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Foreword

Taking a long-term view of risk
Risk management has always been one of the fundamental 
considerations for mining companies to ensure safe, 
responsible and sustainable operations. As physical risks 
evolve with scaling up of operations or with increasing 
technical and social complexity, so do a wider range of risks 
become more prominent.  

This evolving risk dynamic demands specific management 
strategies to minimise the potential for uncertain outcomes.  
It doesn’t matter if you are a major mining house or a junior 
developing your first operation, risk identification and 
management must be core to your management processes.

In an industry where we have so little certainty about our 
markets and where we manage with imperfect information 
on orebodies, our ability to manage uncertainty is a key to 
delivering continuing success. 

Our commitments to what are ore bodies of fixed abode 
often span many decades, during which time societies will 
likely change their expectations and way of life, while our 
host governments will transition many times over. 

And of course the demand patterns for the metals and 
minerals we produce are always evolving, just as consumers 
will have to keep in mind that security of supply can easily be 
at risk due to geopolitical, economic, environmental or other 
developments.

The one certainty is that we cannot predict the future with 
any accuracy. That said, risk assessment is an area that 
combines process and data with subjective opinion that can 
vary rapidly depending on the most recent news flow. We 
don’t have that luxury in mining – we generally need to take a 
long term view, make decisions and then manage our positions 
over the long term. 

As a diversified major, Anglo American has long operated across a wide range of mining jurisdictions, from the well-developed 
to the emerging markets. As is necessary in such a highly connected world, we take a holistic view of risk, drawing together 
today’s snap opinions with a wide variety of other less variable factual inputs from all manner of established studies and 
indices, in addition to our own depth of experience.

The secret to all such measures is consistency of approach and a broad spread of inputs. This is where, I believe, there is space 
and value in a risk rating system that is tailored to the breadth of risk exposure that mining companies face. From my 
understanding, this is the basis of what the Mining Journal World Risk Report (feat.MineHutte ratings) is trying to achieve.
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“In an industry where we have  
so little certainty about our 
markets and where we manage 
with imperfect information on  
ore bodies, our ability to manage 
uncertainty is a key to delivering 
continuing success”
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In my view, the feedback loop to our principal counterparties – usually the governments in our host countries – is equally 
important. I have seen first-hand how irritated people can become when told by a remote global body that their country is on 
the wrong end of a risk scale and, conversely, the pride communities can show when progress is recognised. 

Part of our role as industry leaders is to work more collaboratively with our hosts – be they government officials, regulators, 
community leaders, donors or civil society – to support their goals and build an understanding of the breadth of possibilities 
for modern mining.

Our primary objective must be to play a developmental 
partner role, not only by contributing to physical 
infrastructure such as roads, rail and housing, but also in 
terms of fostering capacity and skills, as well as the legal and 
regulatory frameworks that underpin investment such as that 
offered by mining. Those frameworks, if stable and crafted 
well for the long term, lie at the heart of delivering the 
economic competitiveness that is so often desperately 
needed to create jobs and improve living standards in 
developing countries.

Mining will long continue to be an essential activity if we are to 
adequately provide for the world’s inevitable demand growth. 

The role we can play in engaging with society, in innovating tirelessly to reduce the impacts of mining, and in ensuring our total 
contribution is appropriate and well understood, can only serve to increase understanding and acceptance of – and trust in – our 
industry amongst our many and varied stakeholders.

Over time, that positive approach ought to be evident in an improved risk profile for the industry as a whole and for individual 
mining jurisdictions, creating a win-win for the people of our host countries, for our industry and for the billions of consumers 
around the world who rely on our products more and more in their everyday lives.

“I have seen first-hand how 
irritated people can become when 
told by a remote global body that 
their country is on the wrong end 
of a risk scale and, conversely, the 
pride communities can show when 
progress is recognised”
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1: Executive summary
The ability to identify, acknowledge and manage risks is today paramount for the successful running of an explorer, developer 
or producer. Mining’s rising risk profile also implies the importance of those skills is only increasing. Our contribution to that 
challenge is the Mining Journal World Risk Report (feat.MineHutte ratings), which includes the Investment Risk Index. 

The Investment Risk Index is a robust system for rating jurisdictions across 
several key metrics (Legal, Governance, Social, Fiscal and Infrastructure). It 
is weighted toward the findings of established risk-related indices but 
also includes perceived risk numbers based on the results of Mining 
Journal’s World Risk Survey. The theory is by rooting the product in hard 
numbers, it is more resilient to large, year-on-year swings than a purely 
survey-driven system.

The hard numbers were compiled and created from multiple sources and 
we strongly encourage readers to go through the Methodology and 
Inputs sections so they fully understand the origin of the figures and can 
therefore make full use of this tool.

As the product of this research, we’re able to present more than 3,600 
aggregated and created datapoints across 85 jurisdictions. Some 17,000 
words of analysis and discussion, along with almost 5,000 words of 
thought leadership script have been compiled around that data. 

The General Risk section of the report that covers geographically 
indiscriminate business and operating risks carries its own set of unique 
data accompanied by some 7,000 words of commentary.

Findings

The overwhelming conclusion from this research was North America, and 
Canada specifically, is the safest place to invest resources capital. Five of 
the AAA-rated (negligible risk) jurisdictions were states/provinces of 
Canada, while six were North American. 

Saskatchewan was the top-ranked jurisdiction overall, followed closely 
by British Columbia and Ontario. Northwest Territories and Manitoba 
were the other AAA-rated Canadian jurisdictions and Alaska provided 
the US’ AAA-rated contribution. Only two of the 18 Canadian provinces 

Investment Risk Index: AAA-rated jurisdictions
Jurisdiction Rating Legal Governance Social Fiscal Infrastructure Total

Saskatchewan AAA 83 93 93 64 86 85

Brit Columbia AAA 86 89 90 63 88 84

Ontario AAA 85 89 91 64 85 84

Sweden AAA 71 93 79 81 94 81

NW Territories AAA 80 88 94 60 64 81

Manitoba AAA 80 83 91 60 82 80

Alaska AAA 80 93 80 63 60 80

Author: Chris Cann, head of Aspermont Research 
& Intelligence.

“The overwhelming 
conclusion from this 
research was North America, 
and Canada specifically, is 
the safest place to invest 
resources capital”
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and territories and US states – Nova Scotia and New York – failed to register an A rating (low risk) or above. The other 
regions one immediately associated with low-risk mineral investments – Northern Europe and Australia – also produced 
multiple A-plus jurisdictions. Sweden was the only non-North America jurisdiction to register a AAA rating and Finland was 
AA rated. 

Australia failed to register a AAA rating among seven states sampled, though both Western Australia and South Australia 
came close as AA-rated jurisdictions. The results from the southeast of the country were disappointing with weak Legal and 
Social scores largely responsible for Tasmania’s A rating and BBB ratings (low to moderate risk) for both Victoria and New 
South Wales.

Other jurisdictions with A ratings were New Zealand, Ireland, Mexico, Chile, Peru, Spain and the UK. Argentina (BBB) is also 
worthy of a mention having made huge strides in its legislative and administrative framework recently to just miss out on 
an A rating.

Scooping up most of the poorer ratings were Africa and Asia jurisdictions. 

Only three jurisdictions qualified for a D rating (difficult to justify investment) – the DRC, Laos*, and Guinea. Two others – 
Kyrgyz Republic and Zimbabwe – registered a C rating (very high risk). Of the 15 jurisdictions that rated as CC (high risk), 
eight were African and five were Asian, with Russia and Bolivia completing the contingent. 

The better-rated jurisdictions from Asia and Africa were South Korea* (BBB), Japan (BB; moderate risk (lower)), Morocco 
(BB), Cote d’Ivoire (BB), Botswana (B; moderate risk (upper)), Zambia (B), Ghana (B) and Thailand* (B).

We would place two caveats around these results. The first is being a low-risk environment for mining does not make it a 
good place to invest. That will be determined by the prospectivity combined with management’s specific experience and 
skills. The second is we would not consider any jurisdiction ‘uninvestable’. Rather, some places just require better risk-
management skills. 

This report is not designed as a comprehensive risk-assessment 
document. Rather, it is an investment-risk guide that comes with the 
supporting data to start building a deeper-level risk assessment ahead of 
an investment decision.

The key finding of the General Risk section was that, regardless of the 
severity of the risks as judged by respondents, or the challenges of 
managing those risks, across the board all 16 risks assessed were rising.

*Denotes jurisdictions that do not have data for a Legal rating, which was 
weighted at 40% and so World Risk Survey data was pulled through for hard 
risk numbers

Executive summary1

Investment Risk Index: D-rated jurisdictions
Jurisdiction Rating Legal Governance Social Fiscal Infrastructure Total

DRC D 45 25 42 60 18 39

Laos* D 30 29 54 63 33 38

Guinea D 32 23 50 59 52 37

“The key finding of the 
General Risk section was 
that, regardless of the 
severity of the risks as 
judged by respondents, or 
the challenges of managing 
those risks, all 16 risks 
assessed were rising”
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Methodology
The Investment Risk Index is designed to show how secure investing in a given jurisdiction is expected to be at a national or 
sub-national level by scoring and weighting the credentials of each jurisdiction across five risk baskets for a total score out of 
100. The closer the score to 100, the more secure the investment (or the lower the risk).

Risk baskets:

  Legal: Considers the mining code’s ability to protect investment

   Governance: Considers the ease at which miners should expect to set up and conduct business and how severe the 
challenges are likely to be related to corrupt bureaucracy

   Social: Considers the level of underlying political and social tension that could lead to unrest, protests, activism or violent 
conflict

  Fiscal: Considers how punitive the tax structure is as well as the health of the underlying economic environment

   Infrastructure: Considers a jurisdiction’s energy security and how well it is set up with mining-related transport 
infrastructure.

The scores for these baskets are made up of two constituents: ‘hard risk’ and ‘risk perception’. The hard risk component uses 
established and respected metrics where available to quantify the various risks. Where these metrics are not available, Mining 
Journal has built its own. The risk perception component is extracted from our World Risk Survey (WRS).

The hard risk numbers for several metrics did not cover all 
jurisdictions. Where available and appropriate, a replacement metric 
has been used to fill holes. Where an appropriate replacement metric 
is not available, WRS data has been pulled through.

The choice of which risks to assess and which metrics should be used 
to assess them was made following consultation with industry over 
several months. 

Through this process we spoke with explorers, developers and 
producers listed across the three key stock exchanges relevant to the 
mining sector. 

These professionals operate in a diverse range of jurisdictions 
spanning the globe. We also engaged with consultants and service 
companies, including finance firms, risk advisory groups and insurers.

This consultation process also allowed us to apply weightings to the 
risk baskets to determine their influence on the final Investment Risk 
Index ratings, and also how the hard risk scores should be weighted 
against the risk perception scores.

Weighting

Almost without exception, those consulted said all the risks 
nominated were all important and, in many cases, were interrelated. 
Many therefore struggled to provide weightings. When pushed, 
however, clear priorities emerged. This process consumed easily the 
greatest time during consultation. For those interested, a detailed 
explanation of our reasoning follows.

8

Weighting of baskets

Legal 
40%

Governance 25%

Social 15%

Fiscal 12.5%

Infrastructure 7.5%

Weighting of hard vs perceived risk

Hard risk 
80%

Risk perception 
        20%
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The weighting of hard risk scores 
against risk perception asked those 
consulted to determine the 
importance of quantifiable risk 
metrics against the opinions of an 
industry sample group. 

Based on the need to create a 
robust, year-on-year ratings 
system, and to reflect the quality of 
the data available, the Investment 
Risk Index is weighted heavily 
toward the hard risk scores.

The end rating gives a jurisdiction 
a categorisation similar to 
international credit rating systems 
where AAA is excellent (negligible 
investment risk) and D is poor 
(difficult to justify investment). 

We would steer clear of labelling 
any jurisdiction ‘uninvestable’ 
given that, in our view, a unique 
set of circumstances and rich 
reward can make any jurisdiction 
worthy of investment for the right 
company or individual with strong 
risk-management skills.

Product

This process has delivered a 
jurisdiction-by-jurisdiction rating 
system that considers the risk as 
perceived by the mining 
community but has its 
foundations in hard numbers. 

It is therefore more resilient to 
large, year-on-year swings than a 
purely survey-driven system 
would be. 

It is also less exposed to bias, 
manipulation, shifts in respondent 
demographics, and basic 
differences between individuals 
regarding what scores correspond 
to a high, moderate or low risk 
assessment (that is, two 
professionals reviewing the same 
mining code and both assessing it 
as low risk might separately rate it 
a seven and a nine out of 10 

Small things can stand in the way 
of big projects

>1,400 professionals • > 45 of�ces • > 20 countries • 6 continents

Things like IUCN red-listed tree frogs 
and the need to complete a permit 
application for a transmission line to a 
mine, and have it approved within 6 
months.

Facing a tight deadline and the 
need for an expedited, yet complete 
ESIA, the client approached SRK’s 
Environmental Specialists for a 
solution.   

We combined focused biodiversity 
�eld work with a rapid assessment 
approach to determine potential 
ecological impacts.

We also expanded and updated 
management plans needed to protect 
threatened species and satisfy the 
international standards.

Result: The ESIA was completed and 
the permit approved within the short 
time available and the client began 
construction on schedule. And, as 
importantly, endangered species were 
protected.

.com

Score Rating Interpretation
≥80 AAA Negligible risk

75-79 AA Very low risk
70-74 A Low risk
65-69 BBB Low to moderate risk
60-64 BB Moderate risk (lower)
55-59 B Moderate risk (upper)
50-54 CCC Moderate to high risk
45-49 CC High risk
40-44 C Very high risk
<40 D Difficult to justify investment
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because of differences in opinion around what number should correspond with low risk).

To markedly move the Investment Risk Index, a jurisdiction would need to show a tangible change in the framework 
supporting its mining industry. Changes within risk baskets considered most important by the mining sector will move the 
dial more readily than changes to lesser-weighted metrics. 

Equally, jurisdictions that have not seen any material change in heavily-weighted risk categories should feel safe their scores 
will not move dramatically.

Using the credit rating-style system complements this approach. It aims to avoid a ranking of jurisdictions, which can place 
jurisdictions poorly on a league table even if they have performed well on an absolute basis.

By using this system, we hope to encourage governments to take note of the ratings and the breakdown of the scores and 
address areas that have been 
identified as needing attention – if 
indeed they would like to increase 
their investment attractiveness to 
miners. 

Should material, considered 
improvements be made, they can be 
confident that will be reflected in 
their scores and therefore their rating 
will improve regardless of the 
performance of other jurisdictions.

Reasoning
For full description of the various 
metrics/tools listed below, please 
read on to the Inputs section.

Legal

A heavy weighting of the Legal 
basket was necessary to reflect the 
fact a mining code ultimately 
underpins or undermines the 
security of an investment. 

This is largely related to the 
inflexibility of law. When something 
around an exploration, development 
or mining operation goes awry, it is 
the mining code that determines 
whether a company is protected. The 
path for recourse (arbitration) is 
usually also written into the contract.

Legal research group MineHutte 
places paramount importance on 
mining codes showing a clear legal 
pathway from exploration through 
to production for compliant 
companies and shows disdain for 

Traf�c diversion & stop signs 
were completely ignored by 
�ood waters

When nearly 300mm of rain fell in 
3 days, this South African mine was 
inundated by surface water run-off. 
Capital repairs and loss of earnings 
resulting from the 4 month closure 
cost over US$100 million.

Our diversion solution will make 
sure the next �ood behaves the 
way it’s supposed to. 

If only we’d been involved earlier 
we could have put that �ood water 
in its place. 

.com
>1,400 professionals • > 45 of�ces • > 20 countries • 6 continents
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mining codes that give bureaucrats undue discretion, which allows ministers to block mining projects on a whim.

We have used MineHutte’s Regulatory Risk Ratings as our guide for this basket as the only comprehensive legal analysis of 
global mining codes of which we are aware.

Legal metric Weighting (basket) Weighting (Investment Risk Index)

Regulatory Risk Ratings 100% 40%

Governance

The importance of being able to set up and run a business within a jurisdiction in a relatively frictionless manner is another 
key consideration. Equally, the dangers presented by corrupt practices are a major concern. Both are constant and ever 
present through the life cycle of a mining operation from exploration through to mine closure.

To gauge the administrative and regulatory competence and attractiveness of a jurisdiction, we have used the World Bank’s 
Ease of Doing Business Index. To measure the corruption threat we have used MineHutte’s Corruption Risk Index, which 
incorporates the Economist Intelligence Unit’s Democracy Index.

Though the Ease of Doing Business Index probably provides more information about the overall ability of a company to 
operate and is arguably more important than a corruption guide on its own, it is a general business index, whereas 
MineHutte’s corruption tool is mining specific. They therefore carry equal weight toward the Governance score.

Governance metric Weighting (basket) Weighting (Investment Risk Index)

Ease of Doing Business Index 50% 12.5%

Corruption Risk Index 50% 12.5%

Social

Social risk in the Investment Risk Index includes both the ability to earn and maintain a social licence, as well as the risk of 
physical harm and damage to property/business through violent conflict.

This is the highest-profile risk, perhaps because it is the most difficult to actively manage. It’s worth stating the Social basket 
may have received a slightly heavier weighting in the overall Investment Risk Index if it wasn’t also so difficult to measure. This 
difficulty comes from the often localised nature of social risk, which jars against the national – or at best state or provincial-
level – metrics that are readily available to assess risk. 

As such, we have chosen two metrics we believe provide a strong guide to the underlying level of unrest and conflict in a 
jurisdiction and therefore the potential for high social risk. Population density is included as a third metric on the basic 
principal mines and communities don’t generally mesh well so fewer people is better.

The first metric is the Fund for Peace Fragile States Index, which describes itself as a measure of conflict. However, the majority 
of the constituents used to build the index relate to potential for underlying discontent, which we would consider a good 
proxy for social volatility or potential social unrest and conflict with incoming parties, such as miners. These include disputes 
between social and ethnic classes and economic inequality.

The second metric is the Heidelberg Conflict Barometer, which measures the intensity of conflict and focuses mainly on 
violent conflict from ‘violent crisis’ up to ‘war’. The Heidelberg Conflict Barometer overlaps into non-violent conflict and 
monitors underlying political/social tensions that may lead to violent conflict.

Social metric Weighting (basket) Weighting (Investment Risk Index)

Fragile States Index 33.33% 5%

Conflict Barometer 33.33% 5%

Population density 33.33% 5%
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Fiscal

The Fiscal basket uses the corporate tax rate, GDP growth, and a formula built by Mining Journal to jointly measure royalty 
rates and government participation. 

Though the financials around a project will determine its development, the visibility around a financial regime and therefore 
an investor’s ability to manage that risk (and limit exposure if a project is looking marginal) determines it has a lighter 
weighting. We would also suggest there are many ways to skin a cat and a jurisdiction with low corporation tax, royalties and 
no government participation may find a way to take its pound of flesh elsewhere and so we have resisted overemphasising 
this basket.

The corporate tax rate is a basic measure of government take, while the inclusion of GDP growth reflects the general tendency 
of governments to insist on higher tax/government participation when the economy is stalling. A higher GDP growth rate 
was, therefore, interpreted as preferable.

The Mining Journal formula measures how much of the economic upside from a project the investor stands to lose based 
on royalty rates and mandatory government participation, adjusted for funded participation or free carry. While we are 
comfortable with the formula, the broad range of sources needed to gather the royalty and government participation 
information, along with the varied way royalties are calculated, raised some concerns over the consistency of the data. We 
are working on improving this for subsequent years.

Fiscal metric Weighting (basket) Weighting (Investment Risk Index)

Royalty/Government participation 40% 5%

Corporate tax rate 40% 5%

GDP growth 20% 2.5%

Infrastructure

The inclusion of infrastructure was key because of its overall economic impact on the feasibility of a project in terms of the 
cost/risk involved in building or negotiating access where it is lacking. 

That said, the ease at which this risk can be managed diluted its influence. That is, the infrastructure requirement is generally 
known early on (most often it is broadly understood before 
the exploration stage) and so the resulting requirements are 
factored in to any assessment of discovery, then 
development opportunity.

