and Rees, 2007). Gender ratios close to one and gender equality

further discourage conflict (Miller, 2004; Reed, 2003; Sharma and Rees, 2007).

The provision and quality of social services is also another key characteristic de-

scribed in the literature that aids in establishing positive community relations. This

is particularly true in terms of education, especially the presence of higher education

facilities within host communities. For instance, Hilson and Murk (2000) argue that

a simple way of bettering socio-economic aspects is to invest in local educational in-

stitutions. Education is important because, as stated by O’Hagan and Cecil (2007,

pg. 36), “the lack of access to post secondary education facilities and a concentrated

economic base makes it difficult for single industry communities to create or obtain

the necessary knowledge threshold to compete long term in todays competitive econ-

omy.” The provision of other basic entertainment and social services like theatres,

hospitals, libraries and others is also critical for social well-being (Gill, 1991).

Lastly, the geographic location of host communities can also play an important

role in determining company-community relations. When impacted communities are
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close to major urban centres, many of the negative impacts of resource extraction can

be dampened due to easy and proximal accessibility to services, employment opportu-

nities and a less vulnerable economy in nearby metropoles. However, even if impacted

communities are distant from major urban centres, a comprehensive transportation

infrastructure could aid in creating healthy communities by connecting isolated com-

munities to other towns and cities (Gill, 1991; Storey, 2001).

2.3.2 Community engagement ‘best practices’

The mining literature is saturated with suggestions as to what companies should

do to better engage with stakeholders impacted by their operations. Many of these

suggestions have already been alluded to within chapter 1, the previous two sections of

this chapter, as well as in Appendix A. This subsection synthesizes the most relevant

‘best practices’ suggestions in community engagement. These ‘best practices’ are

grouped into four distinct categories, as illustrated in table 2.5 and explained in some

detail below.

Table 2.5 Most relevant ‘best practices’ in community engagement

Category ‘Best Practices’

Stakeholders: Identification, un-
derstanding, and engagement • Identify stakeholders impacted by and/or interested in the

project;

• Understand stakeholders’ characteristics and concerns and
allow time for community to effectively engage;

• Ensure stakeholders are involved in all stages of project;

• Develop a mine closure plan and ensure flexibility in con-
sultation and plans so that changes can be made.

Continued on next page. . .
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Table 2.5 – Continued

Category ‘Best Practices’

Information and communication:
Mechanisms and dissemination • Ensure stakeholders have accurate, transparent and up-to-

date information about the project;

• Ensure an open two-way dialogue between project officials
and stakeholders;

• Information should be shared as early as possible (e.g. prior
informed consent);

• Perform baseline studies and include environmental and so-
cioeconomic impacts in all studies.

Financial contributions

• Employ as many locals as possible;

• Support local economy and affairs (e.g. buy locally, invest
in community projects);

• Support/create educational and professionalizing pro-
grams.

Corporate attitude

• Identify and understand local culture and act in a culturally
sensitive manner;

• Respect community (including aboriginals, minority
groups, etc.);

• Allow for independent/third party audits of project on a
regular basis throughout its lifetime;

• Develop performance indicators with community input.

Sources: Government of Australia (2005, 2006); Barrick (nd); CBSR (2005); ESMAP, World Bank
and ICMM (2005); Environmental Law Institute (2004); Guerra (2002); Hamann (2003); Harvey

(2002); Hilson (2002); Hilson and Murk (2000); Humphreys (2005); Kemp et al. (2006); MAC
(2007); MMSD (2002); Muradian et al. (2003); Earthworks and Oxfam America (2008); Newbold

(2003); Parker et al. (2008); Veiga et al. (2001); World Bank and International Finance
Corporation (2002)

Stakeholder identification, understanding and engagement is by far the most com-

monly suggested and important ‘best practice’ category, as prior to any engagement,
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companies must first identify who their stakeholders are. The relevance of this fun-

damental practice is illustrated in the previously discussed ‘Community Engagement

Toolkit’ jointly published by the World Bank, International Council on Mining and

Metals, and the Energy Sector Management Assistance Programme. In the toolkit,

stakeholder identification is the very first tool described, and suggested to be put

in use during all stages of the project, including exploration stages (ESMAP, World

Bank and ICMM, 2005). The further criticality of this practice is in the understand-

ing of the characteristics, interests and concerns of impacted/interested communities.

Community engagement can only work if companies, in addition to identifying stake-

holders, also understand what their needs and concerns are (e.g. Government of Aus-

tralia, 2006; Barrick, nd; ESMAP, World Bank and ICMM, 2005; Environmental Law

Institute, 2004; Guerra, 2002; Hamann, 2003; Harvey, 2002; Hilson and Murk, 2000;

Kemp et al., 2006; MAC - Mining Association of Canada, 2007; MMSD, 2002; Mu-

radian et al., 2003; Earthworks and Oxfam America, 2008; Veiga et al., 2001; World

Bank and International Finance Corporation, 2002). Ultimately, this understanding

lays the foundation on which companies’ CSR and broader community engagement

strategies should be built. Engagement practices that are tailored to stakeholder

needs are more likely to succeed given that they directly tackle issues identified by

the community.

The flow of information should not be coming only from the community, though.

The second ‘best practice’ category highlights that companies should promote a trans-

parent, two-way dialogue and ensure that this dialogue contains accurate and up-to-

date information about all stages of the project. This form of communication estab-

lishes trust and a clear and complete understanding of current and future impacts

of the mine on the community, and has the potential to effectively address the con-

cerns of the affected populace (e.g. Government of Australia, 2005, 2006; CBSR -
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Canadian Business for Social Responsibility, 2005; ESMAP, World Bank and ICMM,

2005; Environmental Law Institute, 2004; Guerra, 2002; MAC - Mining Association

of Canada, 2007; Earthworks and Oxfam America, 2008; Parker et al., 2008; World

Bank and International Finance Corporation, 2002).

The third most relevant ‘best practice’ involves the financial impacts of mining

companies on host communities. The literature heavily values activities that benefit

the economy of impacted communities. For example, the employment of as many

locals as possible is one of the most basic approaches that mining firms can take to

maximize the local retention of wealth generated by extractive activities (e.g. Barrick,

nd; MMSD, 2002; World Bank and International Finance Corporation, 2002). In ad-

dition to employing locals, mining firms should also purchase local goods and services

as well as get involved in local affairs such as through investments in community-

developed projects (e.g. Government of Australia, 2005; Barrick, nd; ESMAP, World

Bank and ICMM, 2005; MMSD, 2002; Muradian et al., 2003; Newbold, 2003). An-

other key financial contribution is the development of educational and profession-

alizing programs, particularly those not related to mining to ensure that, through

promoting non-mining trades and capacity building, communities become less depen-

dent on mining companies (e.g. Guerra, 2002; Hilson and Murk, 2000; Humphreys,

2005; Kemp et al., 2006; MAC - Mining Association of Canada, 2007; Veiga et al.,

2001; World Bank and International Finance Corporation, 2002).

Lastly, corporate attitude plays an important role in determining the manner in

which communities perceive mineral activities and companies’ efforts to engage with

them. For example, if mining firms conduct all the above mentioned practices but

do not respect and/or ignore the importance of aboriginals and minority groups,

their efforts might backfire. Hence, companies must always understand local cul-
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tures and act in a culturally sensitive manner that respects all stakeholders forming

the ‘impacted community’ (e.g. Government of Australia, 2005; Barrick, nd; CBSR

- Canadian Business for Social Responsibility, 2005; Environmental Law Institute,

2004; Hamann, 2003; MAC - Mining Association of Canada, 2007; MMSD, 2002;

Earthworks and Oxfam America, 2008; World Bank and International Finance Cor-

poration, 2002). Further, companies should always allow for third party audits of

their activities and investments throughout the mine’s life to further establish trans-

parency (e.g. Kemp et al., 2006; MAC - Mining Association of Canada, 2007; Parker

et al., 2008).
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CHAPTER 3

FIELD RESEARCH METHODS

Having presented a literature review on mining concepts and a synthesis of contextual

variables promoting harmonious company-community relations and of community

engagement practices, this thesis now shifts to the methods used to achieve objective

two: to identify the state of company-community relations in Paracatu, Brazil. This

chapter hence details the specific data collection methods utilized in the field. Four

main methods were employed, and each are described in a section within this chapter:

1) Document review; 2) Key informant interviews; 3) Focus group; and 4) Participant

observation. These are described below.

3.1 Document Review

Although document review may not always be accurate and may reflect the authors’

biases, it offers a stable, unobtrusive, exact, and long-term approach to collecting

data (Yin, 2005). Yin (2005, pg. 87) further details that in case study research,

“the most important use of documents is to corroborate and augment evidence from

other sources.” In addition to providing the most basic evidence available, Yin (2005,

pg. 87) identify three other uses: 1) “documents are helpful in verifying the correct

spellings and titles or names of organizations that might have been mentioned in the

interview;” 2) “documents can provide other specific details to corroborate informa-

tion from other sources;” and 3) inferences can be made from documents, although

these should only be used as clues for further investigation.
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Considering the prominence of Kinross Paracatu within Paracatu (see chapter 4),

a series of documents were reviewed with the purpose of identifying historical, current

and proposed community engagement strategies, how these strategies have evolved

over time, as well as the relationship between the company and the community ac-

cording to multiple sources. Further, document review was used to identify any

particular circumstances that could give rise to the relationship between the mine

and the community overtime.

The analysis of multiple documents originating from different sources also allows

for the triangulation of information, ultimately increasing data reliability. A variety

of documents were reviewed for this research. These are identified below:

• Books : Three main locally produced historical books were reviewed. Gon-

zaga (1910) details the beginnings of Paracatu as a mining village up until

1910. Mello (2002) provides an updated historical account of Paracatu. Fi-

nally, Scott et al. (2005) provide a more specific account of the garimpeiros, or

artisanal/traditional miners that were once very prominent in the city.

• Newspapers : Twenty years worth of articles from January 1990 to August 2009

of the local bi-weekly newspaper, O Movimento, were reviewed, and 75 articles

about RPM/Kinross Paracatu were analyzed;

• Websites : Websites included a variety of local and international websites, from

local Paracatu news websites and blogs to international corporate websites.

• Corporate reports : Stemming from a review of corporate websites, approxi-

mately ten Kinross and Kinross Paracatu reports were reviewed (e.g. Taking
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Responsibility, the global Kinross CSR report; and Relatório de Desenvolvi-

mento Sustentável, the Kinross Paracatu sustainable development report). Ad-

ditionally, reports obtained at local community meetings (including discussions

generated during these meetings) were reviewed.

• Government reports : Government reports, including those generated through

Environmental Impact Assessment meetings, as well as municipal financial re-

porting (e.g. annual budget) and the federal Brazilian Institute of Geography

and Statistics (IBGE) were consulted.

• Movies and other TV media: Two movies/documentaries were reviewed (Ouro

de Sange/Blood Gold, and Responsabilidade Social Usiminas/Social Responsi-

bility Usiminas) as well as four Kinross Paracatu/TV Paracatu-produced short

films (Visita Africanos/African Visitors, Plantio Participativo/Participative Plant-

ing, Projeto Braços Abertos/Project Open Arms, Centro de Informática do

JK/JK Computer Lab), and two documentaries about the operations (Tudo

o Que Você Queria Saber Sobre a Barragem e Sobre o Cianeto/Everything You

Wanted to Know About the Tailings Pond and About Cyanide).

3.2 Key Informant Interviews

In order to hear first hand from the community of Paracatu, a series of ‘key infor-

mant’ interviews were completed. A ‘ key informant’ is someone who is “supposedly

knowledgeable about the issues being researched and able and willing to communicate

about them” (Kumar et al., 1993, pg.1634). Key informants are typically used when

complete or in-depth data cannot be representatively retrieved from surveys alone.
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Further, key informants can often suggest other key informants and corroborate with

other evidence (Kumar et al., 1993; Yin, 2005).

A semi-structured (but focused) approach was adopted for these interviews over

structured and unstructured interviews because it allows the researcher to have a

certain control of the interview and obtain the information needed (e.g. community

engagement practices, costs, objectives, etc) while allowing for the incorporation of

any other relevant information that may surface during the interviewing process (Yin,

2005). Structured interviews are rigid and may prevent the uncovering of potentially

relevant data that are not directly addressed in the interview questions/script. On

the other end of the scale, unstructured interviews provide no focus and no clear

definition of what needs to be discussed. Hence, semi-structured interviews provide

the best approach, particularly because there is no need to standardize responses for

data coding and comparison.

In all, twenty interviews were conducted in Paracatu and one in Unáı. Of the

twenty one interviewees, nine were community representatives, five represented local

NGOs, four were government (municipal and state) officials, and three represented

local industries, one of which being a Kinross Paracatu manager. A full list of inter-

viewees is provided in Appendix B.

Each interview followed the following structure:

1. Introduction:

• Introduction of interviewer;

• Introduction of research;

• Explanation of consent form and procedures.
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Table 3.1 Interview themes and questions

General category Sample questions

Community engage-
ment practices over-
time

Did you notice any differences in the way that Kinross Paracatu
relates to the community as the mine operations grew over the
three major expansions? If so, how?

Mine’s place within
the community

How do you feel about Kinross Paracatu’s presence in the city
today? In the past?

Level of mine opera-
tor’s involvement with
the community

How would you describe the mine operator’s efforts to ensure that:
1) the community’s concerns are voiced; 2) that these voices are
heard; and 3) that community concerns are taken into considera-
tion.

Level of community
groups’ involvement
with the mine opera-
tor

Have you ever participated in a public meeting set up by Kinross
Paracatu regarding its operations and projects?

Impacts of community
engagement practices
on the community

Have any of the social and/or environmental projects implemented
by Kinross Paracatu affected you? How?

2. Interview :

• Interview following the general themes and questions, as outlined in Ta-

ble 3.1.

3. Conclusion:

• Ask if interviewee can be contacted about the research at a later date;

• Thank interviewee.

