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~ Atale oftwo mines — and how it was
a far, far better thing that BHP did

OPINION
 KATHERINE TEH-WHITE

HP Billiton and Anvil Mining bave

one thing in commeon: they both

own mines where massive protests

have ted to temporary mine
closuzes. The story of how the mines
restarted operations provides insight into
how important human rights and stake-
holder engagement have become 1o
investors.

Anvil's Dikulushi mine in the Demo- -

cratic Republic of Congo was restarted
after the military commandeered Anvil's
trucks and hired planes to remove the
protesters. A Four Corners expose
accased Anvil of helping the military
suppress the “rebel insurgency”, which
the United Nations says led to the deaths
of more than 100 people.

Civil and criminal actions have been
threatened and would probably be suc-
cessful were it proved that Anwvil knew
some people would be killed by the mili-
tary yet still provided assistance.

Although the copper and silver mine
lost only five days of producton, the
share price has been on a roller-coaster
since. The shares closed at 61¢ on Ocig-
ber 13, 2004, the day before the mine
was shut down. They bounced as high as
78¢ In January, then plunged as low as
33¢. They have recovered to 42.5¢,

In stark conirast, BHP Billiton's
approach led to the voluntary withdrawal
of 3000 protesters from its Tintaya copper
mine in Peru after human rights groups,
government and industry joined together
to pay for advertising in the Lima news-
paper La Republica, calling for an end to
the protest. From May 25, when the
mine was forced to shut, until today —
the mine is back in full production —
there has been no public criticism of
EHP Billiton in relation to the events,
The result for BHP Biltiton is that,
despite losing a month’s production, its

share price was not hurt, increasing fromn

$16 to $18 in the petiod.

& There is enough evidence from a vast array of
companies, from Shell to Freeport, that military
interaction can imply company complicity.’

Et could be argued that the share price
differences merely reflect the fact that
Anvil would feel the pain of a five-day
loss of praduction in its only cperating
mine more than BHP Billiten would feel
the loss of a four-week shutdown in one
of it5 less importars mines, But, if the
story was only about less of income and
not about human rights, surely some
savvy investor would be snapping up the
relatively cheap Anvil shares. -

But this is not a story about a loss of
income or socially responsible investors.
It's about what happens when investors
lose faith in a company to manage the
complex environrment in which it oper-
ates to the expectations of the: developed
world. Many investors now understand
that this translates to a higher invest-
et risk, One company showed it knew
how to manage such complex environ-
ments — the other didn't. .

Yet both companies offered the local
communities benefits, The ethos of Anvil
president and chief executive Bill Turner
is to give back to the locals so Anvil
developed a generous equity arrange-
ment: a 10 per cent equity interest held
in trust for the local community. It has
funded the refusbishing of the Kilwa hos-
pital in the town just 50 kilometres from
the mine, upgraded roads and bridges
and provided power lines. It employs
621 Congolese and 27 expatriates.

The ethos of BHP Billiten is also to

gwe back to Jocal communities; this is
Iisted as one of the top five susiainable
development issues for the company.
BHF Billiton gave back $1.9 million

(or 3 per cent of pre-tax profit) to the
community Iast year. In addition 1o the
3 per cent comumitment, Tintaya spends
$800,000 on comrmunity-related projects.
Tintaya has three expatriate employees.
The remaining 700 ate Peruvians. The
protesters, however, believed that BHP
Billiton should spend $26 million a year
mote on local projects then is required

- by the signed agreement with the Gov-

ernment, When BHP Billiton said no, it
led to the viclent protests that shot duwn
the mine.

It seems the differences in outcome
do not stem from great differences in the
benetits offered, Anvil-focused its human
rights/risk-management siralegy on pro-
viding community benefits, However, it
did not have an independent umpire
(ideally, an international non-
government organisation) to verify any
efforts to protect the community or
whether its commuuity benefits were
governed by the local community and
allocated fairly.

This is an inadequate strategy. The
military and politicaf Ieaders of the
Demnocratic Republic of Congo have been
accused by Amnesty International of
“using their position to exploit the
counity's natural resources through
large-scale huoman rights vielattons such
as the mass killing of civilians, xape and
other forms of torture”.

In an unpredictable frontier cnuntry
like this a savvy company should, at the

very least, strike a transparent agreement -

with the Government on what consti-
tutes appropriate military interaction and
use of company vehicles. There js, after
all, enoagh evidence from a vast array of
companies, from Shell to Freeport, that
military interection can imply company
complicity. In an era of NGO scrutiny of
human rights; the “see no evil, hear no
evil” approach belongs in the past.

Another stark contrast is the way BHP
Billiton appreached the risk. Badly
scarred by the Ok Tedi environmental
and human rights controversy that raged
in the 1990s, it has leatned to tzke inter-
national expectations more seriously,

It has thought through thie expec-
tations and engaged with international
NGOs and the broader community about
how to manage complex sustainable
development issues; which means that
key people and prowps vnderstand the
issues and have been involved in helping
BHP Eilliton seek solutions.

In Peru, with the help of Oxfam, it
has heen talking for three years with
36 other social organisations and five
agricaliural communities around the
mine site to resolve grievances the
company inherited when it bought -
Magma Copper in 1996. The locals were
upset when the Peruvian Government
took 2368 hectares to develop the mine
20 years agg.

These talks. have identified some
solutions, For instance, the company .
acquired three'plots of land to relocate
the community members whe had lést
their fand. Locals wete also included in
programs to boost sustainable develop-
ment and environmental monitoring. It
was this work that put BHF Billiten in a
goad position when 3000 protesters
became violent about wanting more
benefits.

These social organisations believed
BHP Billiton tatked honestly with them
and they believed it so passionately they
were prepared to stand up and speak out
on its behalf,
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