The areas we have assessed are transport infrastructure and 
energy security. The ability to power an operation then 
subsequently transport product for delivery to market were 
considered by far the most important requirements and, 
therefore, risks to investment. 

Transport infrastructure was measured with the Mining Journal Transport Infrastructure Index that assesses the weighted 
suitability of port, rail and road infrastructure for a jurisdiction. 

The energy security score was pulled from the World Energy Council’s Trilemma Index.

Infrastructure metric Weighting (basket) Weighting (Investment Risk Index)

MJTI Index 50% 3.75%

WEC Trilemma Index (Energy Security) 50% 3.75%

“The inclusion of infrastructure 
was key because of its overall 
economic impact on the feasibility 
of a project in terms of the cost/risk 
involved in building or negotiating 
access where it is lacking”
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Inputs: Legal
MineHutte Regulatory Risk Ratings 

MineHutte is a private research organisation based in London, England, with a team of international 
legal experts based in the UK, Chile, France, Russia and the US. MineHutte has built a global resource of 
regulatory risk ratings and analysis as well as a database of mining-specific legislation, regulation and 
technical reports, with the aim of providing rich, intelligent and objective information to guide 
investment decisions in the mining sector. 

This year, MineHutte published its second Annual Report of Global Mining Codes. The ratings, which 
range from 0-100, measure the investor’s risk of losing the economic benefits anticipated from a mineral discovery based 
solely on a jurisdiction’s regulatory framework. 

Areas covered in MineHutte’s analysis are: 

   Open access: Measures the ease of acquiring exploration rights and the ‘openness’ of the system to foreign, junior and other 
participants

   Exploration exclusivity: Measures the extent to which the exploration rights are exclusive to the holder, including 
undiscovered minerals

   Exploration duration: Measures the ability of a holder to retain exploration rights through a minimum exploration period

   Right to mine: Measures the ability of the explorer to acquire mining rights (as well as environmental permits)

   Tenure certainty: Measures the ability to fully extract resources from a mine and the right of access

   Economic certainty: Measures the discretion of government to interfere with economics operationally and on an exit strategy

   Regulatory certainty: Measures the stability of the regulatory framework

   Other factors: Measures all other aspects of the regulatory framework both positive and negative.

MineHutte warns any investor to be cautious if they hold an investment, or plan to invest, in a jurisdiction with a rating of less 
than 50. The organisation’s ultimate aim is to provide regulatory risk analysis for 220 jurisdictions. At present MineHutte has 
ratings for 110 jurisdictions, including many updated ratings. The firm has extensive coverage of all significant mineral producing 
jurisdictions in the Americas and has processed the persistent flow of legislative change occurring across the African continent. 

Recently, the organisation has focused on expanding its coverage of the European and Asian regions and, where not already 
on the agenda, has sought to include specific countries on the advice of Mining Journal.

www.minehutte.com/ 

Inputs: Governance
World Bank Ease of Doing Business Index 

The World Bank’s Ease of Doing Business Index is a global rating of 
economies designed to assess and compare economies on the ease of 
setting up and conducting business.

Economies are ranked on their ease of doing business, from 1–190. A high ease of doing business ranking means the 
regulatory environment is more conducive to the starting and operation of a local firm. The rankings are determined by 
sorting the aggregate ‘Distance to Frontier’ scores on 10 ‘Doing Business’ topics, each consisting of several indicators, giving 
equal weight to each topic. The rankings for all economies are benchmarked to June 2016.
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The Distance to Frontier score captures the gap between an economy’s performance and a measure of best practice across 
the entire sample of 41 indicators. Several of the individual indicators are similar to some key metrics used in this report but 
are diluted significantly within the overall index composition and are not mining specific. The 10 topics that those 41 
indicators measure are:

   Starting a business: procedures (number); time (days); cost (% income per capita); and minimum capital (% income per capita)

   Dealing with construction permits: procedures (number); time (days); cost (% warehouse value); and building quality control 
index (0-15)

   Getting electricity: procedures (number); time (days); cost (% income per capita); and reliability of supply and transparency 
of tariffs index (0-8)

   Registering property: procedures (number); time (days); cost (% property value); and quality of land administration index (0-30)

   Getting credit: strength of legal rights index (0-12); and depth of credit information index (0-8)

   Protecting minority investors: extent of disclosure index (0-10); extent of director liability index (0-10); ease of shareholder 
suits index (0-10); extent of shareholder rights index (0-10); extent of ownership and control index (0-10); and extent of 
corporate transparency index (0-10)

   Paying taxes: payments (number per year); time (hours per year); total tax rate (% of profit); and Postfiling index (0-100)

   Trading across borders: time to export/import (hours); cost to export/import ($)

   Enforcing contracts: time (days); cost (% of claim);  and quality of judicial processes index (0-18)

   Resolving insolvency: recovery rate (cents on the dollar); strength of insolvency framework index (0-16).

www.worldbank.org/ 

MineHutte Corruption Risk Index

In addition to its Regulatory Risk Index, MineHutte also produces two corruption indices, which aim to 
complement the existing ratings by providing mining-specific corruption intelligence.

First, the Corruption Potential Index (CPI) provides a measure of a jurisdiction’s ‘corruption potential’ 
based on, a) the importance of various governmental decisions in the administration of mineral projects, 
b) the degree of discretion associated with those decisions, and, c) the number of state actors involved in 
decision making.

The second index, the Corruption Risk Index (CRI), is the result of a mathematical screening of the CPI through 
the lens of the Economist Intelligence Unit’s Democracy Index. The Democracy Index measures the state of 
democracy in 167 countries, of which 166 are sovereign states and 165 are UN member states. The index was 
first produced in 2006, with updates for 2008, 2010 and the following years since then. The index is based on 
60 indicators grouped in five different categories measuring pluralism, civil liberties, and political culture. 

In addition to a numeric score and a ranking, the index categorises countries as one of four regime types: 
full democracies, flawed democracies, hybrid regimes and authoritarian regimes. It forms a weighted average based on the 
answers of 60 questions, each one with either two or three permitted alternative answers. 

The process of filtering MineHutte’s own corruption gauge through the established Democracy Index built by the Economist 
provides rigorous, mining-specific guidance as to the likelihood of government actors using discretionary powers for 
improper (corrupt) objectives.

Where CRI scores were not available, the ratings from the Transparency International Corruption Perceptions Index were used. 
Though this is an internationally renowned and respected tool, it is generally a slightly harsher guide than the CRI and not 
mining specific.

https://www.transparency.org/news/feature/corruption_perceptions_index_2016 
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Inputs: Social
Fund for Peace Fragile States Index

The Fund for Peace is an independent, nonpartisan, 501(c)(3) non-profit research and 
educational organisation that works to prevent violent conflict and promote sustainable 
security.

The Fragile States Index, formerly the Failed States Index, aims to assess a jurisdiction’s vulnerability to conflict or collapse, 
ranking all sovereign states with membership in the United Nations where there is enough data available for analysis.

Rating is based on the sum of scores for 12 indicators, each scored out of 10, with 0 being the lowest intensity (most stable) 
and 10 being the highest intensity (least stable), creating a scale spanning 0-120. Indicators:

   Security apparatus:  Considers the security threats to a state, such as bombings, attacks and battle-related deaths, rebel 
movements, mutinies, coups, or terrorism

   Factionalised elites: Considers the fragmentation of state institutions along ethnic, class, clan, racial or religious lines, as 
well as and brinksmanship and gridlock between ruling elites

   Group grievance: Focuses on divisions and schisms between different groups in society – particularly divisions based on 
social or political characteristics – and their role in access to services or resources, and inclusion in the political process

   Economic decline: Considers factors related to economic decline within a country

   Uneven economic development: Considers inequality within the economy, irrespective of the actual performance of an 
economy

   Human flight and brain drain: Considers the economic impact of human displacement (for economic or political reasons) 
and the consequences this may have on a country’s development

   State legitimacy: Considers the representativeness and openness of government and its relationship with its citizenry

   Public services indicator: Refers to the presence of basic state functions that serve the people

   Human rights and rule of law: Considers the relationship between the state and its population insofar as fundamental 
human rights are protected and freedoms are observed and respected

   Demographic pressures indicator: Considers pressures upon the state deriving from the population itself or the 
environment around it

   Refugees and internally displaced persons: Measures the pressure upon states caused by the forced displacement of 
large communities as a result of social, political, environmental or other causes, measuring displacement within countries, 
as well as refugee flows into others

   External intervention: Considers the influence and impact of external actors in the functioning – particularly security and 
economic – of a state.

www.fundforpeace.org/fsi/ 

Heidelberg Conflict Barometer

The Heidelberg Institute for International Conflict Research (HIIK) is an independent and 
interdisciplinary-registered association within the Department of Political Science at the 
University of Heidelberg, dedicated to the distribution of knowledge around emerging, 
continuing, and settling political conflicts.

The HIIK analyses political conflicts by focusing on conflict processes rather than purely quantitative thresholds of casualties 
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of war such as, for example, deaths. Thus, the HIIK is 
particularly concerned with the concrete actions and 
communications between conflict parties. Such a process-
oriented approach gives the analysis of political conflicts, 
especially regarding intensities, a broader and more detailed 
empirical foundation.

The Heidelberg Conflict Barometer measures conflict intensity. 

Since 2003, the HIIK has been using a five-level model of 
conflict intensity. Under its revised methodology, the 
intensity levels are now known as dispute, non-violent crisis, 
violent crisis, limited war, and war.

The last three levels constitute the category of violent 
conflicts, in contrast to the non-violent conflicts (dispute and 
non-violent crisis). Whereas a dispute is a political conflict 
carried out without resorting to violence, in a non-violent crisis 
one of the actors threatens to use violence. This includes 
violence against objects without taking the risk to harm 
persons, the refusal of arms surrender, pointing weapon 
systems against each other and sanctions.

When measuring the three levels of violent conflict, five 
proxies are used indicating the means and consequences of 
violent conflict measures. The dimension of means 
encompasses the use of weapons and personnel, the dimension of consequences, the number of casualties, destruction, and 
refugees/internally displaced persons. 

Each indicator is scored on a ternary scale. Aggregating the five individual scores results in the total intensity of a region.

www.hiik.de/en/ 

Inputs: Fiscal
Gross Domestic Profit Growth (World Bank)

The gross domestic product (GDP) is one of the primary indicators used to gauge the health of a country’s economy. It 
represents the total dollar value of all goods and services produced over a specific time period. It is generally used to gauge 
the size of the economy. GDP growth, therefore, is a measure of economic growth.

Corporate Tax Rate (see other references)

The corporate tax rate is the headlining tax mining firms can expect to attract in a given jurisdiction.

Royalties and Government Ownership (see other references)

The calculation for what we would consider the best measure of additional government take (after corporation tax) factored 
in royalty rates and mandatory government (local) participation. 

Each jurisdiction started with a score of 100. A royalty discount was calculated by taking the mid-point of the range of royalty 
rates and multiplying by four to exaggerate the differentiation between rates, which is often only separated by a few 
percentage points. One percentage point equals one discount point. A government participation discount was calculated by 
taking the percentage of government stake and converting it on a one-for-one basis. If the interest, or part-thereof, was free-
carried, conversion was on a one-for-two basis. For example, a 10% government interest equates to a discount of 10 but if it is 

HIIK’s system for measuring conflict intensity

Assessing the intensities of violent conflicts
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free-carried, the discount is 20. Both the royalty and government participation discount are subtracted from the starting score 
of 100.

There was not one easily accessible home for this information, which is something we will be attempting to remedy with our 
project partners, and so the data for this specific metric came from a variety of sources.

These sources are outlined at the back of the report but worthy of a mention here as significant contributors are 
PricewaterhouseCoopers and the International Comparative Legal Guides.

Inputs: Infrastructure
Mining Journal Transport Infrastructure Index

The Mining Journal Transport Infrastructure Index measures the standard of 
transport infrastructure a company might expect when entering a certain 
jurisdiction. 

The key constituents of the index are ports, rail and roads, which are scrutinised then converted to a score out of 100. These 
scores are weighted based on their importance to the mining industry for an overall rating out of 100.

Ports: Classified as major sea ports (1), container ports (1.5) or dry bulk ports (2), with increased weighting reflecting greater 
capacity for a variety of mineral exports. LNG/oil terminals are given a partial rating (0.75) to acknowledged the base 
infrastructure, which several jurisdictions have shown can be converted to ship ore/concentrates.

Rail: Classified as either narrow gauge; or standard gauge or greater to reflect their readiness to haul freight. Narrow gauge rail 
is rated as 1 for every 1km, while standard gauge or greater rail is rated as 2 for every 1km.

Roads: Only sealed roads are factored into the score (as opposed to non-sealed/non-paved) and rated as 1 for every 1km.

All three are separately divided by the area of the jurisdiction (km2) to reflect the appropriateness of the infrastructure in 
serving the land mass. For example, two jurisdictions might both have 5,000km of standard gauge rail but if one has a land 
area of 100,000km2 and the other has a land area of 200,000km2, the former is clearly better served by its rail infrastructure.

The weighting of ports, rail and roads in the overall index is 40:40:20, respectively. This is designed to reflect both the 
importance to a mining operation and the ease/cost at which that infrastructure can be installed if not already present.

All three categories are clearly important but the ease and cost of building roads makes them less so. 

The feeling among those consulted differed on weather ports or rail should be more heavily weighted. The discussion 
determined a port was the most important, single piece of infrastructure for most mining operations and was also the 
hardest/most expensive to install, however, it was felt a lack of immediate access to a port could be overcome by an excellent 
rail system.

More consideration was also given to bulk operations given they are more infrastructure-reliant. 

World Energy Council Trilemma Index (Energy Security)

The World Energy Council’s Energy Trilemma Index tool, produced in partnership with Oliver 
Wyman, ranks countries on their ability to provide sustainable energy through three dimensions: 
Energy Security, Energy Equity (accessibility and affordability), and Environmental Sustainability.

Though arguments could be made for including both Energy Equity and Environmental 
Sustainability in our ratings, we judged that only Energy Security was a truly relevant measure for 
a yearly assessment of risk and so extracted that specific metric for inclusion.

www.worldenergy.org
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Inputs: Perception (World Risk Survey)
The World Risk Survey has been run in one form or another by ResourceStocks for some 25 years. ResourceStocks was an 
Australia-based sister publication within the Aspermont group until last year when it was merged into Mining Journal.

The goal of the World Risk Survey has always been to stretch a broad net across the globe to gauge the risks of operating 
in various jurisdictions as seen by the resources sector. 

We gave the survey a year off in 2016 as we reassessed how to best tackle the subject of risk and have relaunched it this 
year as part of the more broadly-focused Mining Journal World Risk Report (feat.MineHutte ratings). 

This most recent World Risk Survey has a slightly different feel with the questions posed in order to correspond with the 
‘hard risk’ data collected. 

This should not only contribute a valuable input for the final 
rating for each jurisdiction but also provide a comparison 
between what the industry perceives to be the risks against what 
the hard data suggests is the case. Through this process we 
expect to learn more about both the hard data we are using as 
well as the industry’s interpretation of risk.

Respondents were asked explicitly to rate only jurisdictions in 
which they had experience and could make considered 
judgements but we have limited means to enforce this and are 
therefore relying on the integrity of the resources community.

The survey was launched digitally on May 10, marketed heavily 
through our global distribution network for just over seven 
weeks, then was closed at the end of June. After evaluating the 
responses, a limited phone campaign was completed in July to 
top up responses for jurisdictions we regarded as key and 
needing further attention.

This year’s World Risk Survey was completed by 668 individual 
respondents. Of those, 39% came from private groups, which 
corresponds with the high percentage of consultants that 
responded (26%).

There was also a significant response from major public 
companies with a market capitalisation of more than $500 
million, at 24%, which broadly corresponds with the 27% of 
producers that responded. 

Some 25% of respondents had a market capitalisation between 
$11 million and $500 million, which are likely to be most of the 
25% of explorers or development companies polled.

The precious metals dominated the commodity class in which 
most respondents were interested, at some 60%. This is probably 
a reasonable reflection of the dominance of precious metals 
companies on the key listed exchanges.

Around 47% had an interest in copper (respondents were able to 
choose multiple commodities) and it would be expected that 

WRS responses: market capitalisation

Private: 
260

<$10m: 82

$11-100m: 
105

$101-500m: 
61

$501m-$5b: 
85

>$5b: 75

WRS responses: company sector

Developer: 
82

Producer: 180

Consultant: 
174

Finance sector: 23

Other: 124

Explorer: 
85

“The goal of the WRS has 
always been to stretch a broad 
net across the globe to gauge 
the risks of operating in  
various jurisdictions as seen  
by the resources sector”
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many of the gold companies were 
actually gold-copper companies. Zinc, 
which occurs naturally with silver, was 
also well represented at 24%. Iron ore 
(29%), coal (27%) and nickel (25%) 
were also popular among 
respondents.

The Australian Stock Exchange was 
the dominant exchange from which 
respondents held their primary 
listing, with more than a third, with 
the Toronto Stock Exchange a distant 
second at 14%.

The London Stock Exchange and New 
York Stock Exchange were home to 
9% of respondents each, B3 – Brasil 
Bolsa Balcão (7%) and Johannesburg 
Stock Exchange (5%) were other key 
hosts.

This is broadly reflected in the areas of 
focus listed by respondents, which fell 
heavily in the Australia/Oceania 
region at 34%. Many Asia-focused 
companies (8%) would also list in 
Australia. The Americas were also 
strongly represented at some 32%.

As this analysis shows, we received 
particularly strong responses in some 
regions and struggled for responses 
from others. This has highlighted a 
need to improve how we target our 
marketing with the aim of providing 
broader coverage of more 
jurisdictions next year.

In terms of the professionals who 
responded, as opposed to the 
companies they represent, the most 
responses (20%) came from chief 
executives or managing directors. 
Around 17% were other directors or 
senior executives, while technical 
management made up almost 20%. 

Overall, 842 responses for individual 
jurisdictions were collected. Only 
jurisdictions with multiple responses 
were included in the ratings, which 
gave us 85 locales to evaluate using 
our hard metrics for complete ratings.

WRS: respondent’s position

Consultant: 
119

COO: 18
CFO: 9

Director 
(other): 68 Other: 76

CEO/MD: 
134

Management 
(technical): 134

NED: 21
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“In terms  
of the 
professionals 
who responded,  
the most 
responses (23%) 
came from chief 
executives or 
managing 
directors”

Management
 (other): 92
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Perceived risk ratings
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Investment Risk Index
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Opportunity index
Jurisdiction Risk Prospec-

tivity
Oppor- 
tunity

Saskatchewan 85 9.50 807

Alaska 80 10.00 797

Brit Columbia 84 9.08 766

Ontario 84 8.61 725

Yukon 76 9.00 683

Sweden 81 8.25 666

Quebec 76 8.75 666

Alberta 74 9.00 662

Arizona 76 8.67 660

Ireland 73 9.00 659

Mexico 73 9.00 653

NW Territories 81 8.00 644

Idaho 71 9.00 635

Peru 72 8.54 615

West Aus 77 7.98 615

Sth Aus 76 7.90 602

Manitoba 80 7.50 600

Finland 78 7.67 599

Chile 73 8.17 592

California 70 8.33 579

N Territory 73 7.67 560

Ohio 73 7.50 549

Morocco 63 8.50 533

Spain 71 7.50 531

Queensland 72 7.32 526

Tasmania 71 7.27 520

South Korea 67 7.67 516

Colorado 74 7.00 515

Colombia 63 8.14 513

Nevada 78 6.50 509

Cote d'Ivoire 61 8.25 503

Ecuador 55 9.00 497

Victoria 69 7.11 493

Greece 59 8.33 490

Argentina 65 7.50 484

New Zealand 74 6.50 480

Mongolia 53 9.00 474

Botswana 59 8.00 473

Zambia 58 8.14 469

Serbia 60 7.67 461

Burkina Faso 54 8.50 461

NSW 67 6.83 457

PNG 50 9.00 449

Opportunity index
Jurisdiction Risk Prospec-

tivity
Oppor- 
tunity

Kazakhstan 49 9.00 439

Nigeria 52 8.33 436

Ghana 56 7.76 431

Portugal 63 6.86 430

Philippines 46 9.29 429

Greenland 51 8.33 429

Thailand 55 7.67 423

Brazil 56 7.31 412

Poland 54 7.50 404

Eritrea 47 8.40 393

Rep of Congo 47 8.25 391

Saudi Arabia 58 6.75 391

Turkey 62 6.25 391

Germany 66 5.80 385

Japan 63 6.00 380

Namibia 52 7.25 379

Illinois 73 5.00 365

Tanzania 50 7.27 363

Mali 49 7.33 362

Senegal 52 7.00 361

Nova Scotia 64 5.67 361

India 47 7.71 359

Russia 48 7.50 359

Zimbabwe 43 8.00 346

South Africa 53 6.45 341

Sierra Leone 45 7.50 338

China 47 7.00 327

Mozambique 48 6.67 322

Liberia 49 6.50 321

Indonesia 45 7.08 319

Honduras 53 6.00 318

DRC 39 8.00 315

United Kingdom 70 4.50 314

New York 69 4.50 312

Bulgaria 56 5.50 306

Kenya 47 6.33 300

Guinea 37 8.00 297

Kyrgyz Republic 43 6.50 279

Bolivia 47 5.50 260

Gabon 45 5.50 247

Laos 38 4.67 176

Italy 52 2.50 130
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Analysis & Discussion

Hard numbers

The total hard risk ratings, as described in detail in the Methodology and Inputs sections, are the weighted aggregation of 
scores derived from largely established metrics that assess mining codes; the ease of doing business and mining-specific 
transparency (corruption); political and social instability and violent conflict; mining taxes, government participation, and 
general economic health; transport infrastructure and energy security.