Consistent with ethics clearance, all interviews were recorded on a digital recorder

(with permission from the interviewees), and were then transcribed for further anal-

ysis.
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3.3 Focus Group

Focus groups are small groups of usually twelve to fifteen people that are brought

together to engage in discussions pertaining to a particular topic (Krueger and Casey,

2009). This method is advantageous over one-on-one interviews because the re-

searcher, within the focus group session, can ask a variety of questions (e.g. open

ended and structured) and employ different methods (e.g. audio-visual aids) as well

as push the group discussion towards particular topics (Rubin and Babbie, 2005).

One focus group was held in a conference room at ACIPA’s headquarters (Com-

merce and Industry Association of Paracatu) on 2 September 2009. Neighbourhood

Association representatives of five neighbourhoods adjacent to the mine (Alto da

Colina, Bela Vista, Bela Vista II, Esplanada, and Amoreiras II) as well as a repre-

sentative of the largest neighbourhood (Paracatuzinho) were present at the meeting.

Participants were offered to be picked up at their residences at 6PM and taken to

ACIPA, followed by dinner at a local restaurant and a final drop off at their homes.

The focus group was also recorded on a digital recorder with permission from the

participants.

The focus group was structured around a series of themes, including the general

perception of operations, the level to which the community voice is heard, and the

importance of projects/investments. All themes were touched upon, with some be-

ing discussed in detail. The researcher allowed the participants to engage in active

discussions over issues they perceived to be the most relevant.
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3.4 Participant Observation

Participant observation is the practice of being part of the daily activities that occur in

the area being observed. According to Yin (2005, pg. 94), participant observation can

include “being a resident of the neighborhood that is the subject of a case study, taking

some other functional role in a neighbourhood [and] serving as a staff member in an

organizational setting.” As such, the use of participation can bring out information

that would otherwise be unavailable and through the viewpoint of ‘insiders’ (Yin,

2005).

Considering that the author of this thesis is Brazilian, coincidentally born in

Minas Gerais, and speaks fluent Portuguese, participant observation was used to

complement the main methods above. Though it was clear and evident that he was

an outsider to Paracatu, people tended to open up after the researcher revealed that

he was ‘mineiro,’ or from the same state as them.

Through daily interactions with the local populace, the researcher was able to

obtain, among other observations, a general understanding of the perception of the

impacts of the mine within the city and its inhabitants as well as their expectation

as to what the mine should be doing. Additionally, the researcher was present as an

observer in a community meeting (Meeting of the Sustainable Development Commit-

tee, made up of mine employees and representatives of neighbourhood associations of

adjacent neighbourhoods) held by Kinross Paracatu on 13 July 2009. The researcher

was also present in the Environmental Impact Assessment meeting held in Unáı on

21 August 2009 in regards to the licensing process of the new tailings pond and ex-

pansion of the existing pond. The researcher was also present in the main yearly

event held in Paracatu (Expo Paracatu), held from 5 to 9 August 2009. This event

is largely funded by Kinross Paracatu.
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CHAPTER 4

BACKGROUND: STUDY AREA AND KINROSS GOLD

Prior to the documentation of field evidence, and analysis of this evidence in light of

the literature syntheses, this chapter serves the purpose of providing some necessary

background. Section one briefly describes the place and role of mining within Brazil’s

history, the environmental impact assessment process in the country, and the Brazilian

mineral royalty regime. The second section provides a background on mining in

the state of Minas Gerais and its origins in Paracatu, as well as some of the key

characteristics of the city. Lastly, the third section characterizes Kinross’ global and

local Paracatu operations.

4.1 Mining in Brazil

Resource extraction has been a part of Brazil’s history since its beginnings as a colony

of Portugal. The arrival of the Portuguese in Brazil in 1500 was marked by a constant

search for gold and other natural riches (e.g. brazilwood, sugar, diamonds, etc.) to

be exported to Europe. While some gold was quickly found, it was only two centuries

later that significant mineral discoveries and deposits were made, particularly in the

present day State of Minas Gerais (“General Mines”) (Machado and Figueiroa, 2001).

Machado and Figueiroa (2001) suggest that gold mining represented a fourth major

economic wave in Brazil, starting in the late seventeenth century, after brazilwood

(“pau-brasil,” the origin of the name “Brazil”), sugar, and cattle. Today, mining
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continues to be the backbone of the state’s economy, representing 30% of Brazil’s

mineral production (Viana, 2007).

While much of the colonial mining activities were conducted by Brazilians or

the Portuguese, foreigners also had some stake in the mineral riches. The presence

of foreign capital in the mining history of Brazil can be traced back to the Dutch

and British, who, in the late 18th century, attempted to limit diamond production

in order to stabilize its price through the collection of high rents (Machado and

Figueiroa, 2001). However, it was British capital, representing no more than 4% of

total investments in the country at its peak, that initiated transnational mining in

Brazil, mostly through the very successful St. John Del Rey Mining Co. (Machado

and Figueiroa, 2001).

More recently, Canadian firms have played a significant role in contributing to

the mining-based FDI increase in South America, from 12% in 1990 to 33% by 2000

(Clark, 2003). Of course, Brazil has its own very large mining transnational, Vale,

which is now the second largest mining firm in the world, and in 2008 ranked seventy-

sixth in the Forbes top 2,000 global companies ranking (Shapiro et al., 2007; Forbes,

2008). Hence, while foreign transnational firms play an important role in the mining

sector in Brazil, Brazil itself plays an important role domestically and internationally

through the activities of Vale.

Regardless of the nationalities of mining firms currently operating in the country,

they are all subject to one critical policy that essentially determines the fate of pro-

posed mining projects. Without fully approved environmental impact assessments,

companies may not start construction and operations. The 1988 Federal Constitution

of Brazil states, in article 225, that environmental impact assessments (EIAs) must
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be conducted prior to the construction or commencement of an activity that could

potentially harm the environment (República Federativa do Brasil, 2010). Although

the power to legislate over mineral resources ultimately rests with the Union (Federal

level), all levels (Union, states, Federal District, and municipalities) are responsible

for “registering, following up, and supervising concessions of rights for the prospecting

and exploration of hydrological and mineral resources in their territories” (República

Federativa do Brasil, 2010, Article 23). In practice, however, the approval of mineral

EIAs is legislated by the state in which the project is located.

In the case of the state of Minas Gerais, the process is further decentralized into

nine regional permitting offices (SUPRAMs - Regional Superintendences of Envi-

ronment and Sustainable Development). The permitting process has three essential

phases: 1) Prior license, in which the viability of the project and its impacts are

assessed, including the identification of environmental conditionals (i.e. mitigation

measures to offset the impact of the activity/project) that must be met before the

next permitting phase; 2) Installation license, which is issued after a detailed assess-

ment of the structures and environmental mitigation tools; and 3) Operation license,

granted after the construction of the structures and implementation of mitigation

tools from the previous phases.

Minas Gerais, and Brazil as a whole, possesses a strong EIA regulatory frame-

work that ensures that environmental impacts are properly assessed up until facilities

start running. This is confirmed by a recent study by Viana (2007) on the licensing

process in Minas Gerais. Viana (2007) concluded that, although the legislation in

Minas Gerais is significantly more advanced than that of other states, there is very

little follow up. In other words, though the EIA process in Minas Gerais is compre-

hensive, once the final (operating) license is obtained, the process fails to ensure that
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operations continue to comply with the state’s regulations.

Another institutional arrangement that impacts host communities directly is the

royalty regime in Brazil. Aside from monies generated through goods and services

taxes and others (e.g. property tax, etc.), the most important tax generated directly

as a result of mineral extraction is the CFEM tax (Financial Compensation for the

Exploration of Mineral Resources). This tax varies according to the minerals being

extracted. For example, firms extracting gold pay 1% of total net sales to the govern-

ment. The funds obtained from the CFEM are distributed among the Union, state

of origin and municipality of origin in the following manner (Departamento Nacional

de Produção Mineral, 2010):

• 12% to the Union, divided among the DNPM - National Department of Min-

eral Production, IBAMA - Brazilian Institute of Environment and Renewable

Resources, and MCT - Ministry of Science and Technology;

• 23% to the state of origin; and

• 65% to the municipality of origin.

Hence, the majority of the royalties accrued from mineral extraction in Brazil are

funneled directly to the municipality impacted by mineral activities. For comparison

purposes, the royalty regime in Canada diverts all royalties to the province of origin

or the federal government in the case of the three Candian territories. Theoretically,

the Brazilian royalty regime should enable municipalities to utilize the funds obtained

from mineral activities to build a solid infrastructure and provide services to offset

the impacts caused by mineral activities. In practice, the use of mineral rents varies

according to the municipalities, as they are free to use funds from the CFEM as
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they see fit (except to pay for staff salaries) (Departamento Nacional de Produção

Mineral, 2010). While some municipalities make good use of the royalties and other

taxes originating from mineral activities, others do not (Enriquez, 2007).

Since the Brazilian mining legislation does not determine how mineral rents, such

as those obtained through the CFEM, should be used, municipalities experience vari-

able development. In a study conducted by Enriquez (2007) comparing the use of

mineral rents in the fifteen largest Brazilian mining municipalities and four Canadian

municipalities, it was found that one of the main factors enabling municipalities to

escape what the author calls the “single treasury trap” and properly develop was the

presence of favourable institutional conditions such as good political administration

and efficient use of mineral taxes. In a development index presented in the same

study, Paracatu was ranked fourth out of fifty largest Brazilian municipalities (25

mining and 25 non-mining) (Enriquez, 2007).

4.2 Paracatu

The city of Paracatu and the similarly named municipality of which it is a part, are

situated in the Northwest Mesoregion of the Brazilian state of Minas Gerais, in an

area dominated by cerrado, or tropical savannah, characterized by severe dry and

wet seasons. The name Paracatu comes from one of the several native languages of

Brazil, tupi-guarani, and means ‘Good River,’ in reference to the Paracatu River. The

Paracatu River, once rich in both minerals and biological life, is a locally significant

watercourse that runs through the city. The municipality currently occupies an area

of 8,232km2, and in 2009 the city’s population was estimated at 83,560. The munic-

ipality’s economy is largely dependent on mineral extraction (gold and some silver),
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as well as agriculture, particularly the production of dairy goods (IBGE, 2010). In

2008, the GDP of the municipality was $405 million, or $4,800 per capita.

Gold mining in the State of Minas Gerais dates back to the late 16th century.

Owing to its relatively remote location in the interior region of the state, gold mining

in Paracatu only began in 1722 based on the efforts of pioneers Felisberto Caldeira

Brant and José Rodrigues Frois (Prefeitura Municipal de Paracatu, 2010b). Drawn

by the abundance of alluvial gold and the mineral riches of the region, the population

quickly expanded thereafter. By the early 1800s, the city of Paracatu boasted a pop-

ulation of approximately 19,000 people, including 4,420 slaves, the workforce of the

mines at the time, and a relatively advanced infrastructure (Gonzaga, 1910). As with

other resource towns, this growth stalled with the decline in easily accessible alluvial

gold. By 1910, alluvial mining was largely finished; though gold was still abundant,

it required modern technologies to be profitably extracted. Problematically, such

investment was not forthcoming given a lack of modern infrastructure, particularly

transportation links to the rest of the state. By 1910, the larger municipality of

Paracatu supported around 60,000 inhabitants, while the city itself was inhabited by

6,192 people (Gonzaga, 1910).

With the construction of the new federal capital starting in 1956, Paracatu began

to experience a slow revival due to its proximity to Braśılia (IBGE, 2010; Prefeitura

Municipal de Paracatu, 2010b). This growth accelerated with the establishment of

the Morro do Ouro (Gold Mountain) open-pit gold mine in 1987. The initial venture,

known as Rio Paracatu Mineração (RPM), was jointly developed and owned by Au-

tram Mineração e Participações (later TVX Gold Inc.) and Rio Tinto, with the latter

assuming full responsibility for its operations. Kinross Gold purchased the property,

in part, in 2003 and, in full, at the end of 2004 (Caramello, 2009).
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Mining still plays a significant role in the city today. Table 4.1 summarizes some

of the most relevant economic figures of Paracatu. Kinross Paracatu employed 7.5%

of the total workforce in 2007, and 2008, the mine accounted for 8% of the municipal

GDP, at approximately $32.4 million (IBGE, 2010). Kinross Paracatu is only directly

responsible for roughly one-tenth of Paracatu’s GDP. Considering the proximity to

the city and its prominence in local affairs, it was initially expected that Kinross

Paracatu would be responsible for a significantly higher proportion of Paracatu’s

economy. Even after combining the two most important activities in Paracatu (mining

and agriculture), the economic dominance is still only a quarter of the total municipal

GDP. This indicates that Paracatu possesses a moderately diversified economy. In

2007, industrial activities (including Kinross’ operations) made up 18.6% of the total

municipal GPD, agriculture represented 18.6% of the 2007 GDP, services 49.8% and

taxes 8.6% (IBGE, 2010).

Further, as mentioned in the previous section, the royalty regime in Brazil is quite

favourable in that it gives municipalities the opportunity to appropriately allocate

rents. Although the proper utilization of mineral rents varies from municipality to

municipality usually as a consequence of the government in power, Enriquez (2007)

study mentioned in the previous section ranked Paracatu as one of the largest mining

municipalities in Brazil to effectively utilize mineral royalties in its own development.

Table 4.1 Main economic figures of Paracatu and Kinross’ contributions to
the local economy

Economic measure Value Unit Year

Municipal GDP $405 million CAD$ 2008

Royalties and taxes paid to mun. 0.8% % of mun. GDP 2008

Economic dominance of Kinross 8% % of mun. GDP 2008
Continued on next page. . .
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Table 4.1 – Continued

Economic measure Value Unit Year

Economic dominance of agriculture 18.6% % of mun. GPD 2007

Number of registered business 2,140 Units 2008

Employed population 15,563 People 2008

Total number of Kinross employees 7.5% % of employed pop. 2007-8

Poverty rate 40.05% % of pop. 2003

Gini index (0 = complete equality) 0.43 Index 2003

Source: Caramello (2009), IBGE (2010), Kinross Paracatu, personal communication (2009).