Regionally, North America was the least-risky place to be a resources company, with Canada the least-risky region of North 
America and the world, according to the hard numbers. Canada was a clear leader with a score of 80, scoring heavily across 
most metrics, however, it was its strength in the heavily-weighted Legal (mining code) and Governance sections (ease of 
doing business, transparency) that positioned the region at the head of the class. 

Canada was weak in the Fiscal section (taxes, government participation, economic health), indicating low risk comes at  
a cost, while its huge expanses of barren land in the north held back its Infrastructure score (transport infrastructure, energy 
security). These two sections, however, carried the lightest weightings.

Most of Canada’s constituent provinces, therefore, scored 
well. Only five jurisdictions overall scored 80 or more and all 
of those came from Canada. British Columbia was the least-
risky jurisdiction in the region and the world with a score  
of 86, largely on the back of its world-leading mining code. 
Ontario, Saskatchewan, Manitoba and Northwest Territories 
all scored well. Letting the region down was Yukon, 
principally because of its comparatively weak code, but the 
northern territory also battled with infrastructure.

Resource investments in the US were the next-most secure, 
with the region averaging 74 in terms of hard risk. Few 
regions compared to Canada in the Legal section but the  
US made up some ground with the best regional average  
for Governance, also heavily weighted. This made up for 
some middling performances across several other sections. 
Specifically, the mediocre score for the Social section 
(political and social instability and violent conflict) initially felt 
disappointing, however, on reflection, makes sense given the 
political flux and growing level of conflict.

Nevada and Alaska scored best with 78, though the US 
grouping was generally tight, with Arizona only two points 
back and Illinois, New York state, Ohio, Colorado and 
California all scoring more than 70. Only Idaho trailed with a 
score of 67.

Not far off the pace was Australia/Oceania, which averaged 
70, though if outlier Papua New Guinea was removed from 
the region the average would have been 73. The region was 
hit by its poor showing in the Legal section relative to its 
recognised status as a leader in the mining world. It scored 
heavily in the next two sections in terms of weightings – 
Governance and Social – though, like other mining leaders, 
its Fiscal rating was middle of the road.

50
48
70
79
63
63
60
62
74

Africa
Asia

Australia/Oceania
Canada

Cen America/Caribbean
Europe

Middle East
South America

United States
0 10 20 30 40 50 60 70 80 90 100

Investment Risk Index regional averages

0 10 20 30 40 50 60 70 80 90 100

“British Columbia was the least-
risky jurisdiction in the region and 
the world with a score of 86, largely 
on the back of its world-leading 
mining code”
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The best place to be in the Australia/Oceania region was 
South Australia, which scored 78, thanks largely to its 
regionally-superior mining code. The southern state edged 
out Western Australia, which managed a 77, just ahead of the 
Northern Territory on 76. PNG’s poor scores in both the Legal 
and Governance sections meant it was always going to have 
a difficult time of it and the islander nation ended up with a 
total hard-risk score of just 47. Of the Australian states and 
territories and New Zealand, only Victoria (69) and New South 
Wales (67) failed to breach 70.

Europe (inc.Russia) had a couple of jurisdictions that would 
have brought up the averages of Australia/Oceania or the US 
and another two that would have been more at home with 
lower-placed geographic groupings. These combined with more moderate scores to deliver a regional average of 62. 
Scandinavia was the standout, as one might expect, with both Sweden (79) and Finland (78) threatening the 80 mark. Poland 
(53), Italy (52) and Russia (46) were the poorest performers. Italy’s low score came despite a flattering World Risk Survey score 
being used for the heavily-weighted Legal section in lieu of a hard number. Europe is, of course, a region of many sovereign 
states and so the scores were expected to range significantly compared to the mainly single-country regions above.

The strength of Europe was its lenient attitude toward taxes and government participation, though it also performed well in 
the more heavily-weighted Governance section, and was excellent in terms of infrastructure. While its mining codes on the 
whole are said to be improving, it is still middle of the road on the key Legal metric, and it would also be disappointed with  
its Social score. 

Top 10 by hard risk only
Jurisdiction Legal Governance Social Fiscal Infrastructure Total

British Columbia 87 93 93 60 89 86
Ontario 86 92 91 60 86 85

Saskatchewan 83 93 93 60 86 84
Manitoba* 80 85 93 57 85 81

NW Territories 79 92 94 57 58 80
Sweden 67 96 76 77 95 79
Alberta 69 92 93 61 87 79
Finland 64 94 85 75 97 78

SA 68 93 93 67 73 78
Nevada 75 96 75 57 75 78

Bottom 10 by hard risk only
Jurisdiction Legal Governance Social Fiscal Infrastructure Total

Philippines 39 59 23 42 71 44
Rep of Congo 47 19 58 59 53 44

Kenya 31 49 32 58 74 42
Eritrea 49 20 44 53 54 42

Sierra Leone 39 34 46 58 45 41
Gabon 35 15 65 48 82 40
Laos* 30 29 54 68 32 38
DRC 41 26 43 62 16 38

Zimbabwe 37 25 51 37 66 38
Guinea 31 18 49 61 57 36

*Denotes a WRS Legal score in lieu of MineHutte numbers
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It was an identical story for South America in terms of 
average points, 62, though the grouping of jurisdictions was 
tighter. Mining strongholds Peru (74) and Chile (73) were 
clear leaders and separated by only one point, while 
Colombia (66) and Argentina (64) showed the benefit of 
business-friendly legislative changes over recent years. 
Ecuador (49) was the only jurisdiction that failed to breach 
the 50 mark.

South America mining codes were generally strong, which 
gave the region a solid foundation in the Investment Risk 
Index even though its Governance scores were a little off the 
pace. It scored heavily in the Fiscal section but its showing in 

the more heavily-weighted Social section dashed any hopes of pulling ahead of Europe in terms of regional hard risk 
numbers.

Risk rises substantially as we are forced to venture below the 50-point mark to consider the regions of Africa and Asia.

Africa narrowly avoided the wooden spoon as the riskiest major region, with an average score of 48. Morocco was the only 
jurisdiction to reach 60 (with a score of 60 exactly), while the fight for the riskiest jurisdiction in Africa, and the world, was ‘won’ 
by Guinea (36). Other strong performers from a regional perspective were Cote d’Ivoire (59), Zambia (57) and Botswana (55).

Needless to say, Africa did not perform particularly strongly in any of the sections, though its showing in the Governance 
category was particularly poor, indicating a general lack of administrative competence and transparency. It was also dragged 
down by its performance in the Social section. On a more positive note, Africa is relatively well stocked in terms of ports, rail 
and roads, which helped the region to a stronger performance in the Infrastructure section, though this category carries a 
light weighting in the overall scores.

Asia was just one point behind on 47. South Korea and Japan were both outliers, though neither had a hard number for the 
Legal section and so strong World Risk Survey numbers were pulled through, which have potentially skewed the regional 
numbers. Of those with a full set of hard numbers, Mongolia performed best with 55. Laos was the riskiest jurisdiction in Asia, 
though this address also lacked a hard Legal score. The remainder were tightly grouped in the 40s.

The mining codes of Asia were generally terrible where numbers were available, which led directly to a poor Legal score and 
undermined any chance of performing well in the final tallies. However, its Governance, Infrastructure and particularly Fiscal 
scores were encouraging.
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The minor regions with only two constituents, Central 
America/Caribbean and the Middle East, were both middle of 
the road on 63 and 61, respectively. It is worth highlighting 
Mexico within these groupings with a score of 75.

Risk perception

The regional hierarchy of perceived risk as defined by the 
World Risk Survey was broadly in line with the hard numbers, 
particularly at the top of the tree. 

Canada was the best-performing region with an average score 
of 75, though this was short of its hard-risk score. The US was 
close behind with an average of 73, also off the hard-risk pace, 
though only marginally. Further back and falling out of the 70s 
was Australia/Oceania on 69 – another region scoring less on 
perception than hard risk. Europe, on 66, was the first region 
companies rated higher than the hard numbers suggested.

It gets slightly more interesting here. Tied on an average of 
60 were Africa and South America. That comes down almost 
entirely to a 25% improvement on the hard-risk numbers for 
Africa, though South America has been shunted down 3% by 
industry, too. Exactly half of the 22 African countries in our 
sample group were scored 10 points or more above the hard-
number assessment, including Eritrea, Gabon, Namibia and 
Zimbabwe, which all registered perceived-risk scores of 60% 
or more above their hard-risk numbers.

A simplified correlation between regional hard-risk averages 
and risk perception was calculated by dividing the smaller 
number by the larger number, with scores closer to one 
representing better correlation. Aside from the Africa 
anomaly (0.8), correlation was generally good. All other 
regions registered correlation of comfortably more than 0.9, 
with Asia, Canada, and Europe coming in at between 0.92-
0.95 and Australia/Oceania, Central America/Caribbean, the 
Middle East, South America and the US at between 0.95-0.99.

Combined numbers saw Canada on top with an average 
Investment Risk Index score of 79 and the US second with 74. 
Australia/Oceania was next with 70, ahead of Europe on 63. 
South America averaged 62, well ahead of Africa (50) and 
Asia (48). Central America/Caribbean and the Middle East 
scored 63 and 60, respectively.

Geology

The Opportunity Index was created to assess the best place 
to invest based on the risk profile and the potential for 
discovery. A jurisdiction’s Opportunity Index score was 
calculated by simply multiplying the Investment Risk Index 
score by a prospectivity rating (out of 10) from the World Risk 
Survey. 
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Botswana 55 74 35

Eritrea 42 67 60

Gabon 40 66 65

Ghana 53 64 21

Kenya 42 67 60

Morocco 60 75 25

Namibia 46 75 63

Rep of Congo 44 63 43

Senegal 47 69 47

Sierre Leone 41 59 44

Zimbabwe 38 63 66

African countries with 10 points or more 
between hard risk and perception

“Exactly half of the 22 African 
countries in our sample group were 
scored 10 points or more above the 
hard-number assessment”
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This would produce a maximum score of 1,000 for a 
jurisdiction with a perfect risk rating that also scored a 10 for 
its prospectivity (i.e. 100 x 10); and a minimum score of 0 for a 
jurisdiction with the highest level of possible risk that was 
also considered to have zero potential for mineral discovery 
(i.e. 0 x0). 

The obvious flaw in the methodology is the geology 
component of the score comes from a survey of mostly 
resource companies (74%; remaining 24% consultants) that 
have chosen to invest in that particular jurisdiction and so, 
presumably, think their chances of finding and proving up an 
economic deposit are fairly strong. As such, we would expect 
most jurisdictions to receive reasonably high scores within a 
few points of each other and, so, the Opportunity Index is 
likely to track the Investment Risk Index quite closely. This is 
essentially what we found to be the case, though there were 
a few surprises.

The range of scores for prospectivity did range from 2.5 (Italy) 
to 10 (various), though that lower score was a genuine outlier. 
Once removed, the range of scores was 4.5-10 and, even 
then, most scores rested between seven and nine. The 
average scores for the regions were, therefore, tightly 
grouped. 

Canada was the most prospective region according to 
respondents, with an average score of 8.35. South America 
was second with 7.74, just ahead of an exceptionally tight 

grouping of Africa (7.54), Australia/Oceania (7.51), Central America/Caribbean (7.5), Asia (7.42), and the US (7.39). Off the pace, 
but not by much, were Europe and the Middle East with average scores of 6.92 and 6.5, respectively.

Mining Journal’s review of Canada and Australia’s mineral production and major mineral districts last year indicates that 
Australia (Australia/Oceania) is, on paper, a more prospective region, which indicates either our review was wrong or 
respondents focused on Canada are a more bullish group of professionals.

Regardless, Canada led the Opportunity Index scores by some margin with an average of 657, which includes Saskatchewan’s 
top-rated 85 for risk multiplied by 9.5 for prospectivity for an index-best score of 807. The range for the region was broad on 
the back of Nova Scotia’s poor showing on both risk and rocks (64 x 5.67) for a score of 361.

The US was next with an average of 547, which included 797 for Alaska. New York state and Illinois both suffered at the hands 
of relatively uninspiring geological potential (4.5 and 5, respectively) for 312 and 365, respectively. Australia/Oceania was not 
far in arrears, with an average of 523 led by 615 for Western Australia and 602 for South Australia. Papua New Guinea’s risk 
score of 50 gave its great rocks little chance of making an impact, leaving the jurisdiction with a region-low score of 449 on 
the Opportunity Index. Of the Australian states, New South Wales and Victoria both combined poor risk ratings with lesser 
prospectivity scores to register Opportunity Index numbers of under 500.

South America registered an average of 482 thanks largely to strong showings from Peru (615) and Chile (592), and despite 
Bolivia’s return of 260. Ecuador received the highest score for its geology in the region at a flat nine, which gave it an 
Opportunity Index score of 497. Europe on average scored 440 led by Sweden and Finland with 666 and 599, respectively. 
Italy’s risk rating of 52 and geology rating of 2.5 made for an ugly low point in the region, and the world, of 130.

Similar average Investment Index scores and prospectivity scores meant Africa and Asia rested almost side-by-side in the 
Opportunity Index, with scores of 381 and 375, respectively. The best from Africa were Morocco (533) and Cote d’Ivoire (503), 
while Asia’s leading lights were South Korea (516) and Mongolia (474). Gabon on 247 was Africa’s worst performer, while Laos 
(176) brought up the rear for Asia. 
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Leader
It is generally accepted a well thought-out and prepared mining code is crucial to the ability of a country to attract mining 
investment. Given the long-term and capital-intensive nature of mining investments, investors generally want to make sure 
mining legislation enshrines certain key principles, including, among others, security of tenure (including the ability to 
obtain a mining permit after exploration leads to the discovery of a commercially-viable mineral deposit), minimal 
administrative discretion, and a predicable fiscal regime.  

We find, on the other hand, strong mining legislation is also necessary for governments to attain their objectives, which 
generally include the receipt of fiscal revenues, local employment, development of local businesses, development of 
infrastructure, and the safeguarding of community and environment. 

We have noted countries with inadequate mining legislation not only find themselves in a position where they enter into 
poorly negotiated ad-hoc mining agreements that purport to fill the gaps in the legislation, but also tend to attract some 
of the less-reputable mining companies. 

Mineral-sector regulatory and fiscal regimes are in constant flux, given the pressures for host governments to attract 
investment, while generating the most value and responding to the pressures from the civil society (and various other 

stakeholders). It is estimated over the past 20 years, more 
than 100 countries have either replaced or made substantial 
amendments to their mining legislation. 

The latest wave of reform came at the conclusion of the 
latest mining super cycle, as a number of countries took the 
view they had made too many concessions in their mining 
and fiscal legislation (including the reduction of income 
taxes, exemptions from import and export duties, and tax 
holidays). As such, they were poised to reform their mining 
sector in an attempt to generate more value.  

Ironically, this new impetus coincided with the end of the 
super cycle and downturn of the mineral sector. As a result, 
a number of the countries that were either getting ready to, 

or had already initiated discussions with regard to the reform of their mining codes decided to put those reforms on hold. 

For instance, the Democratic Republic of Congo announced plans to amend its 2002 mining code in 2012 and included 
some rather significant measures including an increase to the state’s free-carried interest from 5% to 30%, a windfall tax, 

and increased corporate income taxes and royalties. Given 
the pushback from the mining industry and the state of the 
commodities cycle, the government softened its position in 
2015, then decided to suspend its plans to amend the code 
in 2016. It resumed discussions around revisions in the 
summer of 2017, though the proposed amendments appear 
far less ambitious than the ones initially envisaged.   

In Latin America, Brazil, which had attempted to modify its 

32

Author: Daye Kaba is a partner in the Global Mining and 
Energy groups at international law firm, Fasken Martineau. 
His practice focuses primarily on securities and commercial 
law matters in the natural resources sector.

“Countries with inadequate 
mining legislation not only find 
themselves in a position where they 
enter into poorly negotiated ad-hoc 
mining agreements that purport to 
fill the gaps in the legislation, but 
also tend to attract some of the 
less-reputable mining companies”
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mining code in 2009 under the leadership of then president 
Dilma Rousseff in an effort to increase government 
revenues, displayed similar pragmatism through the 
adoption of Provisional Measure 789/2017 on July 25, 2017 
intended to boost foreign investment in its ailing mineral 
sector. 

It should be noted, however, while countries may have been 
reluctant to overhaul their mining legislation given the 
existing economic context, a number of countries decided 
to make aggressive claims and initiate proceedings in 
relation to taxes. Some examples include Tanzania, which 
recently presented Acacia Mining with a $190 billion tax bill, 
as well as Mali, where Randgold paid $25 million in October 
2016 to the government as a settlement to a longstanding 
tax dispute. This has given rise to a perception of increased 
risks in the mining sector.

It is also noteworthy countries that moved forward with 
reforming their mining sectors (Ghana and Côte d’Ivoire in 
2014; Senegal in 2016) have adopted enhanced social and 
environmental provisions, including local development 
funds, and rehabilitation funds for mine closure, as well as, 
in some cases, sliding scale mining royalties intended to 
help government benefit from increases in rising 
commodity prices.

One way companies can attempt to manage risks before they are fully invested is, where possible, to negotiate a strong 
mining convention with the host government. In addition, however, it is imperative companies take the social license to 
operate seriously so as to foster good relationships with the local communities. Companies must also try to establish good 
relationships built on trust with the authorities of the countries in which they operate.  

In addition, it is important for mining companies to maintain communication with key government ministries so the 
benefits of a given mine – through the payment of taxes, training, employment and infrastructure, as well as the CSR work 
– are well understood.

“One way companies can attempt 
to manage risks before they are 
fully invested is to negotiate a 
strong mining convention with the 
host government”
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Hard risk ratings

Constituent rating elements:     n MineHutte Regulatory Risk Ratings (mining code)
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Perceived risk ratings
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Legal analysis
Hard risk

The Legal hard-risk score is made up entirely of the 
MineHutte Regulatory Risk Ratings. These were published in 
February this year but MineHutte provided updated ratings in 
late July for the Mining Journal (feat.MineHutte ratings) World 
Risk Report. Importantly, these take into consideration 
material changes to the mining legal framework in South 
Africa, the DRC and Tanzania, which played out in the early 
part of the northern summer.

The MineHutte ratings did not cover all the jurisdictions for 
which we gathered risk perception data. Where holes were 
left, we have pulled through the World Risk Survey results. 
However, these numbers have not contributed to regional 
hard-risk averages.

The regional trends for mining codes were well-defined 
within the MineHutte research, with Canada leading the way 
by some margin with an average score of 76 out of 100. Alberta, Quebec and Yukon were the worst-performing provinces  
with scores of less than 70, while British Columbia was the best-performed jurisdiction of not just the region but of our entire 
sample group with a score of 87. 

The US states were some distance behind with a regional average of 68, though this was, again, well ahead of the next major 
region. Illinois, New York and Ohio have not yet been individually analysed and so wear the Federal US MineHutte rating of 70. 
The best-performing state within the US grouping was Alaska with a score of 77, 
two points clear of mining stronghold, Nevada. Letting down the US was Idaho, 
which with a score of 50 was 12 points adrift of the next lowest-scoring state, 
California.

Further back again was South America with a regional average of 59. The 
MineHutte scores provided full coverage of South America jurisdictions so World 
Risk Survey scores were not needed. The range of scores across South America at 
43 points was far bigger than that across either Canada (25) or the US (27), as one 
might expect given we are looking at a collection of sovereign states rather than 
sub-national jurisdictions. Leading the pack was mining heavyweight, Peru, with  
a score of 80, while Ecuador had the most work to do on its mining code with a 
score of 37.

Australia/Oceania, which is made up of the Australian states along with New 
Zealand and Papua New Guinea, sat mid-table in terms of major regions. The 
regional average was a lowly 54, though if Australia was assessed without its 
neighbours, the average for the Australian states crept up to 57. Like South 
America, MineHutte has full coverage for this regional sample. South Australia has 
the most robust mining code, earning it a score of 68, while Papua New Guinea 
scored poorly with just 37 for a regional range of 31. New South Wales was the 
worst-performing Australian state with a score of 40.

Average regional scores from here drop below 50, the point at which MineHutte 
advises resources companies and investors start to exercise additional caution.

The average score for Europe (inc.Russia) was 49, with Italy taking a World Risk 
Survey score. The average is 50 if Russia is removed. Scandinavia unsurprisingly 
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“The regional trends 
for mining codes were 
well-defined within 
the MineHutte 
research, with Canada 
leading the way by 
some margin”
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leads this grouping with Sweden scoring 67 and Finland 64, 
while Russia scores an equally predictable, though poor, 29. 
The range, therefore, is 38. Poland is the worst-performing 
European jurisdiction rated at 31.

Our Africa sample comprised 22 countries of which only 
Liberia took a World Risk Survey. The standout for the region 
was Cote d’Ivoire with a score of 67, which is on par with 
Quebec and ahead of other prominent mining addresses 
such as Western Australia (63) and Finland. Cote d’Ivoire 
contrasts starkly with both Guinea and Kenya, which both 
scored 31, for a regional range of 36 and an average of 45. 
Within the region, the grouping of West Africa countries 
outperformed the Sub-Saharan Africa countries considerably, 
registering an average score of 51 against 41 for its peer 
group in the south.

The poorest showing from a major region was out of Asia, with 
an average score for its mining codes of 36. MineHutte is 
expanding its coverage in this region though presently more 
than a third of the jurisdictions in the sample group (Japan, 
Laos, South Korea and Thailand) were forced to take a World 
Risk Survey score. The grouping among the rated jurisdictions 
was, generally, tightly packed with four scores in the mid-to-
low 30s. Mongolia was the outlier with a score of 51, pushing 
the regional range out to 22 (Kyrgyz Republic: 29).

Two lesser regions were covered that had only two 
constituents. Central America/Caribbean was made up of 
Honduras and Mexico, the latter of which recorded the 
second-best score for its mining code (86) from our total 
sample group and dragged up the average of two for this 
region to 66. Middle East constituents were Saudi Arabia and 
Turkey, which both scored above 50. Turkey was particularly 
strong with a score of 73.

Risk perception

The perception of mining codes across the world varied but 
was in general better than the reality, according to 
MineHutte. We’ve produced a simplified correlation by 
dividing the smaller of the two scores (hard risk and risk 
perception) by the larger one to show the relationship 
between perceived risk and hard risk findings (see graph). 
The closer the ratio to 1, the better the fit between 
perception and theoretical reality.

Canada was the only region where those operating there felt 
worse about the mining code than the MineHutte ratings 
suggested should be the case, with an average World Risk 
Survey score of 74. The correlation, though, is strong at 0.97.

Also strongly aligned were the survey responses from the US 
and the hard risk score from that region, with a correlation of 
0.96. Central America/Caribbean showed a perfect correlation.
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Europe showed the greatest discrepancy between the hard 
risk numbers and the perception with respondents much 
more satisfied than one might have expected for a correlation 
of just 0.77. Respondents from Australia/Oceania were also 
disproportionately pleased with their mining codes, with a 
correlation of 0.78.

The correlation appears generally lowest in areas where 
mining has culturally been accepted and so issues with the 
mining code have rarely been rigorously tested. Australian 
codes, for example, are heavy in discretion, which places 
investment at risk, however, history suggests regulators and 
politicians culturally endorse the mining industry and so 
projects run by responsible operators tend to be approved. 

The level of mining-specific expertise in places like Australia or 
Finland also make a degree of discretion in the mining code 
more tolerable because they have the ability to take 
considered, educated decisions based on decades of 
experience.

To be clear, those skills sets should have come through in 
World Risk Survey component of the score and will be 
expressed further in the Governance scores. They do not alter 
the interpretation of what makes a good mining code for 
investors.
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Other points of interest 

When MineHutte released its annual report earlier this year, 
chief legal editor Emma Beatty commented that many new 
codes continued to misunderstand or disregard the 
requirements of investors. This was particularly the case in 
Africa.

“As an example, Senegal’s latest legislative effort resulted in 
a rating of 42, an increase of just six points – all of which 
were awarded on the basis of the currency of the regulatory 
framework (which we measure in order to test if there is 
active regulation of the sector and a functioning parliament 
or other legislative body),” Beatty said. 

“Overall, the changes were neutral to negative, albeit the 
fact that it didn’t substantively regress can be seen as a 
positive given general trends in Africa.” She said while there 
were exceptions, the general trend toward a zero rating in 
Africa was “noticeable and well-understood in the industry”. 

That contrasted with improvements in Europe. Despite the 
broad range of quality across codes – MineHutte rates 
Sweden, Finland and Austria in the top 25 but Poland and 
Romania are bottom-10 jurisdictions – advanced economics 
were leading an overall improvement. The European 
Commission is also actively looking for ways to improve 
investment in mining and this includes a review of mining 
legislation across the bloc, which Mining Journal 
understands is almost complete and may be released this 
year.

It’s also worth pointing out two outliers in the risk 
perception responses, with Ecuador and Eritrea receiving 
vastly different ratings than prescribed by MineHutte, which 
might indicate those countries are finding workable ways to 
move projects forward even without strong legislation.

And finally, spare a thought for Mexico, which has 
established a mining code worthy of an exceptional rating 
from legal experts, only to have the industry fail to fully 
recognise its worth with a score of 71 – a correlation of 0.83. 
We would speculate governance and social issues have 
clouded the industry’s assessment of the mining legislation, 
in this instance.
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Legal discussion: Making the right noises
Though there is a clear variance in mining code quality across the world, miners should be generally heartened by the evolution 
of the industry’s legislation, according to Fasken Martineau global mining leader, John Turner.

With the headlines generated by Tanzania’s dramatically reshaped mining framework, the now infamous third iteration of the 
mining charter in South Africa, and a mining code review in the DRC that resulted in generally more onerous terms for miners, it 
is easy to get the impression standards in legislation are on the slide.

And while the industry is right to be alarmed by these developments, it should not lose focus on the bigger picture, which looks, 
on balance, much better. 

A change in administration in the US has brought volatility in many respects but it has also brought shifts in legislation, which 
many in the mining space would argue has previously been too biased toward the green lobby. Probably more dramatic have 
been changes in Argentina, which has opened up with a pro-business government that is making improvements not only in the 
mining code but in other legislation around business and, specifically, facilitating foreign investment. 

Turner, a lawyer with 25 years’ experience in the resources 
space, said the positive changes go beyond the reach of 
political swings.

“The codes around the world, in general, are becoming more 
standard,” he said. “Mining companies have become used to 
adapting to whatever situation is thrown at them but in most 
of the mining codes these days, even the ones that are not 
particularly well drafted, the relevant components that should 
be covered, are covered. 

“They might not say what miners would like them to say in 
every instance but at least most jurisdictions these days are 
speaking the same language, which has not historically been 
the case.”

Turner said this was in large part down to the work of the World Bank, the International Finance Corporation and legal 
organisations. These groups, and others, have spent “a lot of pro bono time” educating bureaucrats in places without a strong 
mining culture. 

There has also been a concerted effort from many sovereign states to improve their legislation. The express goal of these 
countries is to attract more foreign mining firms to make the most of their natural resources. 

Nigeria, for example, has traditionally been over-dependent on its massive hydrocarbon reserves and so has very little mining 
experience but, as the sun appears to be setting on fossil fuels, 
it has made a concerted effort to improve its appeal to the 
mining sector. Central to this effort was drafting a mining code 
that rates as one of the best in the region – private research 
organisation MineHutte rates Nigeria’s mining code 64 out of 
100 compared to a regional average of 45.

Colombia launched a similar initiative five-10 years ago, at 
which point it had barely been touched by modern exploration 
technology and techniques. The government at that time 
looked at other countries in South America that had made a 
real success of mining – some, such as Chile, were virtually built 
on mining – and took a proactive view. It changed its mining 
code – now a 66, according to MineHutte – and hired various 

“Mining companies have become 
used to adapting to whatever 
situation is thrown at them but in 
most of the mining codes these 
days, even the ones that are not 
particularly well drafted, the 
relevant components that should 
be covered, are covered”
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technical, financial and legal advisors to 
set up a framework more attractive to 
miners. Colombia, though not without 
its difficulties, is today buzzing with 
exploration and has seen projects 
become mines.

In Europe, too, positive change is afoot. 
MineHutte highlighted the continent as 
the region on average making the most 
progress toward better mining codes. 
Though there was still great disparity 
between the legislative competences of 
constituent states, the firm said the 
improvements being made by more 
advanced European economies would 
lead regional gains.

Turner said this overall improvement 
over the past decade had meant the 
lowest quality mining codes are today of 
a materially higher standard than was 
once the case. 

The jurisdictions that scored heavily in our research for their mining codes reflect both the effectiveness of strong legislation and 
the value of a mining culture. 

Canadian jurisdictions dominated the top of the overall legal ratings, while mining strongholds Mexico, Sweden, Chile, Peru, 
Arizona and Nevada also scored above 70. The lower-rated Australian states, along with Finland, were a surprise given miners 
flock to these addresses. Turner suggested the attractiveness was born of their deep-seated mining culture, which allowed 
investors to look past dated mining legislation. 

He said strong legislation, mining pedigree, and the combination of those two factors, had positioned these jurisdictions as 
sanctuaries over the past few years.

“Early in the last cycle, the feeling was risk was overplayed and all you needed was a good resource and you would be able to 
develop it,” Turner said. “Then a few things happened that showed that wasn’t the case – the DRC expropriated a couple of First 
Quantum mines, for example. This was followed by the downturn in the cycle and there was a flight to quality jurisdictions. 

“Miners are doing their due diligence on these places before they invest and in many cases the opportunity can’t justify the risk 
given current investor appetites.” 

What not to do

Turner said though miners were generally more accepting of risk than other businesses, there were a few red flags that were 
likely to give them second thoughts, if not stop them in their 
tracks, when looking through mining codes. Top of that list was 
subjectivity.

According to MineHutte, too much discretion had been 
creeping into new iterations of mining codes in Africa, which 
was trending against the general improvements in legislation 
Turner identified on a global scale.

“The more subjectivity that’s built into a code, the more it will 
give investors pause,” Turner said. “Investors and miners need to know the rules.

“The more subjectivity that’s built 
into a code, the more it will give 
investors pause. Investors and 
miners need to know the rules”
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“The rules give you some idea of what costs you’re going to face as a developer and as a producer. So you can factor that in to 
your exploration as you develop a resource and as you’re considering whether your deposit is economic and worthy of further 
investment. 

“You want to be able to assess the grade and tonnes against the cost of development and mining, as well as the cost of  
compliance. Then you can make a development decision – and that’s assuming the legislation has given you the confidence you 
will still have your asset once it’s developed.

“It’s very hard to make those judgements if the parameters aren’t clear and 
therefore it’s very difficult to justify that investment.” 

Naturally, Turner said miners looked for more or less the exact opposite in a 
preferred mining code.

“The better codes are the ones that lay out, step-by-step the process to go from 
explorer to developer to producer. When you have that stability, you’re often able 
to better develop your relationships with communities and government.”

There are question marks over how much the mining industry should attempt to 
be involved in discussions around drafting new mining codes that, hopefully, get closer to the ideal scenario outlined above. 

On one hand, business views are often received sceptically in these conversations because there is always a level of self-interest.

On the other hand, the industry obviously offers a valuable level of insight that should be considered in order to deliver 
legislation that is attractive and workable for mining companies and their investors. It is also difficult to sit idly by while NGOs and 
other advisors, however well meaning, draft mining codes that they, of course, will never have to use.

Like many solutions, Turner’s suggestion hinted at something in between. He said while it was crucial for the mining industry to 
have a voice, that voice might be better directed if worked through third-party advisors in the main and only directed to 
government when invited.

This may test the diplomatic skills of the mining industry but, given the importance of continued improvements to mining codes 
globally, it is well worth the effort.

“The better codes are 
the ones that lay out, 
step-by-step the process 
to go from explorer to 
developer to producer”
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Leader: The need for ‘Google-isation’
The mining industry is on the brink of “Uber-isation”, as George Salamis of Integra has stated, with new technologies such as 
drones, bio-mining and virtual reality promising to transform exploration and production. The relationships among company, 
government and community, however, are equally in need of modernisation and might be transformed by mere ‘Google-isation’.

Every jurisdiction has room to improve its governance. Regulation should ensure clarity and certainty of process, accountability 
and responsibility for all stakeholders (including the environment) and foster the efficient allocation of capital. To better achieve 
these aims, improvements in transparency and collaboration, the catalysts for trust, are essential.

The concept of Google-ising regulation springs from ‘.com’-era innovations: publicly searchable databases accessing virtually all 
information in an instant; and, the until-recently radical philosophy of open-source collaboration. The following are four key areas 
where the Google-isation of a jurisdiction’s governing frameworks can achieve improved transparency and collaboration. 

Efficient concession management

In many jurisdictions, the application process for mineral concessions is paper-based, opaque and exceedingly slow. Online, map-
based concession staking, including real-time collection and recording of tax/rental payments and work commitments/reports is 

essential to ensure efficient exploration and effective monitoring of 
holding costs and obligations.

Efficient staking is the first step in applying regional-scale exploration 
concepts necessary to discover much needed world-class deposits. 
Additionally, with many jurisdictions increasing holding costs (often 
coupled with shorter concession terms), which may be a useful 
mechanism to improve turnover, efficient concession management 
becomes critically important.

Illuminating company-community relationships

Much legislation has been enacted in recent years to prosecute 
illegal payments to public officials and ensure transparency of 
payments to governments. Yet, in virtually all jurisdictions, the 
specifics – and sometimes existence – of surface rights agreements 
with local communities and landowners are entirely opaque, leading 
to three serious issues:

   No ‘market’ exists for companies to determine a proper value for 
surface rights, leading to uncertainty on costs and inefficient or 
unfair arrangements

   Community expectations on value may be radically skewed, 
whether through misunderstanding or third-party influence

  Disadvantaged community members may have no visibility on 

Author: Brendan Cahill is a mining executive who started his career 
as a lawyer based in Canada. He worked extensively on M&A 
transactions with Davies Ward Phillips & Vineberg and served as a 
legal expert and corporate development executive with resource 
companies focused on Canada and Africa, before joining Mexico-
focused miner Excellon Resources, where he is the chief executive.

“Google provides access to 
instructions for virtually 
anything, but clear processes 
for mine permitting in any 
jurisdiction are difficult to find”
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benefits received, leading to significant opportunities for corruption 
and corresponding lack of support for mineral development.

A multiple listing-like service of surface rights arrangements would 
create a market, balance expectations, ensure transparency for all 
community members on the benefits received, and ensure a level 
playing field for all parties to build a relationship on trust, rather than 
legal clauses.

Clear process and collaborative permitting

Google provides access to instructions for virtually anything, but clear 
processes for mine permitting in any jurisdiction are difficult to find. 
Mining regulators should ensure that clear frameworks are readily 
available online for ‘total’ permitting, including all levels of regulation 
(water, environmental, electricity, rail, etc). Clear frameworks can distil 
legalistic and disparate regulation, increase efficiency, reduce 
expense and decrease the likelihood of errors or omissions in the 
process.

Additionally, a ‘real-time’ permitting process can also allow integrated 
and iterative communication between regulators and companies. 
Numerous examples exist of multi-year permitting processes ending 
negatively where permission was denied due to unresolved misunderstandings by the regulator or easily fixable errors by the 
company. Today’s world moves too quickly for non-collaborative processes and with numerous platforms available (secure, 
registered and searchable) more efficient collaboration during the permitting process is easily attainable. The result of such 
collaboration should be a permit that the regulator supports as strongly as the mining company.

Targeted taxation

Greater transparency on the use of taxes paid by mining companies is essential. Canada’s Extractive Sector Transparency Act, for 
example, ensures the public disclosure of taxes paid to government via an online database, but local communities seldom 
understand whether or how they benefit from mining taxes. Such understandings are critical for communities to decide whether 
resource development benefits outweigh the negative impacts. 

Online tracking of the application of taxes paid by mining companies in local communities would improve transparency, trust 
and the acceptance of mining projects. 

Opportunity also exists for governments, companies and communities to collaborate on the effective use of taxes generated 
from mining projects, a scenario that appears to be working well with Mexico’s recently enacted royalty regime, where 
companies collaborate with each other and community leaders to determine the best use of royalty taxes.

The foregoing ideas are hardly revolutionary, but reflect the need for governments worldwide to catch the tail-end of the 
technological revolutions that have made all industries more efficient. Implementing these may disrupt bureaucracies, but at 
minimal cost and great savings going forward, they promise to make this essential industry more responsible to all.

“In many jurisdictions, the 
application process for mineral 
concessions is paper-based, 
opaque and exceedingly slow”
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Hard risk ratings

Constituent rating elements:    n Ease of doing business index (50%)   n Transparency (50%)
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Perceived risk ratings

Constituent rating elements:    n Ease of doing business (50%)   n Transparency (50%)
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Constituent rating elements:    n Ease of doing business (80%)   n Transparency (20%)
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Governance analysis
Hard risk

The Governance hard-risk score is made up of the World Bank’s Ease of Doing 
Business Index and MineHutte’s Corruption Risk Index. Only Greenland wasn’t 
covered by the Ease of Doing Business Index; and where Corruption Risk Index 
numbers weren’t available, we have used Transparency International’s 
Corruption Perceptions Index, which were applied across seven jurisdictions.

North America is the best place in the world in terms of the ease of business, 
with both the US and Canada leading the way among major regions with 
scores of 96 and 88, respectively. The Ease of Doing Business Index does not 
break down its ratings to a sub-national level so there is no range for either 
region.

Hot on the heels of Canada was Australia/Oceania, which averaged 87. Once 
again, the range was, in theory, limited given seven Australian states or 
territories are within the nine jurisdictions for the region. However, the 
presence of New Zealand with a perfect score of 100 and PNG, which scored 
37, produced a variance of 63.

Europe (inc. Russia) was the last major region to average above 80, with a 
score of 81. Leading the region was the UK on 96 closely followed by Sweden 
on 95, while Finland (93), Ireland (91), Germany (91) all scored over 90. Serbia 
was making life most difficult for business among our European sample 
though still scored a respectable 75 for a range of 21.

From here, life starts to become much more difficult. Asia was fifth on the ease 
of doing business hierarchy, though was 22 points adrift of Europe with a 
regional average of 59. It was no surprise to see Japan on top of this regional 
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grouping with a score of 82, though 
few would have expected to see 
Kazakhstan right alongside. This is 
testament to the steps government 
has taken to open up the business 
environment for foreign investors 
across industries. Well off the pace was 
Laos, with a score of 27 for a broad 
regional range of 55.