Although poverty rates in Paracatu are fairly high (40.05% of total population),

more than half of the population is ‘not poor.’ The Gini index, which measures in-

equality where zero represents complete equality, is 0.43 in Paracatu. While both the

poverty rate and the Gini index derive from an outdated source (the 2003 Census),

they indicate that more than half the population lives above the poverty line, and,

likewise, inequality is modest. Although the male to female ratio of residents 10 years

or older is nearly 1 (0.98 in 2001), there was a clear difference in the average monthly

nominal income of males 10 years or older, at approximately $345.42, while the fe-

male salary averaged $206.92 in 2001 (IBGE, 2010). The majority of the population

(52.48%) has between four and ten years of education.

Table 4.2 shows key data from the 2000/2001 census for the city of Paracatu. The

first key demographic characteristic of Paracatu is the age range of the population.

The resource conflict/town literatures (section 2.3) state that a young population

(i.e. dominance of people in their 20s and early 30s) tends to be an indication of the
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beginnings of resource towns, where young men and couples move to newly developed

towns in search of higher paying jobs in the resource sector. Paracatu has a favourable

age distribution because the majority of its population does not fall within the age

range above. In fact, almost half of the population is younger than 19 (45%), which

indicates the presence of established families with children. Further, the gender ratio

of 1.02 shows that there is no ‘abundance’ of males as in many resource towns.

Table 4.2 Paracatu: 2000/2001 Census.

Measure Value Unit

Residents over 10 years old 58,392 people

Male to female ratio 1.02 -

Residents 75,216 people

Infant mortality (per 1000 births) 26.7% (2000) % pop.

Deaths in hospitals (2008) 57 people

Residents 0-9 years old 22.37% % pop.

Residents 10-19 years old 22.28% % pop.

Residents 20-29 years old 17.87% % pop.

Residents 30-39 years old 14.87% % pop.

Residents 40-49 years old 10.25 % pop.

Residents 50-59 years old 5.82% % pop.

Residents 60 years and older 6.55% % pop.

Source: IBGE (2010).

Additionally, the population of Paracatu is largely mestiça (mixed), meaning that

there is no dominance of one specific ethnic group. Although there are no aboriginal
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peoples or traditional territories within the municipality, quilombolas are a recognized

minority, and there are three main settlements around the city. “Quilombolas” is one

of many terms used in Brazil to denominate descendants of African slaves brought

to Brazil during colonial times, largely used in mining in the present day State of

Minas Gerais. “Quilombola” is derived from the word “quilombo,” or settlements of

fugitive slaves that escaped/rebelled against the colonial system (Fundação Cultural

Palmares, 2010). The three main quilombola ‘neighbourhoods’ are Santa Rita, Vale

do Machadinho and São Domingos. The latter is the closest to the city and the most

impacted by mining activities. Settlements are not considered to be neighbourhoods

of Paracatu. Figure 4.1 shows a map to scale of the neighbourhoods of Paracatu and

their relative location to the mine.

Table 4.3 shows some of the key characteristics of the services available to the

population of city of Paracatu. Paracatu has two full hospitals, one public (Hospital

Municipal) and one private (Hospital São Lucas), offering 98 hospital beds in 2005.

The city has an additional twenty seven health institutions, ranging from laboratories

and specialized clinics. Although the city has two full hospitals, they do not have the

capacity to handle more complex cases. These cases are sent off to the two closest

big cities, Braśılia, DF, and Uberlândia, MG, approximately 220km and 320km away

respectively.

Table 4.3 Paracatu: Characteristics of social services

Item Value (year)

Hospitals 2
Continued on next page. . .
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Table 4.3 – Continued

Item Value (year)

Health institutions (inc. hospitals) 29

Public health institutions 19

Private health institutions 10

Number of hospital beds 98 (2005)

Pre-schools 28

Elementary schools 39

High schools 10

Higher education institutions 4

Public schools 58

Private schools 23

Banks 8

Pop. connected to water supply 97.99% (2005)

Pop. connected to sewage system 70.47% (2005)

Human development index 0.76

Source: IBGE (2010); Prefeitura Municipal de Paracatu (2010a).

The entertainment and cultural infrastructure in the city, while present, is poor.

For example, the city only has a one-room movie theatre (Cine Teatro Santo Antônio),

one small public art gallery (Casa de Cultura), and one poorly stocked, run-down, and

inadequately equipped public library. The few museums are also fairly run-down and

provide limited space for exhibits and many lack educational programs. Additionally,

the city generally lacks parks, public gathering spaces, and has a limited amount

of bars, clubs and other nightlife options. Paracatu, however, has a few traditional

59



Figure 4.1 Paracatu and its neighbourhoods. Source: Adapted by Puddister
(2010) after Listel (2010) and Google Earth Pro.
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cultural events that date back to its colonial times, such as tapuiada, a dance of

afro-indigenous origins; folia de reis, the oldest religious folk tradition; cavalgada, a

horse parade; and many others (Prefeitura Municipal de Paracatu, 2010a, Participant

observation). Paracatu also has a Saturday morning street market, in which items

from food to furniture to art pieces are sold.

Paracatu is well equipped with pre- and elementary schools, and a moderately ad-

equate number of high schools. Although higher education institutions are present in

the city, all of them are private. Considering the moderate poverty level of Paracatu,

higher education is financially prohibitive for many local residents. The Faculdade

do Noroeste de Minas (FINOM - University of the Northwest of Minas Gerais) is the

most important of the four higher education institutions. FINOM now has a Medical

School, and although it has not yet graduated a class, it is attracting students from

all over the region, including Braśılia, which has four of its own Medical Schools (two

private and two public).

Paracatu is a fairly isolated city. Although there are a variety of smaller towns

nearby, Paracatu is the most populated city in the northwest of the state. The closest

major urban centre is the federal capital, Braśılia, 220km away, or four hours away

by bus. The distance between other major centres is shown in table 4.4.

Table 4.4 Distance between Paracatu and other major urban centres

City Distance (km)

Braśılia 220

Belo Horizonte 483

São Paulo 860

Rio de Janeiro 917
Continued on next page. . .
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Table 4.4 – Continued

City Distance (km)

Vitória 1,022

Source: Prefeitura Municipal de Paracatu (2010a).

The local transportation infrastructure is fairly comprehensive. Although it covers

essentially all neighbourhoods, it is not as frequent as it could be (i.e. some areas are

serviced every hour or more). The city also bolsters a very large fleet of ‘mototaxis,’ or

motorcycle taxis. Mototaxis are significantly cheaper than regular taxis in Paracatu,

at about $1.50 per ride anywhere within the city. The regional transportation links

are fairly well developed - the city is linked to other urban centres by somewhat

frequent land-based services. Its coach terminal, which was undergoing renovations

during the field research, is served by seven coach companies, mostly to other cities

within the state. Out of state, there are connections to Braśılia (multiple times a day,

every day), São Paulo (once a day), and Rio de Janeiro (once a day). Even considering

the availability of coach routes to other cities and states, the highways in the state of

Minas Gerais are not very well maintained, particularly the highway linking Paracatu

to the state’s capital, Belo Horizonte (federal highway BR-040). Further, the highway

to Braśılia, the closest big metropole, is almost entirely a two-lane highway (one lane

in each way). Even though this highway was recently repaved, travel times are largely

dependent on traffic, of which transport trucks are routinely a part of and accidents

are not uncommon.1 Paracatu also has an airport, but no commercial airlines fly

there on a regular schedule.

1For example, in one four-hour ride from Paracatu to Braśılia, the author saw at least four

accidents on one side of the road.
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4.3 Kinross Gold

This section details the characteristics of Kinross Gold’s global and local Paracatu

operations.

4.3.1 Global operations

Kinross Gold Corporation was founded in 1993 through the amalgamation of CMP

Resources Ltd., Plexus Resources and 1021105 Ontario Corporation. Though head-

quartered in Toronto, Canada, Kinross has no active mines in the country. Employing

approximately 5,000 people worldwide (plus 2,000 contractors) in 2007, Kinross’ op-

erations were located in the USA, Chile, Brazil, and Russia (Kinross Gold Corp.,

2007, 2009d). In 2009, Kinross produced 2.2 million ounces of gold, and achieved

revenues of $2.4 billion (Kinross Gold Corp., 2009d).

With respect to corporate practice, Kinross has developed a series of guiding

principles, two of which are; the “Kinross Way;” and the “Ten Guiding Principles

for Corporate Responsibility.” The Kinross Way is a “concept [...] which embraces a

philosophy and approach based on four values every employee needs to understand,

and which will guide the company in the months and years ahead” (Kinross Gold

Corp., nda, pg. 7). These four values are: 1) Putting people first (e.g. importance

of health and safety, treating employees with respect, etc.); 2) Outstanding corporate

citizenship (e.g. commitment to ethical and governmental standards in the mining

industry); 3) High performance culture (e.g. focus on teamwork, performance, and

innovation); and 4) Rigorous financial discipline (e.g. accountability to shareholders

and efficient use of financial resources).

63



The Ten Guiding Principles were adopted in 2007, and “define what ‘doing the

right thing’ means to Kinross.” (Kinross Gold Corp., ndb, pg. 2). These principles

are (Kinross Gold Corp., ndb, pg. 3):

1. We put people first and our number one priority is the safety of every employee;

2. We maintain the highest standards of corporate governance, ethics and honesty
in all of our dealings, and operate in compliance with the law wherever we work;

3. We promote an ongoing dialogue and engagement with stakeholders in the com-
munities where we operate, maintained in a spirit of transparency and good
faith;

4. We exercise utmost vigilance in protecting the environment and seek ways to
minimize our environmental footprint wherever we operate. We will always
meet, and where possible exceed, regulatory requirements in our environmental
performance;

5. We consider all aspects of an operation or new project including social, envi-
ronmental, and post-closure issues in making our investment decisions;

6. We conduct all of our activities in accordance with accepted standards in the
protection and promotion of human rights. We respect the cultural and his-
torical perspectives and rights of those affected by our operations, in particular
indigenous peoples;

7. We provide a rewarding and meaningful livelihood to our employees and strive
to be an employer of choice;

8. We seek to maximize employment, business and economic opportunities for local
communities from our existing operations and new projects;

9. We provide lasting benefits to the communities where we work by supporting
sustainable initiatives to develop their social, economic, and institutional fabric.
We recognize that every community is unique and we work with our community
partners to ensure that our support matches their priorities; and

10. We maintain an active engagement and dialogue with our global industry peers,
associations, governments, and civil society on CSR best practices and evolving
global standards.
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In order to comply with the above principles, Kinross has adopted company-wide

measures such as an Environmental Health and Safety Management System mod-

eled after the International Standards Organization’s (ISO) 14001 and Occupational

Health and Safety Assessment Series’ (OHSAS) 18001 standards. Kinross believes

that being a ‘responsible company’ means accountability in all stages of mining, from

exploration through development, construction, mining, processing to the final mine

closure and reclamation. The company also: follows the Canadian Securities Ad-

ministrators guidelines on corporate governance, the Social Accountability System

SA8000 guidelines on business conduct and ethics; is a member of Business for So-

cial Responsibility; a signatory of the International Cyanide Management Code for

the Manufacture, Transport and Use of Cyanide in the Production of Gold; and is a

participant in the Carbon Disclosure Project (Kinross Gold Corp., 2007).

In 2007, Kinross published its first company-wide CSR report, and established

a Corporate Responsibility Advisory Group comprised of representatives of various

areas within its headquarters as well as at least one representative from each country

in which it operates. In this report, Kinross states that, as part of its broad CSR

goals, it paid $22.8 million in income tax, mining tax and royalties to governments

throughout its operations (including Canada), contributed $940,688 in direct com-

munity investments in the United States, Chile and Brazil, and $921,000 in corporate

donations and sponsorships (Kinross Gold Corp., 2007).

In its various corporate reports and on its website, Kinross Gold highlights a series

of community engagement practices. For example, in Buckhorn, USA, Kinross has

signed a good neighbour agreement with the impacted community in order to miti-

gate any potential negative impacts as a result of mining. In Fruta del Norte, Chile,

Kinross has created a series of educational and capacity building projects to empower
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and educate the community, and in Paracatu, Kinross has shown a social commitment

with the community through the revitalization of the Rico River and the establish-

ment of the Sustainable Development Committee in order for the neighbouring com-

munity to make suggestions and voice concerns to the mine and for the mine to bring

answers to the community (Kinross Gold Corp., 2010). These efforts to engage with

the community have been recognized by outside analysts. For example, the Canadian

Social Investment Database (CSID), maintained by Jantzi-Sustainalytics, ranks Kin-

ross Gold third most socially responsible mining company within the Toronto Stock

Exchange’s (TSX) top 60 companies (Jantzi Research, 2010).

4.3.2 Kinross Paracatu

As previously mentioned, Kinross acquired the Morro do Ouro mine at the end of

2004. Today, the mine consists of a large open-pit, an active mining area, an industrial

area, and one large tailings pond with an earth dam spanning approximately 2.5km

(figures 4.2, 4.3). The mine occupies an area of 5,362 hectares, of which 1,734 hectares

are actively mined. At present, 218 hectares have been set aside as habitat corridors,

and in 2007, Kinross Paracatu acquired and set aside an additional 1,300 hectares for

preservation (Kinross Gold Corp., 2007).

Kinross Paracatu has one of the lowest gold ore grades in the world at roughly

0.403 grams of gold per tonne of ore (Caramello, 2009). To extract this gold, the mine
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Figure 4.2 Map of study area and Kinross Paracatu. Source: Kinross Gold
Corp. (2009c).

Figure 4.3 Aerial photo of Kinross Paracatu’s active mining site. Note the
tip of the tailings pond in the top right corner. Source: Caramello (2009).
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uses flotation, carbon-in-leach, and gravity in the processing of the ore, and cyanide

(Kinross Gold Corp., 2009b). In 2008, the mine processed 20,307,000 tonnes of ore to

extract 188,156 ounces of gold (Kinross Gold Corp., 2009b). As of 2009, the proven

and probable gold reserves were 17.5 million ounces.