Further back again was South America 
with a regional average of 50. Peru and 
Colombia led the grouping with a solid 
yet uninspiring 72, while Chile also 
scored a respectable 70. The remaining 
jurisdictions weighed heavily on the 
average with no other scores above 40. 
The lowest score was Bolivia on 22.

By far the poorest for business as a 
region was Africa, averaging just 28. The region is home to several of the lowest-placed jurisdictions on the Ease of Doing 
Business Index, including second-last-placed Eritrea, which subsequently scored just one. The DRC (three), the Republic of 

Congo (seven) and Liberia (eight) all scored less than 10. Morocco (64), 
Botswana (63) and South Africa (61) were the only three jurisdictions to register 
a score of more than 60. The regional range was 63.

The two minor regions, Central America/Caribbean and the Middle East were 
middle of the road with averages of 60 and 58, respectively. Mexico was the 
standout of these four jurisdictions with a score of 75. 

Transparency (or corruption) followed a similar pattern at the very top of the 
hierarchy, as North America once again dominated, with the US and Canada 
tied on 93.

California and Idaho were the only jurisdictions to drop below 90 in the US and 
they were only just out of touch (89). Alaska and Nevada both scored 95, which was also the Federal US score adopted for 
Illinois, New York and Ohio. The range was therefore a tight six. 

The range for Canada was greater at 
15. This was partly because of a slightly 
higher top-end score of 97 for British 
Columbia but really came down to the 
use of the Corruption Perceptions 
Index for Manitoba and Nova Scotia, 
which at 82 for both weighed heavily. 

Again just off the pace was Australia/
Oceania on 89, though if PNG (66) was 
removed the average for Australia and 
New Zealand was 92. The most 
transparent jurisdiction in the region 
was Western Australia with a score of 
95, though all but New South Wales, 
Tasmania and, of course, PNG, scored 
more than 90. The regional range was 
29, or seven without PNG.

“The disparity between 
the best and worst 
regions based on the 
hard numbers is far 
greater than that based 
on the survey results”
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South America was far stronger in its transparency than it was in its general ease of business, scoring an average of 78 for 
the region. Chile was particularly strong with a score of 91, while Argentina (86), Peru (86) and Colombia (83) all scored 
more than 80. Ecuador was the least transparent in the region though still netted a decent score of 62.

Most jurisdictions within Europe would be disappointed with a regional average 
of 75, though the culprits are easily identifiable. Italy, not known for its 
transparency, scored a poor 47, which was also a Corruption Perceptions Index 
number, while Russia registered a dismal score of 15. Without these two outliers, 
Europe’s average transparency rating is 84. 

Sweden is the most transparent with a score of 96, though Finland (94), 
Greenland (94), the UK (93), Ireland (92) and Germany (90) all scored 90 or more. 
The regional range is 81, or 34 without Russia and Italy.

Though some way back, Africa climbed off the bottom of the rankings with an 
average score of 56. Serial outperformer Botswana dragged up the average with 
a score of 85, while Zambia (84), South Africa (81), Tanzania (81), Burkina Faso 
(73), Ghana (72) and Nigeria (72) all scored more than 70. Of the lower-scoring 
jurisdictions, Guinea (21) and Gabon (16) were particularly dismal. The range 
therefore was a broad 69.

The lowliest region in terms of transparency was Asia, which averaged just 51. 
Kazakhstan (27) and China (28) hurt the average with the results for the former 
suggesting it isn’t always necessary to have transparency to achieve good 
administrative functionality. India was the standout jurisdiction in the region 
with a score of 77, though Japan’s 72 was from the harsher Corruption 
Perceptions Index.

Minor regions Central America/Caribbean and the Middle East were split, with 
the former (average: 74) considerably more transparent than the latter (average: 
55). This is, however, not a fair reflection on Mexico (88) or Turkey (78).

Across both risk metrics, it follows that North America was the strongest with 
the US and Canada averaging 94 and 91, respectively. Australia/Oceania 
averaged 88, well ahead of Europe on 78. South America sat between the 
developed world and the emerging economies with an average of 64. Asia 
averaged 55 and Africa a lowly 42.

Perception of risk

The order the regions fell into for Governance based on  
the World Risk Survey was broadly in line with the hard 
numbers. The US and Canada led the way, with Australia/
Oceania close behind and Europe next but some way back. 

South America was more harshly treated than the hard 
numbers suggested was reasonable and finished on par 
with Africa, which was, by comparison, generously dealt 
with. Asia was low according to the hard numbers, but 
dead last based on perception. 

The correlation between the perception numbers and  
the hard numbers was fairly poor, averaging just over 0.8, 
though of the major regions, only South America’s hard 
and perception numbers had a correlation of more than  
0.8 (0.83).
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Other points of interest

The disparity between the best and worst regions based 
on the hard numbers is far greater than that based on 
survey results. This indicates the industry perceives 
there is less between the best and worst regions, and 
individual jurisdictions, than the hard numbers 
demonstrate. 

We would also have thought that jurisdictions with 
good administrative ease would also be the more 
transparent places to operate. And while this was 
generally the case, there were a handful of exceptions 
starting with the administratively strong but opaque 
business environment in Kazakhstan. Others included 
Nigeria, Greenland, and Russia, which all had more than 
55 points separating there Governance hard metrics (see 
chart).
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Discussion: Corruption simply doesn’t work
Multiple factors combine to build the good governance needed to facilitate a strong administrative framework for 
business. If we go by the World Bank’s Ease of Doing Business Index, which we literally have to a large extent in defining 
our Governance scores, that list includes the number of administrative procedures to set up a new business, the cost of the 
permitting process, and the number of judicial processes involved in enforcing contracts, to name three of the 41 
constituents.

The ability to deliver on these metrics overlaps considerably with the level of access to information and the general 
standard of administrative transparency. 

The governance credentials vary across jurisdictions with New Zealand at one end and Eritrea at the other. For Eritrea and 
all those in between, to make up ground on New Zealand, it will take many changes. Some of those look almost impossible 
but others are straight-forward.

Brendan Cahill is chief executive of Mexico-focused miner Excellon Resources and also has experience across Canada and 
West Africa. He said given the value of accessible information in attracting investment and the ease at which it can be 
provided, this is a good place for many jurisdictions to start.

“There are mining-friendly places like Mexico and Brazil where the ability to access information is still not necessarily there,” 
he said. “That starts with how you access land and find deposits and goes through to how you put them into production 

and continue producing from them.

“You need those registration systems set up so getting concessions in the first 
place is an efficient and fair process. In many places where you would expect 
strong administration to match the mining industries, the process is still 
outdated, [using] map-based registration systems with limited visibility – you 
don’t really know who has ground or whether or not it’s available to be staked.”

He said this compared starkly to the situation in Ontario, for example, where 
companies could find out exactly where concessions were, who had them and 
their work history. 

“You can sit in a room and map out a huge list of concessions you’re interested 
in for little cost and time. At the very basic level, that’s a key thing and that 

clarity over information and process tends to filter down through other aspects of administrative governance,” Cahill said.

Compared to some of the other carrots dangled to lure in miners such as comprehensive geophysical surveys to gather 
public data or tax holidays, making the most of 
existing data and streamlining the 
administrative infrastructure is a cheap and 
effective alternative.

“There is a huge amount of paperwork done 
over the years that many places still need to 
digitise, which would create huge value in 
transforming what at the moment is a 
massively paper-intensive, and time-
consuming process.”

Another bugbear among miners is poor 
communication between companies and the 
administrators. This can leave companies in the 
dark over key issues surrounding permitting, 
which makes communicating any progress to 

“It shouldn’t be a case 
of submitting 10,000 
pages of requested 
documents and waiting 
indefinitely for a 
response. Things can’t 
work that way”
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shareholders impossible. This is also 
another cheap fix.

Cahill said jurisdictions that were 
successful in facilitating mine builds on 
reasonable timeframes generally 
allowed miners to efficiently interact 
with the administrative regencies. 

“It shouldn’t be a case of submitting 
10,000 pages of requested documents 
and waiting indefinitely for a response,” 
he said. “Things can’t work that way. 

“It needs to be an integrated experience 
with questions asked and answered 
efficiently so hardened misconceptions 
are not allowed to develop and simple administrative errors can be identified and rectified without having to wait years for 
a response.

“There needs to be more dialogue between regulatory bodies and companies to allow things to move forward at a 
reasonable rate. It’s about information and transparency and knocking down the barriers to that – not just in mining, but in 
all industry.”

Cahill said one area where transparency would make a particularly big 
difference was in the disclosure of payments made to local, non-governmental 
parties. Companies are not obliged to declare these transactions in the host 
country and they fall outside anti-corruption legislation in their home markets 
that require disclosure of payments made only to government. 

Payments made at a local level for surface rights and general access to land 
have the ability to change project economics but, more than that, can sow the 
seeds for the ongoing relationship between the miner and the community.

“These are some of the most opaque, corruptible payments out there,” Cahill said. “And not corruptible from a company 
perspective, more from the perspective that amounts are never disclosed to the broader community group and money 
subsequently disappears.

“It’s like having a housing market and not knowing what others have sold for – without any market visibility it’s impossible 
to make fair arrangements on several fronts: from the company’s perspective; to meet community expectations; and to 
make sure the community as a whole knows what the arrangement is. This is a huge problem.”

He said this was a reasonably straight-forward administrative fix, which could be achieved by establishing a surface rights 
transactional registry similar to any other real estate registry that covers land sales and leases. 

“Not having transparency over that is a huge detriment to the mining industry,” Cahill said. “It creates most of the problems 
with communities in terms of how payments are distributed locally. It also heads off most disputes over the value of the 
ground in the first place.”

Full transparency is the ideal at one end of the spectrum but, in many places miners operate, they are faced with the 
prospect of not just poor transparency but a culture of corruption.

Mark Connelly is a mining executive with 29 years of experience in junior, mid-tier and major resource companies across 
Europe, Africa, Australia and North America. He said there was a risk of anti-corruption legislation from first-world nations 
missing the point when applied to miners operating in the developing and third world.

“There are means and ways to be a positive contributor with in-kind services,” he said. “You go and drill a water hole for a 

“There are mining-
friendly places like 
Mexico and Brazil where 
the ability to access 
information is still not 
necessarily there”
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community that might cost $150,000 – that’s a positive contribution to people on the ground but a regulator in an office in 
Toronto might see it as coercion.”

Connelly said, for most companies, there was a clear difference between making a payment to someone to directly help 
secure a permit and facilitating the education process to help governments make good decisions. It was also about 
providing positive contributions to communities in which miners are guests.

He said there was always a risk people at various levels of the 
community and government would attempt to either offer an 
accelerated path forward through bribery or extort miners by 
holding up due process. However, this was never the right path 
forward for miners – and not just from a moral perspective.

“I’m not aware of any company that has managed to get things 
done by entering into corrupt practice,” Connelly said. “Once you 
open that avenue up it’s impossible to close it off and eventually it 
will destroy a business.

“The only way to be successful is to maintain your high standards and insist on those from your host. In my experience, 
most places respond well to companies assuming a certain level of professional conduct and an equal relationship.”

Whether it be administrative process or avoiding corrupt practice, two words came up time and time again in 
conversations with both Cahill and Connelly – transparency and clarity.

Connelly said jurisdictions looking to make regulatory improvements should first establish a culture of transparency and 
clarity over its processes. “That would be a fantastic first step,” he said. “That should be the priority for the first, developing 
or third world – to make sure you have that base.”

Cahill was even more emphatic: “A lot of the administrative issues, particularly those around timing, would take care of 
themselves if the transparency issue was resolved. It’s all about transparency so the company knows what’s going on with 
its permits and so the communities can see what’s going on with payments and development plans. 

“If people understand what the process is and why you’re doing things in a certain way and why you’re actually there, that 
creates a level of understanding that is the basis for trust. 

“And trust really gets things done in an efficient manner –  trust is the ultimate grease. And I’m not talking about the 
appearance of trust, I’m talking about actually being trustworthy.”

“Trust really gets things done 
in an efficient manner –  trust is 
the ultimate grease. And I’m not 
talking about the appearance of 
trust, I’m talking about actually 
being trustworthy”

G 2v_Gov_WRR.indd   54 29/09/2017   16:32



55feat. MineHutte ratingsREPORT
feat .  MineHutte  rat ings

2017 edition

REPORT
feat .  MineHutte  rat ingsfeat .  MineHutte  rat ings

2vi: Social
Leader 56

Hard risk ratings 57

Perceived risk ratings 58

Investment Risk Index 59

Analysis 60

Discussion 63

H 2vi_Social_WRR.indd   55 29/09/2017   16:31



feat. MineHutte ratingsREPORT
feat .  MineHutte  rat ings

2017 edition

Social2vi

56

Leader: CSR no longer an afterthought
Corporate social responsibility (CSR) in its most primitive form was historically used by corporations as a public relations exercise 
or ‘greenwashing’ adage, commonly referred to as a “bolt-on CSR” to incorporate philanthropic or charitable models of giving. 

That is Milton Friedman’s maxim: “The business of business is business, that is, the only responsibility of a private corporation is to 
increase profits for its owners or shareholders and to disregard activities that are not directly related to the pursuit of profits.” 

However, in today’s tightly-knit, social-media community structures, these models are not enough and many of the more 
sophisticated executives are taking on a more responsible approach to CSR, genuine in their understanding that responsible 
corporate citizenship not only improves profits but also provides sustainability, both in giving their employees a feeling of real 
purpose as well as protecting their overall business. 

These forward-thinking executives brought their values to both firms and to the host countries that they operated in. This is 
supplanting the grossly outdated approach of opportunistically taking 
advantage of governance gaps, still practiced by industry relics. 

CSR requires a multi-stakeholder approach across many disciplines and, with the 
development of International norms and discussions of a Treaty on Business and 
Human Rights, companies are required to initiate good compliance and 
governance mechanisms to ensure that they are proactive in their approach to 
addressing human rights, environmental issues and economic concerns. CSR 
requires advice from many sectors to ensure that it is approached from a holistic 
perspective and not just as an add on – CSR needs to be an integrated part of 
the business.  

Similar to the evolution of corporate governance, which has become an integral 
part of business because it requires compliance with legislation, directives and 
codes of conduct, CSR is now developing into more than just a voluntary 
initiative. Corporate responsibility can be seen at the national and international 
level and with respect to the United Nations Guiding Principles, Voluntary 
Principles on Security and Human Rights, OECD Guidelines for Multinationals, 
Modern Slavery Act, Companies Act, Global Compact to name a few. 

Our company, Nevsun Resources, has undertaken unique CSR projects that 
reinforce this approach of constantly raising the bar. This has included recurring 
and fully-transparent independent human rights impact assessments at our 
operation in Eritrea, a preliminary independent human rights study on a new 
project in Serbia that is several years away from construction, and extensive 
training for our security contractors in Eritrea on the Voluntary Principles for 
Security & Human Rights. 

We have numerous other CSR projects currently underway and several being 
planned for subsequent years to continue to build on our collective efforts to 
make a positive, lasting impression that benefits our stakeholders and the 
communities among which we operate.  

Ultimately, CSR has to illustrate tangible and measureable ethical benefits from 
corporate presence. Those CSR efforts must be forward looking (versus harping 
on about past results), actively working towards building upon the next 
milestone to complement sustained successes across the board to bolster a 
company’s social license to operate. 

All of this is done in the strict adherence to national laws and local customs, 
while maintaining an active commitment to evolving international best 
practices.

Author: Todd Romaine has more than 15 
years of experience overseeing CSR 
programs including policy and process 
development, operational governance, 
environmental monitoring and public 
awareness initiatives with stakeholders  
and the public. During his time with 
Enbridge, Romaine worked with Inuvialuit 
Regional Corporation and the government 
of Nunavut. He has a BSc in environmental 
planning, a BA in environmental studies  
an MA in leadership as well as international 
relations.

“Ultimately, CSR has  
to illustrate tangible  
and measureable 
ethical benefits from 
corporate presence”
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Hard risk ratings

Constituent rating elements:    n Fragile States Index (33.3%)   n Conflict barometer (33.3%)   n Population density (33.3%)
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Fragile States Index: Original scores are out of 120 with a low score being more stable. Scores were therefore divided by 120 for a percentage and subtracted 
from 100 so a high score reflects greater stability.

Heidelberg Conflict Barometer: Original scores are from 1 to 5 with a low score being more peaceful. Scores were convereted to a meaningful scale by making a 
score of 1 equal to 0, 2 equal to 20, 3 equal to 40, 4 equal to 60, and 5 equal to 80, then subtracted from 100 so a high score reflects greater peacefulness.

Population density: Scores are calculated by adjusting the range of population densities for a score out of 100 where the greatest density is 0 and lowest density 
is 100. A score of 0 is given to any jurisdiction with ≥200p/km2 rather than the top bracket number of 452. This is to ensure some sensitivities for the majority of 
jurisdictions, which have a p/km2 of less than 100.

*WRS (Heidelberg Conflict Barometer)
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Perceived risk ratings

Constituent rating elements:    n Political stability (50%)    n Conflict (50%)
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Social analysis
Hard risk

The Social hard risk score is made up of three separate metrics, each weighted equally in the overall score. Those metrics are 
the Fund for Peace Fragile States Index (FSI), Heidelberg Conflict Barometer (HCB) and population density.

Starting with our proxy for political instability and social unrest, the FSI, and the usual suspects have top billing. Scores are 
available only on a national level and so all provinces/states in Canada and 
Australia received a blanket 81. PNG brought down the Australia/Oceania average 
to 75 with its score of 28. The US scored 70 at a national level.

Europe’s average of 64 was the balance between the sanctuary of the north 
(Finland 84; Sweden 82) and the chaos of Russia (34) for a range of 50. Ireland also 
scored more than 80, as scores generally improved from east to west.

FSI scores drop away significantly as we exit the first world. The next best regional 
showing was in South America with 45. The atmosphere was steadied by a 
calming 66 from Chile and an encouraging 60 in Argentina, though an unsettled 
set of scores from Colombia (34), Ecuador (36) and Bolivia (36) brought down the 
average and stretched the range to 32.

Asia was marginally behind with an average score of 43. Japan (69) and South 
Korea (68) were positive outliers in this grouping, 
which included Laos at 31. The range was 38.

Predictably, Africa was some distance behind with an 
average score of 27. The DRC on eight was the worst 
in Africa and the worst in the world for political and 
social stability, while three others tied on 15 – Guinea, 
Nigeria and Zimbabwe – and also featured in the FSI 
‘High Alert’ bracket. Botswana, the self-promoted 
Switzerland of Africa, was best on 47.

Both our minor jurisdictions, Central America/
Caribbean and the Middle East scored poorly at 36 
and 37, respectively, with relatively tight groupings.  

In terms of those jurisdictions enduring actual 
violent conflict and those shaping up for violent 
conflict, there were some surprises in the HCB 
numbers. 

It was hardly a shock to have the provinces of 
Canada (100) and states of Australia (100) regarded 
as archetypal safe zones, even with the influence of 
PNG (60) pulling down the Australia/Oceania 
average to 95. More interesting was that the US was 
not next in the hierarchy, nor anywhere near the top 
two groupings.

Rather, Asia enjoyed a rare trip into third place with 
an average score of 64. This was led by Laos with a 
perfect score, which is somewhat counter-intuitive 
given the level of unrest indicated by the FSI, while 
South Korea (80) and Japan (80) also scored strongly 
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and more in line with FSI figures. The worst-
performed Asia jurisdictions were the Philippines 
and India on 40 for a 60-point range. 

Europe, also averaging 64, was fairly tightly 
grouped with most jurisdictions enduring some 
form of low-level ‘violent conflict’, equivalent to a 
score of 60. The outlier was the politically and 
socially unsettled, but ultimately peaceful, 
Bulgaria, which received a perfect score. There 
were several missed states in the HCB coverage 
for Europe and so results from the World Risk 
Survey were pulled through as described in the 
methodology, though these have not been 
counted toward hard risk averages. 

The national score applied to all US states was 
60, surprisingly on par with the average score for 
South America, which came from a range over 60 
points. Argentina was best-performed with a 
perfect score, while both Brazil and Colombia 
scored a lowly 40 to reflect the ‘limited war’ 
status identified by the Heidelberg Institute. 

Africa averaged 53, reflecting the widespread 
level of violent conflict with two ‘limited wars’, 
two ‘wars’, and 13 ‘violent conflicts’ across the 17 
jurisdictions covered by the institute for a range 
of 40. As with Europe, World Risk Survey numbers 
were pulled through to fill holes in the data and, 
in this instance, they appear to be far more 
positive than the picture painted by the hard 
numbers.

The two minor regions, Central America/Caribbean and the Middle East, were both exposed to ‘war’ through Mexico and 
Turkey, which ensured low averages of 40 for both.

The importance of having some space to yourself as a miner was clear in the population density trends. The place where 
you’re least likely to have to negotiate with a large community for access to an ore body is Canada, where the average 
population density is just six people per square kilometre for a score of 97. All Canada jurisdictions scored above 90 for a 
range of only nine, with the Northwest Territories and Yukon recording perfect scores.

Australia’s large expanses of open ground also lend themselves to the luxury of limited human risk. This was reflected in an 
average score of 96, though this is diluted ever-so-slightly by New Zealand and PNG, both at 91, for an Australia/Oceania 
average of 95. The Northern Territory recorded a perfect score, while Victoria was the only jurisdiction to slip below 90 (87).

Somewhat off the pace but still fairly sparse are the jurisdictions of South America, which together averaged a score of 85. The 
grouping again was fairly tight with a range of 28, though excluding Ecuador (67) brought that grouping in even closer for a 
range of 17. Bolivia (95) was the most vacuous jurisdiction and Argentina also scored above 90 (92).

The most popular mining states in the US showed the importance of freedom from people, as a score of 71 recognised a split 
between the mining ‘haves’ and ‘have nots’. Nevada, Colorado, Arizona and Alaska together average 93, while California, Idaho, 
Illinois, New York and Ohio average 54 – and that was bolstered by a 96 from Idaho, which could arguably be a mining ‘have’. 
New York state is the busiest jurisdiction, though this was clearly swayed by hosting New York city’s 8.5 million people.

Also on 71 was Africa, though the range was far more severe as Botswana led the way on 98 and Nigeria brought up the rear with 
a score of 0. The only other jurisdictions to score less than 60 were Ghana (37), Kenya (58), Senegal (59), and Sierra Leone (54).
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It starts getting more crowded in Europe (inc.Russia), where  
a similar split of mining-friendly addresses within that 
grouping is evident. Germany Italy and the UK all scored 0 
compared to 88 and 91 in Sweden and Finland, respectively. 
Greenland recorded a perfect score to produce the ultimate 
range for the region.

And it’s standing room only in Asia, where the average  
score is 35, in part due to three scores of zero for Japan, the 
Philippines and South Korea. Central Asia is better as a sub-
region and Mongolia (99), Kazakhstan (84) and the Kyrgyz 
Republic (85) together average 89.

Minor regions Central America/Caribbean and the Middle 
East were moderately crowded with average scores of 65  
and 70, respectively. 

Across the three metrics, investors moving into Canada can expect the warmest (and quietest) welcome (93), with a similar 
reception for those moving into Australia/Oceania (88). The US scored reasonably well with 67.

It gets less settled, more violent and crowded as we move to South America and Europe (inc.Russia), with scores of 63 and 61. 
More serious social challenges should be anticipated for those in Africa (50) and Asia (47).

Risk perception

The correlation between the hard risk numbers and risk perception was relatively weak 
compared to other risk baskets. It was strongest in South America (0.97) and weakest in 
Asia (0.73). This trend was broadly expected and flagged in the methodology, with the 
hard risk numbers providing a baseline for potential Social risk score on a national or 
sub-national level. It would be anticipated companies would focus attentions away 
from localised conflicts and so their perceptions would improve.

The population density figures contribute to the combined hard risk score but not 
the risk perception score so it’s worth separately breaking down the comparable 
constituents – political stability and conflict (see chart on previous page).  

The correlation between the FSI and perception of political stability is particularly 
poor (0.75), which is surprising. We would have expected ethnic and political tensions would be more difficult to avoid than 
violent conflict. However, the correlation between the HCB and perception of physical safety/security was better (0.86).

Other points of interest

Overall, a blinkered regional focus from the industry was exaggerated in the Social basket. That is, the industry tends to view 
risk in a regional context and so while a jurisdiction might be low risk according to the hard numbers, it might perform badly 
in the perception scores because it is relatively high risk in its region, and vice versa.

Examples of this are best seen at either end of the spectrum. Botswana and Namibia are standout jurisdictions in terms of 
political stability, relative to Africa, with hard risk scores of 47 and 41 well above the regional average of 27. This 
corresponds with perceived political stability of 73 and 83, respectively. 

For us, these lofty scores jar against the perceived political stability for Queensland (69), British Columbia (69) South 
Australia (71), and well ahead of Alberta (55). These Canadian and Australian jurisdictions have perhaps been penalised for 
being the less politically stable addresses in very stable regions. 

Meanwhile, Jurisdictions performing above our expectations on the overall Investment Risk Index Social contribution 
included Argentina (80) and Bulgaria (71), while those that disappointed were Serbia (55) and Turkey (36). 
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Discussion: Focus and 
understanding keys
Social risk is probably what springs to mind for many 
executives when someone mentions risk in mining these days. 
This is for multiple reasons. First, it can make or break a mining 
project. Second, other stakeholders also view it as important 
and so there is plenty of noise around it. And third, many still 
don’t understand how to manage it, which makes it more of a 
concern.

These points are, of course, all related. Social risk breaks a 
project when stakeholders make life incredibly difficult 
because social concerns are not addressed adequately. This is 
usually done by making lots of noise and the reason there is 
lots of noise around the issue is because it is still a relatively 
new risk, hence the systems to manage it are still evolving. The 
current approach to securing and maintaining a social licence 
then managing the broader social risk is getting better but it 
still has a way to go.

Todd Romaine is vice president, corporate social responsibility, 
with Nevsun Resources, which operates the Bisha copper-zinc mine in Eritrea and is developing the Timok copper-gold project in 
Serbia. Eritrea scored a 49 for the Social section of the Investment Risk Index, while Serbia registered a 55. Romaine agreed the 
concept of a fully-integrated approach to corporate social responsibility (CSR) was evolving, but suggested most companies still 
had a fairly “lackluster” approach to social-risk management.

“For many years, there has been mandatory  social and environmental impact assessments, prior to construction at the state or 
national level and that has migrated to include more in-depth assessment of the varied political and social risk as well as 
standalone human rights studies,” he said.

“But the skills sets needed to deal with the complete set of social risks don’t generally exist within companies. The CEO and 
maybe the chief legal officer, if they have one of those, might have some of the necessary diplomatic skills  and now companies 
are starting to bring in their own CSR people.”

The extension into these broader skills sets becomes more important as you move down the Investment Index toward places like 
the DRC and Zimbabwe. To manage the social risks, which includes reputational risk, companies need to be across community 
relationships for a start, and also understand corporate responsibility, stakeholder engagement, reporting and corporate foreign 
policy.

“Companies need to be able to assess risks and also have the diplomatic skills set to manage relationships and become an 
important non-state actor,” Romaine said. 

“That involves understanding your social environment on behalf of the corporation but also on behalf of the country you’re from. So, 
if you’re from Canada, or Australia or the UK, there will be certain standards you should uphold while respecting national laws and 
local social norms. That involves being well-versed in the jurisdictions you’re in and actively monitoring changing government 
priorities. That should be mandatory for mining companies that want to manage risk well in any jurisdiction on the planet.” 

In line with this thinking, the roles in the CSR field are also rapidly evolving beyond the “filling in of perceived governance gaps”. 
Initially, CSR was buttoned onto existing roles but now demands a full-time, if limited, position in its own right within mid-tier 
and major miners. In time, the role itself will become more comprehensive as described by Romaine. 

“The risks are becoming increasingly complex, and therefore the costs are too great, not to ensure those matters are being 
mitigated to reduce risk and to do the right thing,” he said.

“Companies need to be able to 
assess risks and have the 
diplomatic skills set to manage 
relationships and become an 
important non-state actor”
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This is also reflected in the changing attitudes of investors, 
which feel vulnerable from two fronts. First, they too have a 
growing understanding of the social risk faced and are 
therefore worried about the risk to their investment if the 
threat is not managed comprehensively. Second, they carry a 
reputational risk by extension – many public institutions must 
be able to defend their investments from a moral perspective.

“When we meet with big institutional investors, they 
frequently ask how we are mitigating our risks in the realm of 
CSR governance, albeit worker rights or, more broadly 
speaking, stakeholder engagement, including our ongoing 
relationships with respective government entities,” Romaine 
said. “So they’re asking these macro-political and reputational 
type questions as part of their own ongoing due diligence.”

The growing awareness across the industry has pushed greater 
resources into social-risk management within larger mining 
companies. The issue for juniors, which make up the majority 
of the industry, is they don’t have the luxury of a budget to hire 
someone like Romaine to take the bull by the horns early on. 

This has meant the widespread but sporadic use of industry consultants that specialise in risk management. This approach is 
perfectly acceptable providing the timing and commitment is right.

“Smaller companies considering doing any work, in the developing world in particular, should be doing their due diligence and it 
should be, within the realms of what’s reasonable given their size, extensive,” Romaine said. “This should be done as early as 
possible.” 

He said there were many things companies can do early on to build a social licence that are not cost prohibitive to the business. 
Understanding who the important figures and influencers are in the national and local communities through a stakeholder-
engagement strategy is paramount. These are not particularly expensive exercises and can save time, money and reputational 
damage.

That approach needs to come from the top. Depending on the size of company, it probably won’t be the CEO out on the ground 
meeting the right people in the right communities that need to be involved in the process, but the CEO must understand the 
importance of that process and sign off on the resources to allow that to happen.

It is also important to publicise the effort, particularly as the process matures, the stakes are raised, the company and project 
profiles are lifted, and the number of interested parties naturally increases. “Companies are always going to publicise the CSR 
programmes because it’s crucial that communities, investors and other groups see that you’re doing the right things,” Romaine 
said. “But for responsible companies, that’s not the primary reason you’re doing those things.”

He said while establishing a proactive CSR programme early was smart, it was necessary to keep such programmes practical. 
“What needs to happen is a thorough and extensive review of social impact and engagement with those likely to be impacted. 
They are the ones practically and morally who companies should be spending time and resources on.” 

Good CSR programmes don’t need to move beyond the scope of those who are genuine stakeholders in the project. Though the 
understanding of these risks and the best approaches toward management are becoming better understood, it will largely fall on 
bigger companies and the younger generations to lead the way in establishing best practice. 

There also needs to be an acceptance that many industry veterans will struggle to evolve with the risk environment and continue 
to focus purely on resource development and marketing, neglecting the social risk until it threatens to destroy the business and 
damage the reputation of the industry as a whole. Progress will be held back to some degree until this brand of thinking passes 
through the sector.

“A social licence to operate, including the political element, is really a mandatory requirement for companies operating in the 
contemporary and future environment,” Romaine said.

“Good CSR programmes don’t 
need to move beyond the scope  
of those who are genuine 
stakeholders in the project”
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Leader: Paying more to pay less
Fiscal risk is widely misunderstood within our industry. The old maxim of ‘pay as little tax as possible’ may still ring loud but is 
simply the wrong song. ‘Total cost’ is far more important, and assessing what that actually means for your enterprise is key.

Mining companies compete for land, resources, capital, people and opportunities in the same way as, and often against, many 
other industries and thus need to set their measures in that changed context. It is not enough to compare to the past or even our 
immediate peers. Investors, employees and customers all have choices. Companies therefore need to pay the right amount of 
tax, transparently and fairly so as to compete properly and successfully. 

This is not a one-way street. Legislation, and more pertinently its implementation, needs to be transparent and fair. Different 
countries, regions and resources may have different fiscal requirements and outcomes but we all need to understand them. For 
example where a country can be said to be “in transition” from a planned to a market economy, it is still maturing and, thus, will 
see more fiscal change and a greater role for the state than, say, an EU member state. But that cannot be permanent, and 
provided it is part of a clear process, it can be both viable and ultimately beneficial.

Why, for example, is it seen as reasonable for EU member states to control several large mining companies and yet developing 
countries are actively dissuaded from doing so? Maturity and transparency bring certainty and predictable behaviour, which in 
terms of fiscal cost and risk, is absolutely vital to any mine.

But what do we mean by ‘total cost’ in a fiscal context? Sometimes it is actually better to pay more tax than others. Look at the 
travails of Google, Apple, Starbucks et al, now faced with a severe fiscal backlash to their sophisticated-tax domicile 
arrangements. Name one mining company under similar pressure. Bespoke or unique arrangements can be changed and even 

the process of change, let alone the replacement regime, can be very 
expensive in terms of fiscal cost, management time and reputation.

The EU leads the way today in terms of transparency and accountability. 
That stems from the nature of its population; very urbanised, 
concentrated, highly educated and increasingly worried about political, 
demographic and economic change. The mandate to fiscal regulators is 
clear; fair amounts of tax should be paid transparently, else the 
consequences will be severe.

This chimes with increased anti-corruption legislation and greater 
routine scrutiny of both public markets and end products. A tax problem 
is likely, therefore, to trigger other enquiries as a matter of routine today. 
Thus, the risk is far greater than immediate cents on the dollar. 

Good practice is rewarded, however, and North American and EU 
companies lead the world today in terms of good stewardship and 
corporate governance. Internalisation of a greater spectrum of risks to 
both normal management and reporting practices has meant that fiscal 
conduct in our industry has improved significantly, in my experience.

No two projects are of course the same and each demands its own 
calculation of risk, but a greater awareness of best practice both in our 
own and other industries can only serve to enhance our understanding 
of the components of risk and allow our predictive and pre-emptive 
capacity to grow. After all, we pay tax tomorrow not yesterday!

Arbitrary behaviour by government always drives investment away. In 
today’s disruptive world, the speed of that reaction has accelerated 
hugely. Markets are faster than governments but behind both are the 
voices of our customers and suppliers. Understanding risk today 
ultimately therefore depends on appreciating the connectivity between 
the constituencies that your project must live with, and for.

Author: Mark Rachovides is president of European 
mining’s industry representative organisation, 
Euromines. He was formerly a director of Central and 
Eastern European-focused gold company, European 
Goldfields, until it was bought by Eldorado Gold in 
2012. Before that, he was with the natural resources 
division of the European Bank for Reconstruction 
and Development.
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Hard risk ratings

Constituent rating elements:    n Royalty rates/free carry (40%)   n Corporate tax rate (40%)   n GDP growth rate (real) (20%)
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Royalty/Gov’t participation:   Original scores created by MJI (see Inputs). Specific rates for sub-national jurisdictions have been used when available. When not, 
the national figures have been used. Where royalties and government participation is discretionary, regional averages have been applied at a 10% discount. 
Namibia does not have a statuted free-carry though the implication is this is generally negotiated in the agreement; 10% free carry has been assumed.

Corporate tax: 0% is a 100 score with every additional 1% of tax removing a point from the rating.

GDP Growth: Scores are adjusted by mutiplying the percentage rate by 10 to represent a score out of 100. Countries with more than 10% growth are capped at a 
score of 100 and those with 0% or negative growth have a 0 basement. 

*WRS (royalty/govt participation)           **General corporate tax rate applied. Perfect score would apply based on the 0% rate for gold companies

I 2vii_Fiscal_WRR.indd   67 29/09/2017   16:30



68 feat. MineHutte ratingsREPORT
feat .  MineHutte  rat ings

2017 edition

Fiscal2vii

Perceived risk ratings

Constituent rating elements:    n Tax/royalties (75%)    n Economic health (25%)
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Constituent rating elements:    n Royalty rates/govt paricipation (40%)   n Corporate tax (40%)   n Economic growth (20%)
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Fiscal analysis
Hard risk

There are three metrics that make up the hard risk numbers for the Fiscal risk basket: royalties and government participation; 
corporate tax rate; and GDP growth. The corporate tax rate and GDP growth figures are standard and come from reputable 
sources, whereas the formula for measuring how onerous royalty rates and mandatory government participation are was built 
in house and relied on multiple sources. The method of calculating royalties also varied from a clear percentage number for a 
given mineral to a negotiated rate on a case-by-case basis. It is a similar scenario for government participation. This made 
numbers often hard to pin down, though we feel the scores provide a strong representation for our first pass as we build up a 
more comprehensive fiscal database for subsequent years.

Europe leads the field of major regions in terms of royalties and government participation with a hard risk average score of 80. 
The most lenient jurisdictions were Finland and the UK, both of which don’t charge royalties on top of existing taxes or ask for 
a stake in the project and so have a perfect score. The worst performer was Greenland, which has a modest royalty rate but a 
discretionary government participation requirement – the government snared a third of the project in the only example of 
negotiated government participation. Italy’s lower score is its World Risk Survey number pulled through in lieu of accessible 
hard numbers. Poland and Portugal were others for which survey scores were used. We did find royalty and government 
participation information for both, however, Poland’s royalties are calculated in a manner we were not comfortable converting 
to a workable figure and Portugal’s approach is entirely discretionary. The range of scores was therefore 49.

Hot on Europe’s heels was South America with an average of 79 from a fairly tight grouping that gave a range of 32. Royalties 
are generally reasonable and government participation not an issue for the jurisdictions we covered. Brazil (94) was most 

generous, while Chile (62) took the largest bite out of mining firms across 
the region.

Also in that premium grouping was Australia/Oceania, which took a 
similar approach to royalties, though was ever-so-slightly more severe for 
an average score of 74, with Tasmania coming out top on 86. PNG 
dragged the average down for the region and scored lowest with 62 on 
the back of its discretionary government participation stake of up to 30%, 
even though this is rarely exercised. Queensland, the Northern Territory 
and Victoria were the lowest scores out of Australia at 65 for a country 
range of 21. Without PNG or New Zealand (80), Australia averaged 75.

A federal royalty figure was applied for the US, giving all US jurisdictions  
a blanket score of 70. Meanwhile, Canada’s high royalty rates and 
subsequent average score of 65 put it further down the rankings than it  
is used to. Alberta had the lightest touch for a score of 74, while Quebec 
scored a heavy-handed 36 for a regional range of 38.

Further back again are Asia and Africa, which generally suffered on 
government participation requirements. Asia’s average score of 60 was 
the balance of a 91-point range. China was the most generous with just a 
light royalty for a score of 91, while the Philippines average royalty rate on 
top of a 60% profit share earned it a zero. Africa was only two off the pace 
with 58 and a range of 71. Morocco hasn’t been tempted to take a 
government stake and so its reasonable royalty maintained its score at 88. 
Zimbabwe’s score of 17 is largely due to its 51% mandatory local stake, 
however, given most local companies can’t afford to pay for their share, 
that effectively becomes a free-carry and so the real score should arguably 
be lower.

The two minor regions, Central America/Caribbean and the Middle East, 
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both performed strongly, averaging 84 and 94, 
respectively.

Corporate tax rates took on a much more even  
feel with the range across the entire sample group 
only 25. 

Europe was again ahead on this metric, averaging  
a score of 78. The lowest corporate tax rate for the 
region was Bulgaria, earning it a score of 90, while 
the highest rate for a score of 70 was shared by 
Greenland and Germany for a 20-point regional 
range.

Asia was close behind with its average score of 77 
and a range of 20. The Kyrgyz Republic scored best 
with 90, while India and the Philippines were the 
region’s lowest-scoring jurisdictions with scores of 
70. Canada’s corporate tax rate and therefore score 
across all provinces was 74. 

Africa was a further step behind with an average 
score of 72 and a range of 25. Guinea was the most 
lenient with a score of 90, while Zambia defined 
the basement for the region with a score of 65. It 
should be noted, however, Zambia offers 
negotiated rates to miners, though this rate is not further defined. A tightly-packed South America grouping was marginally 
behind with a regional average of 71 and a range of 13. The best score came from Ecuador (78) with the most arduous rate 
and therefore lowest score for the region from Argentina, with 65. 