In 2006, Kinross began an expansion of the mill facilities, which is expected to

triple throughput to 61 million tonnes per year and extend the life of the mining

operation to 2040. This expansion includes a second, larger, tailings pond to the

west of the existing one (figure 4.2). With the expansion, employment is expected to

grow from 1,165 direct jobs and 1,850 indirect jobs to 1,480 and 5,167, respectively

(Caramello, 2009). Beyond employment, the mine directly generates considerable

wealth for businesses and various levels of government through payment of taxes,

social investments, and the purchasing of goods and services. For example, from

January to July of 2009, the mine’s activities directly generated $91.3 million in the

international market, $249.6 million nationally, $5.5 million in the state of Minas

Gerais, and $44.5 million in Paracatu (Caramello, 2009; Taveira and Coelho, 2009).

In addition, Kinross’ donations, which amounted to US$297,150 invested in the com-

munity of Paracatu in 2009, are also expected to increase with the completion of the

expansion project in the latter half of 2010 (Kinross Gold Corp., 2009b).

The mine currently has a closure plan that complies with all Brazilian regulations.

However, due to the expansion, this plan is being revised to incorporate the new

tailings pond and facilities.

Kinross Paracatu’s operations are certified by the International Standards Organ-

isation’s ISO 14001 standards, Social Accountability International’s SA 8000 stan-

dards, Occupational Health and Safety Advisory Service’s OHSAS 18001 standards,
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and follow the International Cyanide Management Code (Kinross Brasil, 2010). Among

other awards and nominations, RPM/Kinross Paracatu has been ranked as one of the

best companies to work for in Brazil in 2004, 2006, 2007 and 2008 by the Great Place

to Work Institute (Great Place to Work Institute, 2010). Further, Kinross Gold has

been named one of the top 50 most socially responsible companies in Canada by Jantzi

Research (now Sustainalytics) and Macleans Magazine (Jantzi-Macleans, 2009), and

one of the best 50 corporate citizens by Corporate Knights Magazine (Corporate

Knights Magazine, 2010).
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CHAPTER 5

DESCRIBING AND EXPLAINING COMMUNITY RELATIONS AT

KINROSS IN PARACATU

Thus far, this thesis has reviewed the relevant mining literature, synthesized commu-

nity engagement ‘best practices’ and the most relevant contextual characteristics that

tend to promote harmonious company-community relations (objective one), described

the field methods used to gather field data, and characterized the nature of mining in

Brazil, the study area, and Kinross. This chapter now turns to the field evidence to,

consistent with objective two, document the state of community relations at Kinross

Paracatu (section 5.1) and to, consistent with objective three, explain these relations

based on Paracatu’s contextual characteristics and Kinross Paracatu’s community

engagement practices (section 5.2).

5.1 Evidence of Company-Community Relations

As stated in the introductory chapter, company-community relations in Paracatu have

seemingly been healthy since the establishment of the large scale open-pit gold mine.

This key characteristic was critical in the selection of Kinross Paracatu as a case

study for this research because it fulfills the aim of explaining the state of healthy

company-community relations in terms of the roles played by Kinross Paracatu’s

community engagement practices and of the situational context in which Kinross

Paracatu operates. As supported by various evidence presented in this and previous
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sections, it is apparent that, indeed, company-community relations in Paracatu are

positive, especially in comparison to other foreign-owned mines in Latin America.

Kinross Gold, in its various reports and websites, claims to put significant ef-

fort in ensuring the well-being and an effective and continuous engagement with its

staff and impacted communities. This is a reflection of Kinross Gold’s core values,

of which the first is “putting people first,” detailed in subsection 4.3.1. For exam-

ple, community members and staff of its various operations worldwide were inter-

viewed for a video on corporate responsibility featured on Kinross’ website (“http:

//kinross.com/corporate-responsibility.aspx”). In this video, it is highlighted that

Kinross is constantly engaging with its stakeholders to maintain healthy relations

such as through neighbourhood committees like the Buckhorn Community Advisory

Committee in Buckhorn, USA, and the Sustainable Development Committee in Para-

catu, Brazil.

Due to time and methodological constraints, the 80,000 people strong municipal-

ity of Paracatu was not surveyed to gauge public opinions. Instead, a variety of useful

sources of evidence were drawn upon. One of the most basic sources of retrospec-

tive, non-invasive, and fairly accurate evidence is the popular press.1 Since 1990,

the newspaper O Movimento has been published bi-weekly in Paracatu. Throughout

its twenty-year history, many articles have been published about the Morro do Ouro

Mine. These articles, 75 in total, were reviewed and organized by their focus, as

illustrated in table 5.1. Articles that contained more than one type of information

(i.e. articles that could have been divided into more than one of the six categories

1Of course, media biases, such as author bias and external control of media, is a phenomenon that

is inevitably present in the media and certainly, to different degrees, in all documents. Nonetheless,

a review of the popular press can effectively help to uncover significant historical and recent events

in a non-invasive manner.
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in table 5.1) were classified based on the primary focus of the article. Those arti-

cles that identified or focused on conflict constituted just 13% of the total. These

covered events that describe conflicts and protests related to the mine. The great-

est proportion of articles (33%) focused on community engagement activities, such as

community meetings, company donations, investments in community projects, perfor-

mance of existing mine-supported projects, etc. 19% of the articles focused on various

nominations and awards won by the mine (e.g. work safety) as well as certification

of the mine’s operations (e.g. ISO14001). 12% of articles focused on the post 2006

expansion, while 4% focused on ‘traditional mining’2 at the mine’s property. Articles

that did not fit any of the above foci, such as articles with general information about

the mine (e.g. gold ore content, production statistics, etc.), important visits to the

mine (e.g. politicians, high-ranking company officials), and economic contribution

figures were grouped in a ‘general category,’ representing 19% of the articles.

Table 5.1 The focus of local newspaper articles about Kinross Paracatu

Category Percentage of articles

Engagement practices 33%

Awards and certifications 19%

General 19%

Conflicts 13%

Expansion 12%

Traditional mining 4%

Source: O Movimento (1990-2009).

2‘Traditional mining’ refers to the garimpo. The garimpo, performed by garimpeiros, is a small-

scale type of alluvial mining that almost entirely relies on non-mechanized techniques, human labour

and the use of mercury.
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The various articles reviewed paint a very good overall picture of the mine’s opera-

tions since its beginnings, and in particular since Kinross Gold’s take over in 2005.

A large number of articles highlight an impressive record of: safety awards, many of

which have been awarded multiple times such as the Noscar awarded by NOSA (South

Africa’s National Occupational Safety Association); the achievement of various certi-

fications (e.g. ISO14001); and the nomination as one of the ‘best places to work’ in

Brazil by the Great Place to Work Institute. Further, almost all engagement articles

describe very positive engagement practices close to the community, ranging from the

development of educational courses for employees and other community members, the

creation of a computer lab in a lower-income neighbourhood, and the revitalization

of the locally important Rico River.

As reported in the press, the only significant conflict between the community and

the mine occurred in its first decade of its operations. The initial processing of gold

was not as efficient as it is today, and some gold eventually found its way into the

tailings pond, settling in cavities at the bottom of the pond. Largely due to the

economic downturn in Brazil at the time, many traditional miners (garimpeiros) saw

an opportunity to employ their traditional mining techniques and mine for gold at

the tailings pond. Posing safety risks not only to the mine’s operations but also to

themselves, these garimpeiros were reluctantly forced out of the mine’s property. In

some cases, these expulsions were quite aggressive, resulting in bodily harm and even

death. It was later found that the many trespassing incidences were actually coordi-

nated by organized gangs aiming to steal gold, tools and other machinery from the

mine. With the eventual end of the economic downturn, the flattening of the tailings

pond’s floor, and improvement of ore processing, poaching became non-inexistent.

In another instance of community ‘conflict’ at the beginning of 2009, community
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members participated in protests to express support for continued mining at Paracatu.

Generated by the manner in which the mine operator discussed the third (and largest)

expansion project and the construction of the second tailings pond, it was reported

that Kinross Paracatu threatened to close its doors if the prior environmental license

was not approved. This misunderstanding was cleared up. More importantly, the

mine had received all required environmental licenses to proceed with the expansion.

In sum, a dearth of articles that portray Kinross Paracatu in a negative way, and the

number of articles that paint the company in a positive way, indicates that community

relations have been and continue to be good. It is worth noting that the newspaper has

recently featured a substantial number of full spread Kinross Paracatu advertisements

on the paper. Although the newspaper is officially independent, it is unlikely that it

could be free of influence from the mine.

Further, Kinross Gold, as previously mentioned, has been named one of the top 50

most socially responsible companies in Canada in 2009 (Jantzi-Macleans, 2009), and

one of the best 50 corporate citizens in Canada in 2010 (Corporate Knights Magazine,

2010), while Kinross Paracatu was ranked as one of the best companies to work for

in Brazil in 2004, 2006, 2007 and 2008 by the Great Place to Work Institute (Great

Place to Work Institute, 2010). These specific ranks place a significant weight on

social aspects. For this reason, they are another indication that company-community

relations are good, as conflicts would likely not allow for the firm to be nominated.

Additional evidence of the state of company-community relations was developed

through key informants interviews. Key informants were specifically asked to de-

scribe company-community relations, and the reasons for these relations. All key

informants reported that Kinross Paracatu has maintained a good relationship with

the community dating back to Rio Tinto, but especially since the end of 2008, largely
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due to efforts around the third expansion project(e.g. KI #16, 17, 19, 21). The most

commonly cited reason for this good relationship is the economic benefit that the

mine brings to the city. For example, key informants identified the many company

investments in the city, royalties generated in the municipality, and general develop-

ment brought about by the mine as the main reasons why the community approves

of the mine (e.g. KI #5, 10, 11, 15, 18, 21). Respondents were mixed in their char-

acterization of this economic relationship, with some calling it a partnership (e.g. KI

#2), while a few others characterized it as a dependency (e.g. KI #1).

Further insight to company-community relations at Paracatu was extracted from

MiningWatch Canada, a non-governmental organization (NGO) headquartered in Ot-

tawa, and one of the most prominent watchdogs of mineral activities of Canadian

mining firms. The NGO aims to respond “to the threats to public health, water and

air quality, fish and wildlife habitat and community interests posed by irresponsi-

ble mineral policies and practices in Canada and around the world” (MiningWatch

Canada, 2010). As such, MiningWatch provides critical information about Canadian

mining companies operating around the world. MiningWatch has, at present, just

ten articles focused on Kinross, and one about Paracatu specifically, compared to

104 articles on Barrick Gold and 49 on Goldcorp. The lack of negative information

about Kinross Gold and Kinross Paracatu in particular offers another indication that

relations in Paracatu are indeed good.

In terms of negative public attention directed at Kinross Paracatu, the sole Min-

ingWatch article previously mentioned simply contains a link to a Brazilian blog

(“http://www.alertaparacatu.blogspot.com” or in English, but not the same content,

“http://sosarsenic.blogspot.com”). The two blogs are allegedly published and main-

tained by a Brazilian public prosecutor, P. M. Serrano Neves. In reality, the ultimate
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contributor to both blogs is Dr. Sergio Ulhoa Dani. Dr. Dani is a medical doctor

and a Paracatu native who currently resides in Germany, and is the most vociferous

critic of Kinross Paracatu. Both blogs almost entirely discuss the impacts of arsenic

poisoning on the environment and on human health through the posting of articles

on the topic but not specific to Paracatu (e.g. effects of arsenic poisoning in mice,

impacts of mountain mining, etc.). Dr. Dani links this calamitous information on

arsenic to the fact that the ore at Kinross Paracatu contains extremely high concen-

trations of arsenic. However, Dr. Dani does not directly accuse Kinross Paracatu

of poisoning the surrounding environment, likely because, as uncovered during key

informant interviews, there is no credible evidence of arsenic contamination in nearby

water sources (e.g. KI #6). Though this overt criticism is certainly evidence of poor

relations between Kinross Paracatu and at least one key voice in Paracatu, there

is limited evidence to suggest that Dr. Dani’s views have been widely embraced in

Paracatu, and thereby resulted in conflict.

Developing a more comprehensive picture of the state of company-community rela-

tions in Paracatu would require a representative survey of the population. Considering

that this task would be impossible to complete in the two research months in Para-

catu, evidence from a review of two decades of local articles, the winning of various

independent safety awards, certifications, and nominations in Canada and in Brazil,

key informant interviews, and the articles database of a Canadian mining watchdog

NGO, all show that company-community relations have been good throughout the

mine’s lifetime.
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5.2 Explanation of Company-Community Relations

Section 5.1 presented evidence that indicates that Kinross Paracatu’s relations with

the community of Paracatu are indeed healthy. This section draws on further evidence

derived from available data and from field work, and assesses this evidence relative

to the normative criteria developed in section 2.3, to explain why this relationship

is good. Subsection 5.2.1 identifies the contextual characteristics in Paracatu that

may have contributed to harmonious relations, while subsection 5.2.2 identifies the

degree to which Kinross Paracatu adopted ‘best practices’ in community engagement

which might explain harmonious relations. The final subsection, subsection 5.2.3,

summarizes the findings of this section.

The evidence used in this section was generated through various data gathering

methods during the 2009 field season (chapter 3) as well as from the statistical and

historical figures in chapter 4. Like the evidence used in section 5.1 to identify the

state of company-community relations, the evidence drawn upon here offers only a

partial picture of reality. It is known what Kinross Paracatu does (Appendix C), but

its implementation and reception are significantly harder to identify.

5.2.1 Contextual characteristics present in Paracatu

Table 5.2 below identifies the significance of Paracatu’s context in helping to establish

and maintain the state of company-community relations. The table is an expanded

version of the synthesis table presented in subsection 2.3.1, with the addition of an

analysis of the significance of each contextual variable. The presence and evaluation

of the contextual variable is determined through a three-grade system in which a
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check mark (√) represents strong presence and significance of the variable, a check

mark and an ‘x’ (√/×) represent moderate presence or significant of the variable,

and an ‘x’ (×) represents the absence or insignificance of the variable with respect to

Paracatu’s context. These contextual variables are evaluated based on data obtained

through the various field research methods. Each contextual category is explained in

the remainder of this section.

As noted in chapter 2, the literature indicates that a highly diversified economy

can generate conflicts, as communities oppose destructive mineral development given

the availability of other economic activities, and a non-diversified economy can lead to

an economy of dependency and also generate conflict. Paracatu is neither, falling in

between these two extremes and therefore generating a limited probability of conflict.

Further, Kinross Paracatu only employs 7.5% of the workforce in Paracatu. The low

economic and job dominance (8% and 7.5% respectively) as compared to the usual

75% or more highlighted in the literature indicates that Kinross does not dominate the

local economy. The low economic representation of the two most significant sectors

(mining and agriculture, approximately a quarter of the total GDP) further indicates

that Paracatu is resilient to market fluctuations, as its economy is not dominated by a

single industry/sector. The Brazilian mineral royalty regime also gives municipalities

a greater control over the use of royalties, which can be beneficial for municipalities.

While the poverty and inequality rates are moderate and that the mine is wholly

owned by a foreign mining firm, the combination of the above mentioned economic

characteristics work in favour of Kinross Paracatu to generate a significantly positive

economic context in Paracatu.

The same is true with respect to governance characteristics that seem to affect

relations. Paracatu, like the rest of Brazil, possesses a democratic political system.
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The municipality usually holds council and mayoral elections every four years. While

there was a clear male dominance, the 2004 council elections were represented by

fourteen different parties in total consisting of 75 male and 19 female candidates. The

mayoral elections of the same year were represented by two male candidates from two

different parties (TSE, 2010). The current mayor, Vasco Praça Filho (Vasquinho), was

elected in 2004 and reelected in 2009. The reelection of the mayor Vasquinho and the

fact that no incidences of blatant municipal corruption surfaced throughout the field

research season and within any document reviewed are indications that the political

system in Paracatu is stable and that corruption is relatively low. Additionally the

fact that Paracatu’s other most important industry is agriculture and that no land

conflicts have been reported, including during the relocation of locals adjacent to the

mine, indicates that land ownership is clear and laws are effectively abided by. Good

governance and clear control over land and resources in Paracatu has likely promoted

good company-community relations.

The demographic characteristics of Paracatu also aid in the creation of a positive

context that is not prone to conflicts. The population’s age range indicates the pres-

ence of a long-term, established population with a one-to-one gender ratio. Further,

the vast majority of the population is ethnically mixed, with a very low proportion

of inhabitants belonging to a distinct ethnic group (e.g. quilombolas). Ultimately,

the presence of an established, ethnically mixed population leads to a low population

turnover rate in which most of the residents born in Paracatu grow up and stay in

the city.

Where contextual variables in Paracatu are less supportive of harmonious relations

is with respect to service provision. The city has many of the very basic social

services needed in a town of 80,000 people, such as adequate hospital facilities for a
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range of less complex cases. However, in certain circumstances, such as the run-down

state of cultural facilities, the quality of these services is very poor and the capacity

inadequate. Although the city has dramatically improved its infrastructure in recent

years, it still needs substantial development in key areas such as education and the

entertainment and cultural infrastructure.

Another less supportive contextual characteristic is geography. Paracatu is quite

isolated from other major urban centres. This isolation is perpetuated by the mas-

sive farms that surround the city. Although its local transportation links are actually

fairly well developed, Paracatu still lacks an overall comprehensive and efficient trans-

portation network linking the municipality to other regions.

5.2.2 Community engagement ‘best practices’ at Kinross Paracatu

In the previous section, existing data were drawn upon to provide evidence of cer-

tain contextual variables associated with harmonious company-community relations

in mining settings. This section draws upon some of this existing data as well as

data obtained during the 2009 field season to identify ‘best practices’ in community

engagement which might explain the peaceful relations at Paracatu. Table 5.3 below

identifies community engagement practices at Kinross Paracatu in light of the ‘best

practices’ outlined in the relevant literature (Appendix C details a range actual com-

munity engagement practices adopted by Kinross Paracatu in Paracatu). The table

is an expanded version of the synthesis table presented in subsection 2.3.2 with the

addition of an analysis of the degree of implementation of each ‘best practice’ accord-

ing to available data sources. This is not an assessment of whether or not Kinross

Paracatu is ‘good or bad’ but rather an assessment of their practices according to
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what the literature highlights as ‘best practices.’ As with table 5.2, the degree of

implementation is determined through an assessment of each ‘best practice’ within

each ‘best practices’ category based on a three-grade system in which a check mark

(√) represents comprehensive ‘best practice’ implementation, a check mark and an

‘x’ (√/×) represent moderate ‘best practice’ implementation, and an ‘x’ (×) repre-

sents limited or inexistent ‘best practice’ implementation in Paracatu. These ‘best

practices’ are evaluated based on data obtained through the various field research

methods. Each ‘best practice’ category is explained in the remainder of this section.

With respect to stakeholder engagement, Kinross Paracatu’s record on implement-

ing ‘best practices’ is mixed. Kinross Gold defines “engagement” as “a long-term

commitment that requires our strategic participation in a local community’s ongo-

ing efforts to determine its future, from the earliest stages of exploration, through

permitting, development, construction, operation and mine closure” (Kinross Gold

Corp., 2009a). Kinross Gold aims to achieve this engagement through “informed

consultation” with communities. To do so, Kinross follows these five principles: “1)

a process that is inclusive of all affected stakeholders; 2) clear communication of po-

tential project-related risks and impacts; 3) provision of information in the languages

and methods preferred by the affected communities; 4) adequate time and opportuni-

ties for collective decision-making; and 5) proactive exploration of community needs

and opportunities” (Kinross Gold Corp., 2009a). A prominent example highlighted in

Kinross Gold’s 2009 Corporate Responsibility Report as to how Kinross Gold applies

the above principles and effectively engages with stakeholders through informed con-

sultation is through meetings with adjacent communities such as those in Buckhorn,

USA and in Paracatu (Kinross Gold Corp., 2009a).
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The city of Paracatu is comprised of thirty-three neighbourhoods, each having

an association. Each association is represented by a president that is elected by the

neighbourhood, typically on four year ‘mandates.’ The purpose of the associations

is to facilitate the identification of concerns within each neighbourhood and to bring

them to the president so that he or she can in turn take the issues to Kinross repre-

sentatives. These associations were started prior to Kinross’ take-over, but seemingly

not used very effectively by Rio Tinto. Since 2005, though, key informants suggested

that Kinross Paracatu has put forth a significant effort in reviving the neighbourhood

associations in Paracatu and ensuring that they are maintained (e.g. KI #17).

However, even though Kinross Paracatu has played an important role in reviving

the neighbourhood associations of Paracatu, its efforts have largely concentrated on

only engaging with neighbourhoods that are directly adjacent to the mine on a reg-

ular basis through the monthly Sustainable Development Committee meetings, the

only regularly scheduled community meeting. Concentrating efforts on engaging with

communities adjacent to the mine is a good strategy, but some key informants (e.g.

KI #20) felt that the mine should also engage with communities further away from

the mine “because we are just as part of Paracatu as the neighbourhoods close to the

mine.”

As mentioned, Kinross Paracatu meets with presidents of the most affected neigh-

bourhoods on a regular basis. These are the neighbourhoods located in the north of

the city, closest to the mine (figure 4.1): Alto da Colina, Bela Vista II, Amoreiras

II, Esplanada; plus other communities that are adjacent to the mine but not in the

official city limits: São Domingos, Santa Rita, Lagoa de Santo Antônio and Santo

Eduardo. These neighbourhoods and communities adjacent to the mine form the

Sustainable Development Committee (Comitê de Desenvolvimento Sustentável - the
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‘Committee,’ also referred to as the ‘Stakeholder Committee’ in Kinross Gold’s Cor-

porate Responsibility reports), which meets with Kinross representatives at least once

a month to discuss the status of projects involving the mine and the mine expansion,

and to address concerns regarding other daily mine impacts (e.g. detonations; KI

#3). These peripheral neighbourhoods are usually the poorest, and by far the most

affected by daily operations (KI #14, 15, 19, FG).

The author was present in one of the Committee meetings, on 13 August 2009

(figure 5.1), where at least one representative of the previously mentioned neighbour-

hoods was present in addition to three Kinross Paracatu employees. Various issues

were discussed in the meeting, the most prominent being further details regarding the

expansion project, the preliminary results from an independently hired engineering

firm that assessed the impacts of the mine detonations on nearby houses, a discussion

of the final stages of a new project that will train community volunteers who will ac-

company Kinross staff and teach them how to measure and produce the data obtained

from measuring stations (water, dust, noise, and vibrations), and an opportunity for

community representatives to voice their concerns.

During this meeting, all participants (including the author) were given a folder con-

taining various documents, the most important of which being two reports containing

the environmental monitoring (water and air quality, and seismic and noise levels)

and contributions to the economy (local, state, national, and international) for the

periods of June and July of 2009, with most measurements and contributions being

presented in time-series format including past measurements over the years.
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Figure 5.1 Sustainable Development Committee meeting. Source: Author.
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Kinross Paracatu also holds other meetings with other neighbourhoods not part

of the Committee when needed (e.g. to discuss the expansion project). For example,

from January to the end of August of 2009, there were 49 visits to the mine by various

institutions to learn about the tailings pond or the mine’s activities, 32 complaints,

questions or general comments, and 45 meetings with the community (Coelho, 2010,

personal communication). Aside from the Seminar of Partnerships (more below),

the meetings with the Committee are the primary means of regularly engaging with

affected stakeholders. This is evidence that Kinross Paracatu actively engages with

the community.

Kinross Paracatu knows precisely all stakeholders that could affect its operations,

and by default all communities that are directly impacted (e.g. KI #1). It knows ex-

actly who surrounds them and where they should be concentrating their engagement

efforts. It also strives to maintain some form of dialogue with its stakeholders, even

if not on a regular basis, so that Kinross Paracatu can understand the community’s

concerns.

However, several key informants, including some members of the Committee,

stated that Kinross Paracatu is very good at listening and understanding their con-

cerns, but that the mine does not always address their concerns (e.g. KI #2, 4, 5,

9, 11, 18, FG). When the mine does respond, it is after substantial delays. While

it effectively understands the community’s concerns, it fails to deliver results in an

efficient manner. There is evidence, though, that indicates that Kinross Paracatu is

responsive in some instances. For example, the relocation of locals living close to the

active mining site (mostly those in the Amoreiras II neighbourhood) is a remarkable

illustration of the mine going great lengths to ensure that these locals are moved to

an area far away from the mine. Some key informants stated that the Kinross Para-
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catu paid significantly higher prices for these locals’ homes so that they could pursue

appropriate living arrangements that were not impacted by the mine and that their

living conditions were the same or better than before (e.g. KI #3, 5, 8, 14, 19).

Another example of the mine addressing complaints regards the local environmen-

tal impacts such as noise and dust (e.g. KI #2, 4, 11, 18). Company officials stated

that they have worked with the community to decrease the amount and intensity of

dynamite explosions. Perhaps more importantly, SUPRAM-NOR officials (the en-

vironmental permitting agency responsible for Paracatu) stated that they received

complaints that the mine was contaminating local water courses with arsenic. After

government and company inspections, it was determined that all tailings and other

contaminated materials are restricted to the mine’s property and that there is no

proven downstream contamination of any water bodies by either arsenic or cyanide

(KI #3, 6). Hence, while there are some health and environmental concerns within

Paracatu, they are mostly local (i.e. noise complaints tend to be more frequent from

neighbourhoods close to the mine) and are being effectively addressed by the mine.

The stage at which the mine shares information with the community regarding

their activities and projects varies. For example, community investments/projects

tend to involve community members from the very beginning, whereas projects that

are more related to the mine’s internal operations are presented to the community

after being designed and sometimes after being implemented. A prime example of

a two-way participatory project is the Seminar of Partnership (more below), which

allows the community itself to choose projects to be funded by the mine. In contrast,

an example of a one-way informative project is the expansion of the mine, in which

the mine largely informed the community of what was inevitably coming. Although

Kinross Paracatu made use of engineers and other professionals to deliver its message
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in the latter case, there was a significant amount of confusion among the community

members given the language used, a lack of understanding about the project, and a

poor responsiveness regarding the concerns raised by the community (KI #4, 7). Fur-

ther, particularly with respect to the expansion project, some key informants felt that

Kinross Paracatu failed to: 1) involve the community earlier in the project’s stage; 2)

ask the community’s opinion regarding the expansion and potential mitigation mea-

sures; 3) explain the project in a non-technical language; and 4) promote a two-way

dialogue with the community (participatory communication) rather than simply in-

forming them of the project (e.g. KI #4, 11, 15, 18, 20). Although this does not

apply to all projects, as previously mentioned the degree of community involvement

varies according to the type of project, this example shows that mine managers were

not transparent and clear about the biggest expansion project to date, and failed to

involve the community at earlier stages. However, Kinross Paracatu did conduct some

baseline studies on the impact of the expansion, and these baseline studies included

environmental, social and economic impacts that the project is likely to have.

Lastly, at the time when data was collected, the mine had a closure plan. However,

this closure plan was very outdated, and a new closure plan was being drafted to take

the expansion project into considerations. Based on key informants interviews (e.g.

KI #3, 6), review of company and SUPRAM documents, and participant observation,

community involvement in the drafting of this closure plan is very limited. Addition-

ally, it is unknown if this new plan will be flexible enough to allow for changes in the

future.

Similar characteristics are seen with respect to information and communication.

Here too the degree to which Kinross Paracatu implements ‘best practices’ does not

quite match the those highlighted in the literature. Kinross Paracatu utilizes a se-
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ries of mechanisms to disseminate information regarding its activities, projects, and

general investments in the community. Examples of these mechanisms include TV

commercials and documentaries (e.g. Everything you wanted to know about cyanide,

a short documentary featured in the local TV station, TV Paracatu), print ads on

the local newspaper O Movimento (e.g. see figure 5.2), billboards across the city,

various forms of sponsorships (more below), a daily radio show in a local radio sta-

tion, and others. Kinross Paracatu also has a hotline, Canal Aberto (Open Channel,

number +55 (38) 3679-1051), allowing anyone to call in and provide suggestions, ask

questions and make complaints at any time. From Monday to Friday between 8AM

and 5PM, this hotline is directly connected to community relations managers, with

a supervisor always on duty at any other time. Further, its corporate websites are

saturated with reports on Kinross’ global operations, such as the 2009 Corporate

Responsibility report (see Kinross Gold Corp., 2009a).