Australia’s national corporate tax rate earned its states a blanket 70, which was mirrored in 
PNG. New Zealand was slightly more generous for a score of 72, though that failed to move 
the average above 70. The regional range was therefore just two. Only the US was harsher on 
its corporations, with a score for all states of 65.

For the minor regions, Central America/Caribbean and the Middle East, the former was 
within the range of scores defined by the major regions with an average of 73, while the 
latter erred on the positive side with a world-leading score of 80.

The GDP growth rate was included to indicate the level of overall economic prosperity on 
the basis that governments with healthy, growing economies are less likely to ask extractive industries for a larger take.

Countries in Africa where growth had slowed to a troubling rate included the DRC (24), Gabon (25), Liberia (0), Namibia (12), 
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“Europe leads 
the field in terms 
of royalties and 
government 
participation”

I 2vii_Fiscal_WRR.indd   71 29/09/2017   16:30



72 feat. MineHutte ratingsREPORT
feat .  MineHutte  rat ings

2017 edition

Fiscal2vii

Nigeria (0), Republic of Congo (17), South Africa (5) and 
Zimbabwe (0). Argentina (0), Brazil (0) and Ecuador (0) were at 
worrying lows in South America; while Mongolia (10) would 
raise eyebrows in Asia.

This is less of a concern in the developed world though  
is still a very real threat, as the hike in iron ore royalties  
that recently almost became reality in Western Australia 
demonstrates. The metric is, however, recognised as being  
a looser fit than others in this rating system and so is 
weighted accordingly.

Perception of risk

The correlation between hard risk and risk perception was 
relatively strong at 0.88, though this was far from a smooth 
trend across regions. Rather, Africa (0.98) and Europe (0.97) 
showed exceptionally strong correlation between hard 
numbers and perception, while correlation across Central and 
North America was weak (Canada: 0.83, US: 0.77, Central 
America/Caribbean: 0.75). Correlation among the Middle East 
(0.88), Asia (0.93), Australia/Oceania (0.87) and South America 
(0.94) fell in between, though tended to be stronger rather 
than weaker.

Other points of interest

The old saying about there being more than one way to skin a cat finds an appropriate home when looking through the 
fiscal regimes of the jurisdictions covered. The range across the Investment Risk Index average scores for major regions was 
just nine and only 12 when minor regions were considered. 

The range between all 85 individual jurisdictions was only 40 (not including jurisdictions for which a full set of hard 
numbers was available). This relative uniformity is evident despite the varied approaches to royalties, government 
participation and corporation tax.

Looking at the royalties/government participation and corporate tax rate categories together, and they tend to just about 
cancel each other out. The perception of fiscal regimes in Africa, as the prime example, is generally thought of as punitive 
because of the proliferation of mandatory government stakes, often free-carried. 

The developed world with its more liberal approach to business is generally thought of as preferable. However, the higher 
corporate tax rates and royalties in the developed world materially negate that advantage. Only Europe, as a region, and 
western/northern Europe specifically, combined both low mining-specific taxes and low corporate tax rates.

It should be noted the government participation factor also carries a political element beyond the fiscal repercussions, 
which partly accounts for the poor reception this brand of policy receives from industry.

Worthy of individual mentions for the welcoming nature of fiscal policy and overall economic environment are Sweden 
(81) and Ireland (80), which both registered scores of 80 or more. Ireland is lobbying gently to have the 12.5% corporate tax 
rate afforded to most trading companies extended to the mining industry, which would further improve its score. 

Places with worrying fiscal frameworks are largely those where government participation plays a major role. 

Zimbabwe’s 51% local ownership, especially considering the ability, or lack thereof, among local participants to fund their 
stake, makes justifying the economics of new projects difficult. Similarly, the Philippines’ 60% profit share regulation 
significantly lifts the hurdle rate for new projects in that jurisdiction.

“The government participation 
factor also carries a political element 
beyond the fiscal repercussions, 
which partly accounts for the poor 
reception this brand of policy 
receives from industry”
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Discussion: Different strokes
The striking aspect of the global fiscal landscape for the mining industry is the diversity of structures. That is not just in the 
amount of government take but the way in which it is taken.

The tools used always included corporation tax but were then topped up by a mix of royalties, government stakes and local 
ownership requirements. Or, in some rare cases, they were not topped up at all. Even the royalty rates are difficult to compare. 
Some chose to stick on a percentage take based on the value of the mineral or use a per tonne rate, or both. There are also 
different thresholds for when royalties kick in.

The overall tax burden is equally varied and ranges from Finland or the UK, which don’t use overarching royalties and have corporate 
tax rates around 20%, to the Philippines, which takes a moderate royalty and then helps itself to a major share of profits.

We have attempted to rate these structures in our first year but it is already clear a more sophisticated (or simplified) approach is 
necessary. It makes us feel slightly better, then, that jurisdictions themselves have difficulty in setting their fiscal frameworks and 
miners have equal difficulty in judging what is a tolerable tax take ahead of investment.

Part of Euromines president Mark Rachovides’ job is to advise European nations on their fiscal regimes around mining, as it was 
during his time at the European Bank for Reconstruction and Development. He said the range of structures and the differences 
between jurisdictions meant there was no universally correct royalty or 
tax rate. Rather, all government ministers could do was make 
themselves aware of other fiscal structures against which they are 
competing and make a judgement on what is appropriate for them.

Though there is no clear ‘right’ level of tax or a best-practice structure, 
there are a few things jurisdictions looking to support a thriving 
mining industry should definitely avoid.

“Any sort of tax or royalty that is outside statute, which is in the gift of the ministry or the head of state, is a red flag,” Rachovides 
said, referring to tax regimes that stipulate separately negotiable terms for miners. “That’s just never going to work. 

“There’s a difference between having a completely different tax deal and recognising, then catering for, the local nature of a 
project. We know mining projects are usually in areas with remote communities, indigenous peoples and unique environmental 
considerations. But you need to be able to express that in the same way you would for a road project, a power project or a water 
project, rather than making exceptions for mining. 

“You need to be developing confidence in the processes and institutions that are meant to be protecting the citizens, rather than 
just decreeing that something is good or bad or important or not when applying taxes.” 

Many emerging economies would argue mining is an appropriate exception because it is the most important generator of near-
term wealth (read: cash) – mining can start contributing well ahead of sectors such as manufacturing or services. Governments 
therefore often then feel the need to make the most of that immediate revenue. That is, negotiate agreements to maximise the 
tax take.

Rachovides did not take issue with that, provided the fiscal structure is expressed in the same fashion as for any other industry in 
the country. “Countries need to establish a solid tax regime, regardless of the fact miners may be the only ones capable of paying 
it,” he said.

The other rookie error was a failure to establish clarity between tax codes. It is unacceptable to have segmentation between 
environmental taxation and income taxation, for example. The tax code needs to be unified. “That sounds incredibly basic but it 
needs to be demonstrated,” Rachovides said. 

Another area we expected to get a poor reception was government participation. However, Rachovides was open-minded. 
Though stressing he was not an advocate for government stakes in projects, he said it could be useful for transitioning 
economies, if executed correctly.

“In the long term, the goal would be to have no government participation but in that process of change to become a fully-

“Any sort of tax or royalty that 
is outside statute, which is in 
the gift of the ministry or the 
head of state, is a red flag”
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functioning free market where everybody knows what’s going 
on with normal business behaviours and taxation, you’ve got 
to educate everyone,” he said. “And the best way of educating 
governments is to have them involved.”

Of course, the caveat remains that these arrangements must 
be genuine partnerships. Free-carried interests generally 
don’t work for this reason and government stakes that 
involve the government simply paying its share of funding 
then holding out its hand are also inefficient. Such 
arrangements are culturally valueless fronts for tax and may 
as well be expressed as a royalty.

The other model, popular in southern Africa, is local 
participation, where miners are obligated to sell a percentage 
of their business to local partners. The concept here is for the 

wealth created from mining to be shared locally at the same time as local companies gain crucial skills and experience 
necessary for development of an indigenous mining industry – the term empowerment is favoured by local politicians.

As most are aware, this hasn’t gone to plan in South Africa and Zimbabwe. Local partners are set up without the requisite skills 
to contribute, often with tight links to politicians. In Zimbabwe, they more often than not struggle to fund their stakes and so 
the 51% interest is essentially a local free carry.

“That is a process of enrichment rather than a process of empowerment and in that case the evidence seems to be suggesting 
it is not working,” Rachovides said.

From the mining company perspective, the simplistic approach would be to favour the jurisdiction with the lightest tax take in 
whatever form that comes. This is naturally how we have calculated our fiscal ratings. However, there is a case to say miners 
should be prepared to pay a little bit more in order to lower their total tax-related costs and reduce their risks.

“As a government, you’re trying to maximise you tax take and also be seen to be acting within the law and that the law is properly 
implemented and fit for purpose,” Rachovides said.  “That means that your tax target, the company, is seen to be paying the 
appropriate amount of tax in the right way in the right place and over the right timeframes – and all those components are important.

“The realty miners need to face is that how the deal is perceived by third parties – the opposition government, local 
communities, local authorities, NGOs, their rivals and, looking to the future, the next government – can carry a cost.

“Where a transparent, higher tax rate is better is in removing the company and the project from the political arena. In such 
cases, your total cost – not just tax cost – and your risk is mitigated.”

The cost can take many forms. A miners needs to consider what the cost of having 
to constantly defend its position against its detractors might be, or the cost of a new 
government attempting to overcorrect what are perceived as historic imbalances 
for political gain. 

“A mining company doesn’t want to have to rewrite the tax code or pay more to its 
tax advisors than its drilling contractors,” Rachovides said.

In addition, as has been seen with other companies in other industries – Starbucks, Google and Amazon, to name a few – 
there is also the threat of huge fines for firms attempting to be a little too clever with tax structures.

In essence, the social and reputational capital associated with being a good corporate citizen provides surety against 
challenge and disruption.

“It provides a greater degree of certainty, which is ultimately what you want,” Rachovides said. “Yes, you want to pay the lowest 
amount of tax that you can reasonably negotiate, but you also want the surest number possible.” 

Miners should consider paying more in order to pay less. 

“Such arrangements 
are culturally valueless 
fronts for tax”
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Leader
The spend on mining and logistics infrastructure can represent a large percentage of overall project capital expenditure, 
particularly for bulk commodity or remote projects. For metals and concentrate producing operations, the percentage may  
be smaller and be more focused on specific elements such as power but will still be crucial to project success.

Some of the key issues in this regard relate to transport corridors, shared infrastructure, and consideration of logistics and utility 
supply strategies. Projects requiring extensive transport corridors and access to deep water have associated investments ranging 
into the billions of dollars. Where production rates and geography allow, less capital-intensive options are proposed but 
sometimes at the expense of increased operating costs. 

What all projects have in common is a requirement for early gathering of site-specific data, especially where challenging 
geotechnical or construction conditions are envisaged. Surveys are time consuming and perceived as challenging where capital 
is constrained as funding must also cover technical assessments and general project costs. However, compared to likely capex 
requirements, these costs are low relative to the risk of overruns, construction delays or costly rectification works resulting from 
inaccurate data. A good scoping study and initial surveys help identify issues and allow proper distribution of funds. 

Logistics studies are important for access, construction and product export. A narrow focus on the physical infrastructure to meet 
study-accuracy levels means the logistics concept sometimes falls behind. A detailed baseline is imperative to determine not 
only adequacy of the physical route but also current usage and, importantly, to inform impact and risk assessments.  Often, these 
areas fall outside the physical and legal responsibility of the developer and involve public or shared infrastructure. 

An appropriately detailed logistical study considering the entire system is required to determine system capacity, address 
bottlenecks, optimise routes and assess impacts. Sometimes, it is preferable to engage in-country multimodal logistics providers 
to provide expertise and clarity on costs. Mining companies aren’t always good logistics companies. Without a proven track 
record, that in itself is a risk. 

The debate concerning power centres around access to the grid and the resulting cost of power against the benefits and cost of  
a stand-alone grid system. In general, a grid connection delivers a lower cost of power, although there are exceptions, and there 
may be concerns over grid capacity and stability. The economics of stand-alone grid systems are driven by project life, fuel cost 
and supply security. Technological developments in solar-power supply and battery storage provide alternatives, however, these 
are usually focused on ancillary power or cost optimisation rather than substitutes for high-demand production equipment. 

Another risk is the assumption of future grid-infrastructure 
connection reliant on the national utility. This can reduce project 
capital cost but introduce schedule risk. It can result in a ‘chicken-
egg’ scenario, with both project sponsors requiring commitment of 
funds before the other can advance. In these instances, participants 
need to understand how far advanced the discussions are with the 
stakeholders.

Shared infrastructure and sustainability are also an area of 
increased focus. Parallel development and shared access can be 
necessary to broaden access to funding and limit the burden on 
single project development. Greater consideration is now being 
given to using linear infrastructure alignments for other functions 
such as power and water distribution.

The more outwardly strategic and progressive participants look to 
advance multi-user concepts to benefit the regional economy, 
while ensuring capacity for exports. More recently, and largely due 

Authors: Colin Chapman and Chris Smythe are mining 
infrastructure consultants with international mining experts, 
SRK Consulting.

“Projects requiring extensive 
transport corridors and access 
to deep water have associated 
investments ranging into the 
billions of dollars”
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to funding limitations, there is an increasing trend for third-
party infrastructure developers to fund and construct 
dedicated infrastructure for bulk commodity export, 
particularly in Africa.  

These focus on the parallel development opportunities where 
the length of development and associated costs are prohibitive 
for a single project scenario. The resulting agreements 
incorporate initial capital recoupment and associated return 
through tariff arrangements. These can be hard to estimate at 
the preliminary stage and contractual arrangements between 
governments and funders have a big impact on mining 
developers. 

In the current investment climate, there is limited access to 
capital to commit to studies. There is continued pressure on 
companies to reduce costs of study development, capital 
expenditures, and decrease operating costs. In responding to such pressures, under-investment can lead to inadequate 
development of studies and infrastructure. 

There is also a need for a more integrated approach between governments and sometimes companies with potentially 
competing interests to facilitate shared infrastructure projects to assist in unlocking resource potential and the wider sustainable 
economic development of a region. 
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Hard risk ratings

Constituent rating elements:    n MJ Transport Infrastructure Index(50%)   n WEC Energy Security rating (50%)
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Perceived risk ratings

Constituent rating elements:    n Road, rail, ports (50%)   n Energy (50%)
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Constituent rating elements:    n Road, rail, ports (50%)   n Energy (50%)
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Infrastructure analysis
Hard risk

The Infrastructure hard risk score is made up of an equal weighting of the 
Mining Journal Transport Infrastructure Index and the Energy Security 
component of the World Energy Council’s Trilemma Index. The MJTI Index was 
built in July, while the numbers from the most recent Trilemma Index were 
released in October last year.

The numbers threw up several surprises. Most of these provide valuable 
insight into the infrastructure suitability of the jurisdictions covered, though  
an element of weakness in a small percentage of numbers collected was 
identified and will need addressing ahead of next year.

The major region with the best transport infrastructure was Europe (inc.Russia), 
with a score of 85. Jurisdictions in the west, centre and north of the region 
were the key contributors to that score, averaging 98. These were dragged 
down by Eastern Europe jurisdictions, Russia (54) and Greenland (0), which 
together averaged 62. That number would have been worse if not for strong 
scores from Bulgaria and Greece (both 98).

Australia/Oceania was a clear second with a score of 79. Victoria (97) was  
the best-performed state, benefiting from a smaller land area, which is 
comprehensively covered by rail, roads and well serviced by ports. New 
South Wales, Tasmania and New Zealand all scored more than 90. Dragging 
down the average for a region and providing a misleading regional range of scores of 49, was PNG (48).

The transport infrastructure for the South America jurisdictions was generally strong as a score of 74 suggests. Mining 
stronghold Chile topped the region with a score of 92 with fellow recognised mining jurisdictions Peru and Brazil also 
performing well. A lead weight to the average was Bolivia (37), which meant the range of scores for the region was 55.

Africa
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Aus/Oceania
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Europe

Middle East
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“The numbers threw 
up several surprises. 
Most of these provide 
valuable insight into 
the infrastructure 
suitability of the 
jurisdictions covered”
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Somewhat surprisingly, Asia was next cab off the rank, pipping 
both Canada and the US with a score of 68. This is partly down 
to the small area and coastal positioning of many Asia 
jurisdictions covered. This also provided a huge range of scores 
(0-99). The best-performers were Japan and South Korea, and 
the worst was land-locked Mongolia.

Canada was a tale of two halves – north and south – which 
combined for its average of 67. In general, scores were around 
similar levels to those in Australia, as one might expect. 
However, the two northern provinces covered, Northwest 
Territories (21) and Yukon (26), decimated the regional score. 
The best-performed province, and the only one with a score 
over 90, was Nova Scotia (95).

Africa was another surprise with a robust average score of 62. 
This is a reflection on the generally smaller jurisdiction size and 
ready port access for jurisdictions covered, which meant 
limited rail and road infrastructure presented less of a risk than 
would be the case in larger jurisdictions. The best-equipped 
jurisdiction was Morocco (92). Land-locked Mali (5) took out 
the wooden spoon for a regional range of 87.

The regional average for the US of 61 was rough on several 
states, owing to an imperfection in the methodology. The 
formula penalises a lack of port infrastructure on the 

assumption that if a jurisdiction is landlocked or doesn’t have a port, it will have to 
negotiate access, which represents a greater risk. In sub-national jurisdictions, where 
access is not a problem, this assumption is vulnerable. 

For Australia and Canada, the scale (land area) of the province/state determines there 
is more of a need for each jurisdiction to have its own port infrastructure and so the 
discount arguably stands. The US, however, with smaller size-of-state and no issues 
with access, causes a problem. 

US states with ports therefore scored well (US states generally all have excellent rails 
and roads), whereas those without ports struggled despite the fact they likely enjoy 
frictionless access to the ports in neighbouring states. We would suggest California 
(96) and New York (97) received appropriately strong scores and Alaska (16) an 
appropriately weak score, but other states were unnecessarily discounted. We are 
working on a solution for next year.

Both the minor regions covered scored strongly, with Central America/Caribbean at 
95 and the Middle East at 88.

Energy security threw off more predictable results. The US enjoyed a form reversal 
and all US jurisdictions took the WEC’s national score of 97. It was a similar story for 
Canada (96). Australia/Oceania (79) was dominated by a national score of 74 for 
Australia – fairly poor by first world standards and behind Cote d’Ivoire (76) – with 
PNG’s lowly 43 balanced by New Zealand’s lofty 90.

Europe’s western and northern jurisdictions performed well again, as did Russia (95), 
though too many disappointing jurisdictions weighed the average down to 72.

It was daylight next as we moved into the developing world, starting with South 
America (57), where a close grouping of jurisdictions was led by Colombia with 
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a score of 71. Bolivia was the poorest in terms of energy 
security at 42 but was one of only two jurisdictions scoring 
less than 50.

Africa managed to stave off bottom place with an average 
score of 47, ahead of Asia at 42. The best-performed Africa 
jurisdiction was Nigeria (94), worlds away from Morocco  
with 11. In Asia, the grouping was tighter, though Mongolia 
represented an outlier with a score of nine. India has the best 
energy security in Asia with a score of 59.

The two minor regions, Central America/Caribbean and the 
Middle East, scored 34 and 57, respectively.

Across the two metrics used to determine infrastructure risk,  
the results were broadly as one might have expected. Canada 
nudged its way ahead of both the US (79) and Europe (79) with 
a combined average score of 82, though one might speculate 
the US deserves top spot if not for the ports discrepancy. 
Australia/Oceania was not too far off the pace with a score of 77.

The developing world was some way behind. South America 
averaged 65, while Asia and Africa finished on 55 and 54, 
respectively, after both demonstrated clear deficiencies in 
energy security.

Perception of risk

The perception of risk was generally in line with the hard risk 
numbers, though across the metrics respondents were slightly 
harsher on jurisdictions than the hard numbers would suggest 
was necessary.