Kinross Gold features a video in its Corporate Responsibility website section

(“http://kinross.com/corporate-responsibility.aspx”) in which many of its employ-

ees and members of the community in Kinross’ global operations discuss Kinross’

openness, willingness to talk and continuous public consultation. Not surprisingly,

Kinross Paracatu also holds several meetings with stakeholders. As described previ-

ously, Kinross Paracatu regularly meets with the Sustainable Development Commit-

tee, and hosts a number of other community meetings. Although the 13 August 2009

Committee meeting was very open in terms of Kinross employees explaining the issues

at hand in detail, the flow of information was predominantly one-way. The meeting

served mostly as a means of informing the community rather than promoting a dia-

logue between employees and stakeholders, even though there was time in the end to
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Figure 5.2 Print advertisement in the local press showing Kinross Paracatu’s
investment in a computer lab. Source: O Movimento (2009).
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ask questions. The mere set up of the room is not conducive to true engagement (see

figure 5.1), as there is a clear power divide in which Kinross employees are always in

control of the meeting and of who talks and who does not.

Some key informants stated that community meetings are too formal (KI #20).

Usually, this implies that, although there always are opportunities for the community

to ask questions, the flow of information is one-way and informative rather than

two-way and participatory. However, some presidents of neighbourhood associations,

especially those close to the mine, reported that mine managers are very approachable,

such as in a particular case in which a community member stated that managers will

often “drop by my house from the mine to talk about any issues over coffee, whenever

I call, even when call collect from my cell phone” (KI #14).

Additionally, the dissemination mechanisms highlighted earlier were perceived by

some key informants as mere marketing tools (e.g. KI #1, 4, 18). Some key in-

formants invoked the Rico Creek revitalization project as one of the least successful

examples and one that has been prominently featured on billboards across the city,

TV commercials, newspaper ads, and even on T-shirts distributed to community

members. The project is also featured in Kinross Gold’s CSR report (Kinross Gold

Corp., 2007). The main concern raised here is that years after the announcement of

the revitalization of the Rico Creek, nothing has been done about it, even after so

much advertisement by Kinross Paracatu. This is not to say that Kinross Paracatu

is being misleading, but it is not being accurate its advertising.

Kinross Paracatu’s program to bring community members to measuring stations

with employees and train them to read instruments, interpret data, and produce

graphs, as discussed previously, is an example of how Kinross Paracatu has tried to
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involve the community in the mine’s daily operations. However, this program is still

in its infancy and is very selective of who can participate - currently only one or two

representatives of each adjacent neighbourhood.

Ultimately, Kinross Paracatu fails to adopt information and communication ‘best

practices.’ Although Kinross Paracatu utilizes a series of mechanisms to disseminate

information about its operations and projects, it does not actively promote a two-

way dialogue with its stakeholders, preferring to simply inform its stakeholders about

its projects rather than seeking their active participation and involvement from the

start. Further, as exemplified by the manner in which it has handled its biggest

expansion project thus far, Kinross Paracatu does not always provide accurate, clear,

and up-to-date information about its projects at early stages.

Perhaps the most effective, and certainly the most visible, community engagement

practices used by Kinross Paracatu that seem to follow ‘best practices’ are those

that fall within the financial contributions category. Kinross Paracatu has a series

of community projects at several stages of implementation, ranging from training

employees, to revitalizing the Rico Creek, on top of the payment of royalties, taxes,

and other services as a consequence of its operations.

The financial contributions from Kinross Paracatu in the year 2008 are highlighted

in table 5.4. Since the data in table 5.4 were supplied in Brazilian currency (Reais,

R$), they were converted to Canadian dollars at a rate of R$1 = $0.575091.

Of the total taxes and royalties amount in 2008, the municipality received $1,163,424

from CFEM alone, and a total of $816,061 was provided for social investments and

philanthropic donations. Considering that the municipality’s GDP in 2008 was ap-

proximately $405 million, Kinross Paracatu was directly responsible for roughly 8%
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of the municipality’s economy. Further, Kinross Paracatu, in 2007, directly employed

1,165 people, plus an estimated 1,850 indirectly with an additional 3,853 people who

were reported to have benefitted from the activities of the mine (Caramello, 2009).

Kinross Paracatu therefore directly employed roughly 1.5% of the population in 2007.

All these economic figures and employment numbers are expected to significantly in-

crease once the expansion project is completed in late 2010.

A concern raised by key informants was that the higher paying jobs within the

mine are usually given to non-locals (KI #4, 9). Considering that higher education

is expensive in Paracatu due to the fact that it is privately owned, and the infancy of

professionalizing programs in mining/mining engineering in the city, it is not unusual

that Kinross Paracatu would search for highly skilled labour elsewhere. However, the

vast majority of employees (not including those hired for the construction phase of

the expansion project) are locals.

Kinross Paracatu is actually attempting to change this scenario through the im-

plementation of various projects. In 2006, 1,795 opportunities for internal training

were offered, ranging from health, safety and environmental training and other pro-

fessionalizing programs. In total, Kinross Paracatu spent 36,777 hours and $313,206

in such projects in 2006 (Kinross Brasil, 2007). Externally, the company is contin-

uously implementing projects to build capacity in the community, especially those

within adjacent neighbourhoods, but this capacity building tends to focus more on

producing blue rather than white-collared opportunities (KI #3).

Further, with the recent growth of the local private university, FINOM, and the

very recent creation of a degree in mining engineering, and considering the expansion

of the mine until 2040, Kinross Paracatu and FINOM have a unique opportunity to
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partner up and develop a professional program that could train prospective employees

locally.

The most prominent financial contribution and community engagement practice

employed by Kinross Paracatu is the Seminar of Partnerships. Having started in 1992

by Rio Tinto as a response to the growing expectation that the mine should be doing

more for its host community, the Seminar of Partnerships has grown to its current form

and is by far the most anticipated investment from Kinross Paracatu. The Seminar

of Partnerships today is an annual event in which the community meets and votes

on how to allocate the funds provided by the mine. The community itself presents

and votes on projects showcased during the seminar, and funds are split according to

such decisions. Kinross Paracatu has no formal role in the decision-making process

- the community has full ownership over the evaluative criteria, potentially allowing

for the community itself to identify its needs and allocate funds accordingly. In 2006,

the total amount made available was approximately $115,000 (KI #3).

As much as the Seminar of Partnerships attempts to be democratic and inclusive,

some community members are severely critical of the process, stating that bigger

organizations have ‘figured out’ how to get the funds and that Kinross removes itself

from the seminar and essentially puts the community in a ‘fighting arena’ and let

them duel for funds that in the end are so small to the point of being insignificant

(KI #4, 12, 15). The latter seems to be a recurring problem as it was highlighted by

various key informants that the funds from the Seminar of Partnerships is ‘pulverized’

in order to maximize the number of projects that receive funding, but at the expense

of others that in the end do not meet their objectives due to the lack of money (KI

#4, 7, 16).
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A key initiative started by Kinross Paracatu to precisely address the lack of follow-

up in many of its projects and tackle the many deficiencies of the Seminar of Partner-

ships is its recently forged partnership with a local social, educational and cultural

NGO, Fundaçao Conscienciarte. Through this partnership, Kinross Paracatu hopes

to develop indicators to assess the effectiveness of its various programs in order to

ensure that they meet the objectives they were set out to achieve. By partnering with

a local NGO, Kinross Paracatu also hopes to improve local capacity and expertise in

project evaluation. The Seminar of Partnerships should be one of the first community

investments to be evaluated, and significant changes are expected.

Another project that is prominently featured in various corporate social responsi-

bility reports (e.g. Kinross Brasil, 2007; Kinross Gold Corp., 2007) is the creation of

a biscuit factory in São Domingos, a quilombola settlement/neighbourhood (see fig-

ure 5.3). Kinross Paracatu, in 2006, provided the community with three installments

of about $11,500 over three years to build a small factory, equip it with a kitchen, and

allow the communities to purchase supplies in order to provide thirty families with

the opportunity of utilizing traditional biscuit recipes to be sold for a profit, thereby

allowing these families to have a modest source of income.

The revitalization of the Rico Creek is another prominent project featured in cor-

porate reports and throughout the city. The Rico (Rich) Creek has a great historical

significance for the local populace because that is where gold was first found by the

first frontiersmen (Gonzaga, 1910). However, today it is severely degraded and silted

due to household waste and sewage dumping, and traditional mining techniques used

in the past. Kinross Paracatu has announced a project that will integrate landscaping
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Figure 5.3 São Domingos candy and biscuit factory. Source: Author.
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and environmental restoration with multi-sport courts, pools and other recreational

facilities. Although the project had not yet been started by the end of the field sea-

son, environmental impact assessments had been conducted in order to determine if

it were less damaging to leave the mercury in the sediments as they are or to remove

them. Kinross Paracatu is investing $1.7 million in the restoration of the creek over

two years starting in 2008 (Kinross Gold Corp., 2007).

Other projects include Kinross Paracatu’s partnership with the municipal gov-

ernment to build a new hospital wing, increasing the number of hospital beds and

emergency services; and the family agriculture project, in which Kinross Paracatu

helped lower income families near the tailings pond to manage their properties and

wells to create small irrigation systems, and the donation of equipment for the growing

of pigs and poultry.

Ultimately, in terms of financial contributions, Kinross Paracatu seems to employ

the ‘best practices’ suggested in the literature. Although higher paying, specialized

jobs are usually given to non-locals, the majority of employees are from Paracatu.

Further, Kinross Paracatu supports a myriad of community affairs and the local

economy by investing in community projects (e.g. through the Seminar of Partner-

ships) and through the purchasing of as many local goods and services as possible.

Lastly, Kinross Paracatu has created and encouraged its employees to participate in

several internal educational programs. Although Kinross Paracatu does not currently

support city-wide educational programs, it is slowly branching out by first focussing

on developing capacity in lower-income communities.

With respect to corporate attitude, here too Kinross Paracatu’s practice is up

to par with ‘best practices’ suggested in the literature. Kinross Paracatu’s general
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attitude towards its stakeholders, particularly the populace of Paracatu, is respectful.

Mine managers show a willingness to go remarkable lengths to ensure that no conflicts

arise and that the population and the mine are at peace. A prime example of this con-

cern for the community, as previously mentioned, was the relocation of residents near

active mining sites, particularly in the Amoreiras II neighbourhood. Residents that

accepted Kinross Paracatu’s proposal to buy their properties were paid significantly

more for their houses than what they were worth in the market. When specifically

asked about these relocations, key informants that were aware of them stated that

the relocations were very peaceful and there were no issues (e.g. KI #5, 6, 8, 14,

19). It was surprising to discover that many residents were voluntarily putting their

houses up for sale seeing that they could get a good return and potentially build a

better house elsewhere (KI #19). The purpose of these relocations was to create a

buffer zone to minimize the impacts of the detonations, noise, dust, etc., through the

planting of trees and subsequent isolation of the mine from the closest houses (KI

#3).

The laws governing mineral operations in Brazil and in the state of Minas Gerais

are quite clear, and environmental assessment procedures, as previously described

(section 4.1), are quite stringent. Aside from acquiring routine governmental permits

and a ‘social license to operate,’ perhaps the biggest hurdle that must be surpassed

when it comes to mineral operations is the securing of land. Although Kinross in-

herited Rio Tinto’s property, it recently hired a Land Administration Manager to

coordinate the purchasing of surrounding land (mostly farms) as part of the expan-

sion project. Through informal conversations with mine personnel and community

members, and participant observation, it seems that the negotiations to acquire the

land have been peaceful. However, up until the end of the research season, there were

four farmers that had not agreed to sell their lands. Although the land in question
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is largely unused, farmers seemed to be taking advantage of the fact that the new

tailings pond cannot be moved elsewhere and are asking for severely inflated prices

for their properties.

As previously mentioned, although there are no aboriginal communities in the

region, the population of quilombolas is quite significant. Of the three settlements

and neighbourhoods with the largest percentage of quilombolas, two are represented

in the Sustainable Development Committee: São Domingos and Santa Rita. The for-

mer actually has an additional association on top of the neighbourhood association:

Association of Quilombolas. Both take part in the monthly meetings with Kinross

Paracatu. A further example of Kinross Paracatu’s efforts to make sure that minori-

ties are respected and included is the fact that it ensured the participation of at least

one quilombola in the environmental impact assessment meeting in the nearby city of

Unáı on 23 August 2009, when the new tailings pond and the other components of the

expansion project were approved. The president of São Domingos’ Neighbourhood

Association was picked up from her house and driven by bus from the mine, along

with mine employees, to the SUPRAM-NOR meeting in Unáı, about an hour away.

Perhaps the community member who is least in favour of Kinross Paracatu’s

presence in the city is, again, Sergio Ulhoa Dani, a well educated doctor who was

in Germany at the time of the field research and still resided there at the time of

writing. Although diverging stories were told, the most common tale seems to be

that Dr. Dani used to receive funds from the mine for the implementation of his

projects. When Kinross Paracatu decided to stop funding his supposedly private

projects with little benefits to the city, he decided to take revenge on the mine and

started to gather public support by indirectly stating that Kinross Paracatu was,

among other things, polluting the region’s water courses with arsenic. Although not

101



conclusive, Dr. Dani’s tactics highlight all the negative impacts of mining (e.g. the

effects of arsenic poisoning), without actually blaming Kinross for polluting anything.

When asked about the issue, a government representative stated that technicians from

CETEC (Technologic Centre Foundation, a state agency) measured the water quality

at various locations around the mine and found no evidence of contamination.

Dr. Dani is discussed here not only to document the presence of a very strong

and negative voice in the community but also to illustrate how Kinross Paracatu

reacts to Dr. Dani’s accusations. A Kinross employee stated that Kinross’ head office

instructed managers not to take any action against Dr. Dani and instead let him ‘run

free.’ To a certain extent this is to prevent any conflicts, but it has also resulted in a

slow decline of followers, numbering at most to a couple of dozens now. An interview

with Dr. Dani was attempted, but without any success.

Key informants stated that Kinross Paracatu is always present when it comes to

sponsoring events (e.g. KI #1). One key informant reported that “Kinross knows

how to party” (KI #17), and is always providing some sort of help to promote events,

even if only arranging the music (KI #20). An example of this is Kinross Paracatu’s

partial sponsorship of the biggest event in the region, ExpoParacatu, which in 2009

occurred during the field visit and featured a concert with a national icon. During the

event, Kinross Paracatu had a booth manned by high ranking staff and containing

several informative videos, pamphlets and a full size mock up of the mine and the

proposed expansion project.

Kinross Gold’s corporate structure is also helpful in ensuring that its foreign op-

erations are, at the very least, sensitive to their respective cultures. This is because

Kinross Gold has a regionalized corporate structure, meaning that, in the case of
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Paracatu, Kinross Brasil has almost complete control over the Brazilian operations.

Since Kinross Brasil almost exclusively employs Brazilians, including the president of

Kinross Brasil, its personnel is conscious about their cultural setting.

Lastly, as already highlighted, Kinross Paracatu is ISO14001, SA800, and OHSAS18001

certified, a signatory of the International Cyanide Management Code, and a disclosing

company in the Carbon Disclosure Project. Another example of a more local third

party audit is the previously discussed assessment of houses surrounding the mine for

any damages resulting from the daily blasts that occur in the mine. This assessment

was conducted by an independent engineering firm, and the preliminary results were

shared at the 13 August 2009 Sustainable Development Committee meeting. At the

time, it was concluded that cracks and other structural damages were caused by the

use of poor quality material in the construction of the houses.

Overall, Kinross Paracatu has a very positive corporate attitude towards its stake-

holders. It understands its local environment and culture, acts in a respectful manner,

particularly with respect to minority groups such as the quilombolas. It also allows for

periodical third party assessment of its activities and impacts through organizations

such as the International Organization for Standardization.

5.2.3 Summary of findings

Considering the analyses presented in the previous two subsections and the scores

shown in tables 5.2 and 5.3, it can be seen that in the case of Kinross Paracatu, the

healthy company-community relations seem to be mostly a consequence of a positive

situational context. This is not to say that Kinross Paracatu does not implement

any community engagement ‘best practice,’ but that what it does seems to play a
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lesser role in establishing harmonious company-community relations considering the

role of its situational context. Figure 5.4 illustrates the place if Kinross Paracatu in

the spectrum of ‘best practices’ in community engagement and the significance of the

situational context. This figure is adapted from figure 1.1, in section 1.2.

Figure 5.4 Representation of Kinross Paracatu’s place within the context
and practice spectrums in light of findings

The placement of Kinross Paracatu in figure 5.4 in light of the ‘expected case’

(figure 1.1) is explained by the scores awarded in the two previous subsections within

this chapter. In subsection 5.2.1, it was shown that the economy, governance, and
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demography of Paracatu have a strong influence in promoting harmonious relations,

whereas the provision of services and the geographic location of the city have a mod-

erate significance. In subsection 5.2.2, it was shown that Kinross Paracatu excelled

in implementing comprehensive financial and corporate attitude practices. However,

Kinross Paracatu showed a moderate implementation of stakeholder identification

and engagement practices and a significantly limited implementation of information

and communication practices.
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CHAPTER 6

RESEARCH SUMMARY AND CONTRIBUTIONS

6.1 Summary

Mineral extraction projects in the global South have significantly increased following

the implementation of liberal economic policies in the past three decades. This rapid

influx of mostly Northern mineral developers, while permitted by local governments,

has generated some significant community opposition (Evans et al., 2002; Kapelus,

2002; MacDonald and Gibson, 2006). For example, Manhattan Minerals in Peru

and Meridian Gold in Argentina were both forced to abandon highly lucrative and

government-approved projects due to opposition from impacted communities (Min-

ingWatch Canada, 2003; MacDonald and Gibson, 2006; World Resources Institute,

2007).

Partly as a response to the increase in conflicts between mining firms and commu-

nities, the mining literature has been saturated with suggestions as to what companies

‘should do’ to improve their community relations (e.g. Waddock et al., 2002; ESMAP,

World Bank and ICMM, 2005; Jenkins and Yakovleva, 2006; Porter and Kramer, 2006;

Esteves, 2008). While this literature is welcome, it suffers from three limitations: 1)

its suggestions are generated for cases of conflict rather than cases of peace; 2) little

attention has been paid to the role of context; and 3) the literature includes little

empirical evidence of which community engagement practices work and which do not.
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This thesis has sought to respond to these limitations based on a case study of Kinross

Paracatu in Brazil.

Kinross Paracatu, a Brazilian subsidiary of Kinross Gold Corp., headquartered

in Toronto, Canada, owns and operates a large open-pit gold mine in the city of

Paracatu, Brazil. Considering its size, proximity to the city, and the fact that it has

not experienced any conflicts since its opening, it served as an ideal case study to

address the three aforementioned limitations.

Ultimately, this thesis aimed to explain the state of company-community relations

in the mining sector by identifying the significance and effectiveness of: 1) company

practice in community engagement; and 2) the situational context in which a mine

operates. In other words, Kinross Paracatu was used as a case study to explain

why company-community relations are healthy. Is this positive relationship a result

of company practice or is it a matter of the situational context in which the mine

operates?

The above aim was achieved through three main objectives. These objectives were

to:

1. identify community engagement ‘best practices’ and contextual determinants of

good company-community relations as suggested in the community engagement,

resource conflict, and company/resource town literatures;

2. identify the state of company-community relations in Paracatu; and

3. explain company-community relations in Paracatu through reference to both

community engagement practices adopted by Kinross Paracatu and contextual

variables present in the city.
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In chapter 2, a literature review of the main topics in mining relevant to this thesis

was presented. Chapter 2 also synthesized the resource conflict, company/resource

towns, and community engagement literatures. These syntheses served to identify: 1)

the contextual variables that are typically associated with harmonious mining com-

pany and host community relations; and 2) community engagement ‘best practices’

in the mining industry. The syntheses were then used in chapter 5 to make sense of

the state of company-community relations in Paracatu.

Chapter 3 described the field research methods, comprised of reviews of several

documents, key informant interviews, a focus group, and participant observation.

Together with chapter 2, the field data formed the basis for the case study background

and analysis chapters (4 and 5 respectively). Chapter 4 provides a comprehensive

background on mining in Brazil, the study area (Paracatu), and on Kinross Gold’s

global and local Paracatu operations.

In the first part of chapter 5, it was confirmed that indeed company-community

relations are healthy and have been since the creation of the mine (section 5.1). In the

second part of the same chapter (section 5.2), the literature syntheses were combined

with field research evidence to explain the harmonious relations between Kinross

Paracatu and the impacted community. It was shown that: 1) Kinross Paracatu

enjoys a very positive situational context, enabling Paracatu to escape the pitfalls

that many resource towns experience and preventing conflicts over resources while at

the same time allowing for a large-scale mine to operate in the city; and 2) Kinross

follows many of the prescribed ‘best practices,’ but that healthy relations largely due

to Paracatu’s situational context.
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6.2 Contributions

This research contributes to the mining literature in that it argues that the situational

context in which mining companies operate might be just as relevant, if not more

important, than a company’s community engagement practices in determining the

state of company-community relations. That is, this thesis responds to a limitation

in the literature that does not take into consideration the role played by context in

establishing healthy company-community relations.

Additionally, this thesis provides a concise synthesis of the most relevant commu-

nity engagement ‘best practices’ and of the contextual characteristics that typically

lead to good mining company and host community relations. Both syntheses are

based on a review of the scholarly and grey (industry, NGO and government gener-

ated) literatures. The syntheses effectively enrich the mining literature by providing

an ‘elegant’ summary of the highly prescriptive community engagement literature as

well as a summary of the key contextual characteristics that tend to lead to peace-

ful relations. These syntheses can also be successfully translated to current industry

practice. For example, the syntheses can be used in assessing the degree in which

mining firms implement community engagement ‘best practices’ and the degree in

which the situational context could influence operations. Operations can then be

changed to tailor deficiencies in engagement and/or to address contextual variables

that negatively impact company-community relations.

Kinross Paracatu’s case showed that company-community relations can be achieved

in a situational context that is not entirely supportive and when community engage-

ment ‘best practices’ are not all fully implemented. It must be realized that, however,

both the situational context and engagement practices are not static overtime, and
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constant assessments should be performed. Regardless, in practice, mining firms

should be aware that both company practice as well as the situational context can

play a role in determining the state of their relations with host communities. In some

instances, companies could actually take advantage of an unfavourable situational

context to actually alter their practices in order to create a positive, supportive con-

text ultimately benefitting both the company and the local populace. For example,

through their financial contributions and community projects, a company can fuel

the diversification of a local economy that is largely dependent on the mine.

Although the methodological contributions of this research were not as significant

as the above contributions, it is worth highlighting that the combination of established

social research techniques was resourceful. Gauging community opinion in a town of

80,000 is difficult, and this thesis demonstrated an effective way of circumventing this

issue by providing a partial, but reliable picture of the state of company-community

relations in Paracatu and an explanation of these relations.

6.3 Limitations and Further Research

This research presented herein was limited in a number of ways. First, gauging

community opinion in a town of 80,000 people is an inherently difficult task. In an

ideal case, all 80,000 people and their opinions would be identified. Since this is

essentially impossible, and even surveying of a representative sample was untenable,

this research relied heavily on key informant opinion, that is, opinions of specific

interviewees that were deemed to be representative of broader groups of people within

Paracatu. A major drawback of this approach is that some voices were not heard. To

avoid the exclusion of significant groups, considerable effort was put into interviewing
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community members representing different groups, such as neighbourhoods, local

NGOs, local industry and government.

Perhaps one of the most significant limitations was the fear that some participants

might have had when speaking negatively about Kinross. It was not uncommon for

participants, or someone close to them, to be in some way dependent on Kinross Para-

catu. For this reason, some participants might have been reluctant to portray Kinross

in a negative way in fear of unintentionally bad repercussions to them or their loved

ones. Even following the University of Guelph’s research ethics guidelines on research

on human subjects, having an interview protocol approved by the ethics board, and

that the company had a healthy relation with the community, it is inevitable that

there might have been some fear of speaking up against Kinross Paracatu.

Additionally, drawing lessons based on a single case study is always problematic.

In order for a more comprehensive assessment of the significance of the situational

context and of a company’s community engagement practices in establishing and

maintaining peaceful company-community relations, more case studies are needed,

ideally leading to the establishment of a representative database of cases. This could

enable a fuller testing of the syntheses of community engagement ‘best practices’ and

the contextual variables that are thought to promote harmonious relations.

It would be particularly interesting to explore cases in which a company behaves

badly or had a major accident happen (e.g. the failure of a tailings pond’s dam).

In these cases, regardless of context, company-community relations could be almost

entirely determined by company action following an incident. A rich diversity of

case studies would create a more nuanced analysis and theoretical base that identifies

the degree of company practices in light of their corresponding situational contexts.
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It would also help to more accurately differentiate the actual roles of practice and

context in establishing healthy company-community relations. For example, Kinross

Paracatu might actually be creating a positive context through its practices, thereby

rendering its practices more signicant than the situational context.

Ultimately, the theoretical contributions of this research on company-community

relations can be strengthened through the adoption of additional case studies. This

would not only refine the theoretical framework and test its applicability and validity,

but also provide a rich database of case studies, and more accurately differentiate the

roles played by company practice and the situational context.
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von Below, M. (1993). Sustainable mining development hampered by low mineral

prices. Resources Policy, 19(3):177–181.

Waddock, S., Bodwell, C., and Graves, S. (2002). Responsibility: The new business

imperative. Academy of Management Executive, 18(2):132–148.

WCED (1897). Our Common Future: Report of the World Commission on Environ-

ment and Development. Oxford University Press, London.

Weaver, D. (2005). Sustainable Tourism. Butterworth-Heinemann, Oxford.

Weinthal, E. and Luong, P. (2006). Combating the resource curse: An alternative

solutions to managing mineral wealth. Perspectives in Politics, 4(1):35–53.

White, A. (2005). Fade, integrate or transform? The future of CSR. Business for

Social Responsibility.

Whitmore, A. (2006). The emperors new clothes: Sustainable mining? Journal of

Cleaner Production, 14:309–314.

128

http://www.tse.jus.br/internet/eleicoes/2004/part_sexo_blank.htm
http://www.tse.jus.br/internet/eleicoes/2004/part_sexo_blank.htm


World Bank and International Finance Corporation (2002). Large mines and local

communities: Forging partnerships, building sustainability. “http://siteresources.

worldbank.org/INTOGMC/Resources/largemineslocalcommunities.pdf”.

World Resources Institute (2007). Development without conflict: The business case

for community consent. “http://pdf.wri.org/development without conflict fpic.

pdf”.

Wright, G. and Czelusta, J. (2004). The myth of the resource curse. Challenge,

47(2):6–38.

Yin, R. (2005). Case Study Research: Design and Methods. SAGE Publications,

Thousand Oaks, CA.

129

http://siteresources.worldbank.org/INTOGMC/Resources/largemineslocalcommunities.pdf
http://siteresources.worldbank.org/INTOGMC/Resources/largemineslocalcommunities.pdf
http://pdf.wri.org/development_without_conflict_fpic.pdf
http://pdf.wri.org/development_without_conflict_fpic.pdf


APPENDIX A

MOST COMMONLY SUGGESTED COMMUNITY ENGAGEMENT ‘BEST

PRACTICES’

As illustrated in previous sections of this thesis (e.g. section 1.3), the mining lit-

erature is saturated with suggestions as to what companies ‘should do’ in order to

establish and maintain good relations with the communities they operate in. This ap-

pendix details the most commonly suggested community engagement ‘best practices’

in the academic, industry, government, and non-governmental organization (NGO)

literatures published from January 1996 to August 2009. Articles and reports were

obtained from internet and scholarly search engines using key words such as “com-

munity engagement,” “best practice,” and “mining.” These documents were then

screened for relevance, resulting in a total of 72 total documents, of which twenty-two

were from the industry, eighteen academic, eighteen NGO, ten government, and four

were from socially responsible investment companies. These documents were further

reviewed with the purpose of identifying ‘best practice’ recommendations. These

recommendations were grouped into ten categories, where the frequency of each rec-

ommendation (i.e. the number of times a recommendation appeared in a document)

was identified. Table A.1 summarizes these findings by identifying the main sugges-

tions and the subcategories within these suggestions, and the frequency of which they

appear in the literature. These results are adapted from Bradley (2009).
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Table A.1 Most suggested community engagement ‘best practices’ in the
mining literature

Practice Frequency (count)

Stakeholders
Define the characteristics and goals/values of stakeholders to determine levels
of interest in the project

27

Contact community before planning and gather views/issues 26

Continue proactive engagement throughout the project 25

Understand and work with community institutional, governmental, social struc-
tures

15

Allow adequate time for the community to effectively engage 14

Assess and respond to community concerns 11

Identify all stakeholders 8

Contact various sources (government, other companies, communities etc.) to
identify other relevant stakeholders

5

Recognize that stakeholders are dynamic and changing over time 5

Ensure marginalized groups are accounted for in project 5

Ensure those claiming to represent community interests are actually doing so 4

Use community input to develop project timeframes 4

Ensure dominate voices are not the only ones heard 4

Determine if more than one community will be affected 3

Total 156
Assessments

Perform impact assessments that include the social, environmental and eco-
nomic impacts of project

15

Allow for community input into environmental assessments 10

Perform baseline studies 10

Perform ongoing social impact assessments with community input 7

Perform gender performance audits 3
Continued on next page. . .
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Table A.1 – Continued

Practice Frequency (count)

Total 45
Planning

Develop a mine closure plan which is available to the community 17

Ensure flexibility in consultation and plans so that changes can be made ac-
cordingly to dynamic conditions

12

Develop a community relations or communication plan 10

Create a community development plan 6

Respect community right to be included in the planning process 5

Develop a strategy program 4

Employ land use planning 3

Total 57
Conflict and resettlement

Develop methods of conflict resolution before conflicts arise 8

Resettled communities must be better off than before movement 6

If conflicts can not be resolved an independent third party may be necessary
to mediate

6

Ensure both parties agree on conflict resolution process 6

Resettlement not permitted without community consent 6

Avoid areas of high conflict 5

Avoid resettlement whenever possible 3

Avoid policies that further divide community 3

Total 43
Information and engagement mechanisms

Ensure community has access to accurate information about the project 30

Open, transparent, two way, direct dialogue 28

Understand the capacity of stakeholders to participate in engagement and en-
sure that the community understands the engagement process

21

Continued on next page. . .
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Table A.1 – Continued

Practice Frequency (count)

Recognize that engagement must vary between communities 15

Set realistic expectations/objectives/goals that are made clear the community 14

Arrange meetings with the community so that they may openly express con-
cerns

14

Clearly outline lines of communication and responsibility 13

Ensure that company leaders are involved with engagement and available to
community leaders

13

Agree on the engagement process 10

Ensure the right people are consulted through appropriate means, includes
contacting other groups/companies/government

7

Provide information concerning employment opportunities 6

Use a combination of engagement processes and entry points to ensure that all
elements are engaged

4

Total 175
Monitoring, reviewing and auditing

Allow for independent verification/audits 15

Monitor and review performance and include community participation in pro-
cess

13

Include traditional environmental knowledge 11

Develop, with community input, indicators to assess performance 10

Ensure monitoring, management and protection of environment and resources 9

Include community in resource management 8

Document and openly report input from community discussions 7

Take responsibility and accountability for actions 6

Provide communities with funding to hire independent experts 5

Ensure proclaimed company policies and codes of conduct at the corporate
level are consistent with practice on the ground

4

Perform health assessment early in the project 3
Continued on next page. . .
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Table A.1 – Continued

Practice Frequency (count)

Total 91
Community investments

Offer training and education so that community member may be employed in
the mine

24

Support local businesses through procurement and ensuring business survival
after mine

22

Play a role in community affairs and support social programs 21

Create and support training and education programs that allow communities
to obtain employment outside of the mine

15

Provide community with financial benefits such as equity ownership, share-
holder opportunities, profit sharing, and royalties

13

Ensure compensation for community loss that the community agrees on 13

Invest in community infrastructures 11

Shift focus from solely the risks and examine the potential of the benefits 11

Support local institution capacity building 10

Pay for cost of reclamation 9

Ensure decisions are made to support both short term and long term benefits 9

Ensure financial contributions are transparent 6

Create Impact Benefit Agreements (IBAs) between local Aboriginals and min-
ing company

6

Allow local community to have some control where funds are distributed 4

Financial mechanisms to mitigate risks 3

Total 177
Rights, respect and cultural awareness

Ensure dialogue and information are presented in culturally sensitive ways and
understood by target community

25

Teach cultural awareness 20

Operate with respect for community by protecting human/civil rights and cul-
tural heritage

15

Continued on next page. . .
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Table A.1 – Continued

Practice Frequency (count)

Respect aboriginal land title (formal and informal) and sacred sites 12

Total 72
Women of the community

Adopt women specific policies to ensure that they are not under represented 6

Community women should be employed at all levels of the mine 3

Total 9
Engagement actors

Where appropriate, include a legitimate 3rd party in engagement 15

Groups or liaisons to manage relations between company and community 13

Ensure employees/managers are equipped for engagement through methods
such as training and competency testing

9

Enter tri-partied agreements and consultation with the government and the
community

8

Total 45
Other

Ensure community partnership through joint ownership of goals, outcomes and
decision making

18

Obtain prior informed consent from communities 16

Create formal agreements with the community 10

Allow for on-site visits by community members 5

Acknowledge that communities have the right to reject projects/processes 5

Encourage a sharing of knowledge/expertise between community and industry 5

Have flexibility in company activities so that communities can protect tradi-
tional lifestyles

4

Engagement needs to be included in all aspects of company 3

Identify and present community with numerous options for their evaluation 3

Use expert advice when necessary with task such as gathering baseline data
and risk assessments

3

Continued on next page. . .
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Table A.1 – Continued

Practice Frequency (count)

Adopt a precautionary approach to protect the indigenous peoples and the
environment that supports them

3

Source: Bradley (2009)
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APPENDIX B

KEY INFORMANTS

Table B.1 List of key informants

Representation Name Affiliation

Community Evane Lopes President, Association of Quilombolas

Community Romilda S. Oliveira President, Neighbourhood Association - São Domin-
gos

Community Mauro Mundim President, Neighbourhood Association - JK and Cen-
tral Association

Community Gilson S. Araújo President, Neighbourhood Association - Paracatuz-
inho

Community Sizenon P. Primo President, Neighbourhood Association - Bela Vista I

Community Cira F. L. Borges Director, Neighbourhood Association - Esplanada

Community Dirce C. Guimarães President, Neighbourhood Association - Amoreiras
II

Community Manoel M. Gonçalves President, Neighbourhood Association - Alto da Col-
ina

Community João E. F. Viana President, Neighbourhood Association - Bela Vista
II

NGO Antônio Vieira President, Green Movement of Paracatu (MOVER)

NGO Lucivaldo Lira President, Conscienciarte

NGO Maria Tereza N. Lep-
esqueur

President, Association of Parents and Friends of Peo-
ple with Disabilities (APAE)

NGO João Paulo S. Couto Director Catholic Church Association (Cáritas)

NGO Marcus P. Ruas Director, Rotary Club

Continued on Next Page. . .
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Table B.1 – Continued

Representation Name Affiliation

Government Mauro Brochado Municipal Council of Development and Social Action

Government Eduardo Rocha Municipal Council of Planning and Management

Government José E. Vargas Superintendence of Environment, Northwest Minas
Gerais (SUPRAM-NOR)

Government Romualdo G. Ulhoa Deputy, Municipal Chamber of Deputies

Industry Marcelo Coelho Community Relations Manager, Kinross Paracatu

Industry Ignácio A. Garcia President, Association of Commerce and Industry of
Paracatu (ACIPA)

Industry Geraldo Jânio President, Sustainable Development Agency of Para-
catu (ADESP)
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APPENDIX C

COMMUNITY ENGAGEMENT PRACTICES ADOPTED BY KINROSS

PARACATU

This appendix serves the purpose of documenting the community engagement prac-

tices adopted by Kinross Paracatu since Kinross’ take-over in 2005. The list of prac-

tices in table C.1 was compiled through a combination of publicly available docu-

ments, documents obtained directly from Kinross Paracatu, personal communication

with mine employees and community representatives, and participant observation.

While significant effort was made to compile an exhaustive list, some information

might be missing. This missing information simply reflects the author’s unawareness

of particular engagement practices, and not a purposeful omission of any practice. In

other words, all practices known to the author are documented in table C.1.

The documentation of Kinross Paracatu’s community engagement practices is

organized into the ten categories presented in table A.1. These categories are: stake-

holders; assessments; planning; conflict and resettlement; information and engage-

ment mechanisms; monitoring, reviewing and auditing; community investments; rights,

respect and cultural awareness; women of the community; engagement actors; and

other. For a description of each of these categories, refer to table A.1. Since en-

gagement practices sometimes have multiple goals, some practices appear in multiple

categories. Practices originally described/titled in Portuguese and not officially trans-

lated by Kinross were translated to English by the author.
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Table C.1 Community engagement practices adopted by Kinross Paracatu
classified according to the categories presented in table A.1

Kinross Paracatu: Community engagement practices

Stakeholders
Seminar of Partnerships

Revitalization of Rico River
Assessments

Environmental Impact Assessments

Environmental Control Plan

Environmental Monitoring (e.g. noise, dust, water, etc.)

Safety, Health and Environment Committee

Revitalization of Rico River

Espalha Creek Project

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Planning
Environmental Control Plan

Closure Plan

Seminar of Partnerships

Water Management Plan (e.g. effluent treatment)

Revitalization of Rico River

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Conflict and resettlement
Compensation Committee

Revitalization of Rico River

Compliance with World Bank Guidelines on Involuntary Resettlement and assurance that families
received better homes in another area or above-average prices for their houses/land

Information and engagement mechanisms
Seminar of Partnerships

Mineral activities and projects advertised in media (TV spots, newspaper ads, billboards, short
TV documentaries, etc.), community meetings, external visits, employee information
Continued on next page. . .
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Table C.1 – Continued

Kinross Paracatu: Community engagement practices

Internal communication channels, daily meetings, and committee meetings that allow for (often
anonymous) reporting of inappropriate actions/behaviour following Kinross’ global “Whistleblower
Policy”

Continual Improvement Program (management meetings)

Engagement with civil society and public sector to discuss the region’s economy

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Monitoring, reviewing and auditing
Environmental Monitoring

Certifications: ISO14001 (International Organization for Standardization), SA8000 (Social Ac-
countability International), OHSAS18001 (Occupational Health and Safety Advisory Service)

Member of: International Cyanide Management Code, Carbon Disclosure Project, Business for
Social Responsibility, AMDA (Association for Environmental Defense of the State of Minas Gerais),
ADESP (Sustainable Development Association of Paracatu), ACIPA (Commercial and Industrial
Association of Paracatu)

Hiring of independent auditors/assessment companies for different projects. E.g. Brandt Meio
Ambiente (Brandt Environmental) and LCA Consultoria Econômica (LCA Economic Consultants)
to conduct environmental impact and socioeconomic assessments of expansion

Auditing Committee

Continual Improvement Program (management meetings)

Performance Evaluation Program and Participating in the Results Program (employees)

Vegetation and Flora Management Program

Bird and Mammal Monitoring Program

Alto do Açude Ecological Park

Partnership with Acangaú Foundation to protect local biodiversity

Espalha Creek Project

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Community investments
Environmental Education Programs

Continued on next page. . .
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Table C.1 – Continued

Kinross Paracatu: Community engagement practices

Professionalizing and Educational Programs, internal and through partnerships with educational
institutions (e.g. Educate Project)

Seminar of Partnerships

Project Generation (e.g. São Domingos Candy and Biscuit Factory)

Industrial Sewing Cell

My First Job

Partnerships with SENAI (National Service of Industrial Apprenticeship)

Project Open Arms

Revitalization of Rico River

Purchasing of local goods and services

Godfather Program (education)

Environmental events (e.g. bird-watching)

Alto do Açude Ecological Park

Partnership with Acangaú Foundation to protect local biodiversity

Espalha Creek Project

Construction of a new hospital wing in partnership with local government and the local medical
school

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Partnership with the Federal government to establish a Federal Institute of Education, Science and
Technology in Paracatu

Local Workforce Hiring System and Capacity-Building Program

Suppliers Qualification Plan

Sponsored and supported events such as EXPO Paracatu, the Paracatu Technology and Work Fair
and the Winter Festival of Brazilian Music

JK Neighbourhood Computer Lab
Continued on next page. . .
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Table C.1 – Continued

Kinross Paracatu: Community engagement practices

Rights, respect and cultural awareness
Seminar of Partnerships

Project Generation (e.g. São Domingos Candy and Biscuit Factory)

Project Open Arms

Global Code of Conduct and Ethics

Revitalization of Rico River

SENAI Apprenticeship for socially vulnerable youth (National Service of Industrial Apprenticeship)

Employee guidance on supporting diversity and ensuring that employees are sensitive to local
cultures, customs and practices

Discussion with key stakeholders and representative organizations re: quilombola issues and ex-
pansion project

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Women of the community
Industrial Sewing Cell

Seminar of Partnerships
Engagement actors

Seminar of Partnerships

Revitalization of Rico River

Construction of a new hospital wing in partnership with local government and the local medical
school

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Other
Seminar of Partnerships

Open Doors Policy

Project Generation (e.g. São Domingos Candy and Biscuit Factory)

Discussion with key stakeholders and representative organizations re: quilombola issues and ex-
pansion project

Continued on next page. . .
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Table C.1 – Continued

Kinross Paracatu: Community engagement practices

Sustainable Development Committee/Stakeholder Committee comprised of adjacent neighbour-
hoods

Source: Caramello (2009), Kinross Brasil (2007), Kinross Gold Corp. (2007; 2009a), Participant
observation, Personal communication and key informant interviews (2009).
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