The correlation between perceived risk and hard risk averaged 
almost 0.94 and only the respondents from the Australia/
Oceania region disagreed materially with the hard metrics.  
The correlation for that region was less than 0.82, with the 
perception falling short of the hard numbers.

The strongest correlation between hard risk and risk 
perception was almost 0.98. This was surprisingly for the US, 
which we would have predicted would have received a much 
better reception by respondents than our hard metrics given 
the potential deficiency with the numbers.

Other points of interest

Though the correlation was relatively strong, it was 
interesting to see the hard risk metrics for Africa’s 
infrastructure outstrip the perception. The general image of 
Africa being a continent full of dirt roads and rails built by 
former colonial masters has some merit but that does not 
mean the infrastructure in place does that bad a job of 
servicing the mining community.

As pointed out above, the relatively small land areas of 
most countries and the fact those with coastlines have a 
port means that with some existing rail infrastructure, many 
mining projects are serviceable. 

That said, an overall score of 54 is nothing to write home 
about and speaks to the continent’s thriving, infrastructure-
light gold industry and its relative lack of bulk-commodity 
operations.

We were also surprised by the relatively poor perception of 
infrastructure in Australia. Our expectation had been for a 
positive response to Australia’s extensive rail networks 
connecting established mining districts with deep-water 
ports, however, respondents were in reality over-focused on 
the vast expanses of Australia not covered by infrastructure. 
This perhaps reflects the disparity between the risks 
involved in investing in and around established mining 
hubs compared to virgin territory.

There were a handful of outliers in the results. Most would 
be surprised to see Ireland’s energy security rating down  
at 38, which is seen in the 0.73 correlation with its energy 
security risk perception score of 93.

South Australia is another to get a surprisingly raw deal 
from respondents to the World Risk Survey, which slapped 
it with a score of 45 – a correlation of less than 0.62 with its 
hard risk score of 73.

A pleasant surprise for many would be the robust hard risk 
infrastructure score of 66 for Zimbabwe, 10 points ahead of 
the risk perception.
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Discussion: Getting ahead by getting started
The discussion around infrastructure has changed from five years ago when the commodity cycle peaked. Back then, 
conversations centred on huge mines with long lives and low operating costs that justified spending hundreds of millions, 
and sometimes billions, of dollars on the supporting infrastructure.

In that world, infrastructure risk didn’t really exist, or at least was not a major concern. There were enough investors desperate 
for resources exposure and China, while slowing, was gobbling up enough metal to make just about anything financeable.

Today, developers are looking at a different landscape. Investors, having lost their shirts in 2013, are reluctant to look at 
resources, let alone help miners open up new mineral districts by funding huge infrastructure builds, and China, though its 
economic resilience continues to surprise, is growing at half the rate (6.7%) that it was in 2007 (14.2%).

Colin Chapman and Chris Smythe are consultants for mining infrastructure and logistics with global mining expert SRK 
Consulting.  They confirmed that the firm was still preparing studies on significant infrastructure builds as part of the 
feasibility process but, where location and production rates allow, developers were optimising projects to focus on less capital 

intensive options – even if lower throughput meant higher operating costs. 

“There is a reduced focus on significant off-mine infrastructure at the moment,” 
Chapman said. “Companies are more focused on establishing a phased 
approach whilst retaining the opportunity to increase production through 
incremental expansion.”

Depending on the mine, this is not too much of a problem from an 
infrastructure perspective. Infrastructure construction risk  around precious-
metal producing operations and, to some extent, concentrate operations, 
centres on site access. 

If the road exists or can be built to bring equipment onto site for construction, 
then it can generally be used to haul concentrates during operations. Similarly, 
concentrates are also reasonably flexible from a port perspective given they 

can be stored in warehouses then batch-shipped out. Concentrates can also be containerised.

However, larger projects that require rail and more sophisticated port facilities, specifically bulk tonnage projects, are 
completely different beasts. 

When considering the risks around these potential developments, Chapman said there were several things to look at. These 
factors could materially affect the cost and, in the most extreme cases, result in technical solutions with capital requirements 
which are not financeable, effectively torpedoing a project.

“There is a view that infrastructure is a low risk because if it’s not there, you can build it,” he said. “And that’s true to an extent 
when compared to other risks. There is also more visibility around it in terms of the ability to understand what you’re faced 
with before you go in. 

“But that view is still too simplistic. Even when the 
infrastructure already exists there are complications 
companies need to be aware of when they’re scoping a 
potential development.”

For starters, Chapman said the attitudes of governments 
toward major infrastructure builds decades ago were having 
consequences on operations today looking to tap into 
existing facilities.

“Projects can face difficulties because governments signed 
off single-user access 20 years ago and now, even though 

“Investors, having lost 
their shirts in 2013, are 
reluctant to look at 
resources, let alone 
help miners open up 
new mineral districts  
by funding huge 
infrastructure builds”
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that rail and port facility might be established, new potential 
users don’t have access to that infrastructure,” he said. 

“That leads to lengthy renegotiation processes around third-
party access and this is happening – or was happening in the 
boom – in Africa to Australia with major bulk developments. 
In many cases, the result was a granting of access, though in 
some cases it wasn’t successful. In all cases, there were delays 
and those delays carry a cost.”

This issue overflows into the considerations for building new 
infrastructure, which many governments now are insisting is 
planned with multi-user capacity and a view to its use 
continuing after the life of the mine. This makes the process 
more expensive and adds a layer of complexity.

Chapman said the main considerations for companies that 
decide to go ahead with an infrastructure build – that are 
lucky enough to have a deposit that justifies the spend – are 
local elements and potential permitting complications.

“Conceptualising a transport corridor and associated facilities 
may appear relatively simple,” he said. “However, miners 
planning bulk materials projects with expansive 
infrastructure needs must understand the terrain and also 
the communities that they may encounter along the route 
from mine to port. This really comes down to the surveys and 
making sure you get out into the field to do it properly and 
walk the alignments on the ground.

“Many infrastructure projects of this nature are also likely to cross borders and federal and administrative boundaries. In the 
extreme cases, you may be crossing international borders and dealing with various government departments across countries 
that deal separately with rail, port and the environmental and community considerations that go with these huge projects. 
That is not a straight-forward proposition.”

So, while infrastructure might not rate as highly against some of the other operational and development risks, it is a mistake 
to act on high-level assumptions that haven’t been proven.

The considerations and risks around transport infrastructure change from 
development to operation. Once in operation, the main risk is a major failure 
of infrastructure that costs the miner not only in the repair or the 
replacement of assets and equipment, but in the lost revenues from the 
unscheduled downtime. 

The best way to protect against this risk is through the planned inspection 
and preventative maintenance of assets, Chapman said. This should involve 
an inspection regime in which the condition of equipment and other assets 
is assessed so degradation can be tracked and maintenance undertaken. 

“In the first couple of years everything works with high utilisation and 
productivity efficiencies and that’s when it’s easy to overlook the necessity of these regimes and systems,” he said. “But it’s also 
the best time to install them to ensure an operation is regularly booking small, managed maintenance costs rather than 
taking a major, unexpected financial hit when something breaks.

“Miners planning bulk 
materials projects with 
expansive infrastructure 
needs must understand 
the terrain and also the 
communities that they 
may encounter along the 
route from mine to port”
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“These systems and processes are a key focus for the transition team that takes on the project and its operations should be 
looking at this.”

There is also risk around a change in conditions affecting infrastructure. This can come through greater use of roads than once 
anticipated as the community around the mine grows or the need to increase the capacity of the infrastructure to 
accommodate more product. In both cases, an inspection regime should identify the risk, which gives management the 
chance to address it.  

Another crucial aspect is water management, including establishing sustainable water supply in areas where scarcity, 
competing interests, cross border impacts and potential climate change are the focus of increased sensitivities.

Power

The risk associated with power infrastructure is slightly simpler and, largely, front-ended. The key decision at the outset is 
whether an operation can be connected to the national grid and, if it can, whether that is the best option. This involves 
thoroughly assessing the grid power supply and understanding its fragilities.

If the up-front cost of linking into the grid is not prohibitive, many operators will choose this option because, in most cases,  
it delivers a lower operating cost of power than a stand-alone grid system powered by diesel or heavy-fuel-oil generators.  
To make this decision, an operator should know the extent of the grid and the other major users, along with its shortcomings. 
Operators should also seek to understand the capacity and stability of the country’s power-generation infrastructure and the 

source of that capacity. 

“A mine in Brazil, for example, will have reasonably low power-supply costs 
because the large majority of capacity is generated through hydroelectric and 
other renewables, though the flipside is vulnerability to climatic conditions,” 
Chapman said.

He said if operators had intimate knowledge of the grid and of the sub-station to 
which the mine was connected, the likelihood of infrequent disruptions, could be 
anticipated and built into the operating programme.

There are items of plant and equipment that can’t afford to be without power.  
These include operating equipment that requires access to emergency power to minimise start-up delays and dewatering 
systems to maintain safe operating conditions. In addition, there are auxiliary services that require an uninterrupted power 
supply such as emergency and plant control systems. This is on top of the fiscal risk of lost operating revenue.

Based on the assessment of grid power, companies may therefore decide the risk of disruption (outages) to the mine is too 
great and so opt for the extra cost of establishing an independent power source, usually based on diesel generators or heavy-
fuel-oil power stations. Probably more common is the use of some level of independent power source to back up the grid.

“You need to consider all these things to determine your best solution. There’s always a solution but there is usually a cost 
involved,” Chapman said. 

“The  key decision is 
whether an operation 
can be connected to 
the national grid and, 
if it can, whether that 
is the best option”
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Total Ease of 
business

Trans-
parency
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Conflict Population 
density

Total Royalties/
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Corporate 
tax

Economic 
growth

Total Rail, road, 
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Energy 
security

Total JURISDICTION

AFRICA AFRICA

Botswana B 48 66 82 74 52 85 98 77 62 78 36 63 28 23 26 59 Botswana

Burkina Faso CCC 62 27 68 48 33 59 65 51 57 72 54 61 38 20 29 54 Burkina Faso

Cote d'Ivoire BB 68 34 66 50 28 59 63 49 59 75 79 69 70 74 72 61 Cote d'Ivoire

DRC D 45 7 42 25 14 40 82 42 70 70 27 60 13 23 18 39 DRC

Eritrea CC 54 13 43 28 29 46 73 49 47 70 40 54 69 38 53 47 Eritrea

Gabon CC 42 24 26 25 43 60 97 64 46 65 32 51 71 88 79 45 Gabon

Ghana B 50 46 69 58 49 74 37 56 60 75 38 60 78 68 73 56 Ghana

Guinea D 32 22 23 23 23 59 73 50 46 90 38 59 75 30 52 37 Guinea

Kenya CC 38 55 49 52 31 29 58 40 51 70 61 61 82 63 73 47 Kenya

Liberia CC 60 17 40 28 30 55 76 53 63 75 7 55 56 40 48 49 Liberia

Mali CC 52 32 60 46 26 56 93 55 60 70 50 61 11 23 17 49 Mali

Morocco BB 64 66 59 63 46 65 61 59 84 69 28 67 90 25 57 63 Morocco

Mozambique CC 46 31 56 43 32 60 81 56 51 68 36 54 75 27 51 48 Mozambique

Namibia CCC 41 50 61 55 50 88 99 78 59 68 23 56 68 27 47 52 Namibia

Nigeria CCC 64 19 66 43 22 24 0 18 78 70 9 60 73 84 78 52 Nigeria

Rep of Congo CC 51 16 34 25 32 65 93 63 66 70 23 58 48 61 55 47 Rep of Congo

Senegal CCC 48 31 62 46 43 65 59 57 67 70 65 68 76 29 53 52 Senegal

Sierra Leone CC 45 28 48 38 32 58 54 48 54 70 41 57 50 35 43 45 Sierra Leone

South Africa CCC 42 57 74 66 40 56 77 55 54 72 12 51 87 49 68 53 South Africa

Tanzania CCC 42 33 74 53 38 60 68 54 53 70 67 61 66 35 50 50 Tanzania

Zambia B 55 49 77 63 33 71 89 63 67 65 36 59 42 37 39 58 Zambia

Zimbabwe C 43 25 40 32 24 63 79 55 25 75 10 41 55 73 64 43 Zimbabwe

AVERAGE 49 34 55 45 34 55 71 53 58 72 37 58 60 47 54 50 AVERAGE
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Mali CC 52 32 60 46 26 56 93 55 60 70 50 61 11 23 17 49 Mali

Morocco BB 64 66 59 63 46 65 61 59 84 69 28 67 90 25 57 63 Morocco

Mozambique CC 46 31 56 43 32 60 81 56 51 68 36 54 75 27 51 48 Mozambique

Namibia CCC 41 50 61 55 50 88 99 78 59 68 23 56 68 27 47 52 Namibia

Nigeria CCC 64 19 66 43 22 24 0 18 78 70 9 60 73 84 78 52 Nigeria

Rep of Congo CC 51 16 34 25 32 65 93 63 66 70 23 58 48 61 55 47 Rep of Congo

Senegal CCC 48 31 62 46 43 65 59 57 67 70 65 68 76 29 53 52 Senegal

Sierra Leone CC 45 28 48 38 32 58 54 48 54 70 41 57 50 35 43 45 Sierra Leone

South Africa CCC 42 57 74 66 40 56 77 55 54 72 12 51 87 49 68 53 South Africa

Tanzania CCC 42 33 74 53 38 60 68 54 53 70 67 61 66 35 50 50 Tanzania

Zambia B 55 49 77 63 33 71 89 63 67 65 36 59 42 37 39 58 Zambia

Zimbabwe C 43 25 40 32 24 63 79 55 25 75 10 41 55 73 64 43 Zimbabwe

AVERAGE 49 34 55 45 34 55 71 53 58 72 37 58 60 47 54 50 AVERAGE
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ASIA ASIA

China CC 37 55 29 42 46 62 26 48 81 75 67 73 80 55 68 47 China

India CC 36 34 72 53 43 46 0 34 61 70 75 67 86 59 73 47 India

Indonesia CC 32 48 55 52 40 57 27 42 74 75 50 67 75 47 61 45 Indonesia

Japan BB 63 76 70 73 69 79 0 54 53 76 15 53 92 41 67 63 Japan

Kazakhstan CC 34 72 30 51 42 64 84 63 87 80 18 70 54 54 54 49 Kazakhstan

Kyrgyz Republic C 28 55 36 46 45 59 85 61 68 90 36 67 46 30 38 43 Kyrgyz Republic

Laos D 30 28 29 29 36 93 29 54 55 76 65 63 20 47 33 38 Laos

Mongolia CCC 49 61 67 64 51 57 99 66 52 75 15 52 7 15 11 53 Mongolia

Philippines CC 43 46 65 56 35 44 0 30 11 70 66 44 79 58 69 46 Philippines

South Korea BBB 70 66 56 61 68 83 0 56 97 78 40 79 99 54 77 67 South Korea

Thailand B 57 71 37 54 41 61 33 46 45 80 40 58 88 35 62 55 Thailand

AVERAGE 38 56 50 53 47 64 35 51 60 77 44 62 66 46 56 48 AVERAGE

AUS/OCEANIA AUS/OCEANIA

NSW BBB 45 85 84 84 79 97 95 89 79 70 37 66 89 72 80 67 NSW

N Territory A 65 85 87 86 80 96 100 91 63 70 36 60 47 70 58 73 N Territory

Queensland A 59 85 88 87 79 97 99 90 63 70 35 59 81 72 76 72 Queensland

Sth Aus AA 69 85 89 87 79 98 99 91 80 70 35 66 69 66 67 76 Sth Aus

Tasmania A 57 85 78 81 85 93 96 90 81 70 38 68 87 76 82 71 Tasmania

Victoria BBB 52 86 86 86 83 98 87 89 66 70 37 62 92 71 82 69 Victoria

West Aus AA 67 88 92 90 82 98 100 92 76 70 37 65 82 74 78 77 West Aus

New Zealand A 52 98 92 95 84 97 91 91 80 72 39 69 93 90 91 74 New Zealand

PNG CCC 43 42 65 54 33 59 91 58 62 70 31 58 46 43 44 50 PNG

AVERAGE 57 82 84 83 76 92 95 87 72 70 36 64 76 73 75 70 AVERAGE
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Energy 
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CANADA CANADA

Alberta A 65 75 86 81 76 98 97 89 72 74 19 61 77 93 85 74 Alberta

Brit Columbia AAA 86 84 94 89 79 98 98 90 71 74 25 63 82 94 88 84 Brit Columbia

Manitoba AAA 80 86 80 83 80 98 99 91 64 74 26 60 76 89 82 80 Manitoba

NW Territories AAA 80 84 92 88 84 99 100 94 65 74 25 60 33 95 64 81 NW Territories

Nova Scotia BB 43 78 78 78 81 96 91 89 61 74 17 54 91 87 89 64 Nova Scotia

Ontario AAA 85 86 93 89 83 98 93 91 72 74 26 64 78 92 85 84 Ontario

Quebec AA 69 85 91 88 80 97 97 90 44 74 26 52 79 94 87 76 Quebec

Saskatchewan AAA 83 89 96 93 83 99 99 93 72 74 26 64 78 95 86 85 Saskatchewan

Yukon AA 67 87 94 91 84 97 100 93 73 74 24 64 34 89 62 76 Yukon

AVERAGE 76 84 89 87 81 98 97 91 66 74 24 60 70 92 81 79 AVERAGE

CEN AM/CARIB CEN AM/CARIB

Honduras CCC 49 47 58 53 38 58 63 52 76 75 38 66 89 24 56 53 Honduras

Mexico A 83 74 81 78 43 24 67 44 77 70 29 63 88 57 73 73 Mexico

AVERAGE 66 61 70 65 41 41 65 48 77 73 34 65 89 40 64 63 AVERAGE

EUROPE (inc.RUSSIA) EUROPE (inc.RUSSIA)

Bulgaria B 35 69 64 66 54 93 68 71 80 90 34 73 93 53 73 56 Bulgaria

Finland AA 65 92 90 91 87 80 91 86 95 80 27 75 95 93 94 78 Finland

Germany BBB 58 87 85 86 76 63 0 51 60 70 28 57 95 92 93 66 Germany

Greece B 53 58 73 65 48 61 58 55 72 71 13 59 93 60 76 59 Greece

Greenland CCC 49 20 81 50 60 80 100 77 49 70 22 50 7 30 19 51 Greenland

Ireland A 59 91 92 91 84 66 66 74 91 75 61 80 97 49 73 73 Ireland

Italy CCC 68 28 48 38 49 48 0 36 18 76 7 34 86 74 80 52 Italy

Poland CCC 35 83 61 72 67 65 37 58 55 81 39 60 94 59 76 54 Poland

Portugal BB 45 83 74 78 75 90 44 72 69 79 21 62 97 78 87 63 Portugal

Russia CC 35 71 22 47 40 61 96 63 71 80 9 60 53 88 71 48 Russia

Serbia BB 51 75 71 73 48 62 50 55 77 85 35 70 63 55 59 60 Serbia

Spain A 61 81 84 83 71 66 54 66 89 75 42 74 96 83 90 71 Spain

Sweden AAA 71 94 93 93 82 68 88 79 98 78 46 81 96 93 94 81 Sweden

Utd Kingdom A 55 96 92 94 76 67 0 54 97 81 31 78 97 77 87 70 Utd Kingdom

AVERAGE 52 77 72 75 65 67 54 63 77 78 30 67 83 73 78 63 AVERAGE
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Germany BBB 58 87 85 86 76 63 0 51 60 70 28 57 95 92 93 66 Germany

Greece B 53 58 73 65 48 61 58 55 72 71 13 59 93 60 76 59 Greece

Greenland CCC 49 20 81 50 60 80 100 77 49 70 22 50 7 30 19 51 Greenland

Ireland A 59 91 92 91 84 66 66 74 91 75 61 80 97 49 73 73 Ireland

Italy CCC 68 28 48 38 49 48 0 36 18 76 7 34 86 74 80 52 Italy
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AVERAGE 52 77 72 75 65 67 54 63 77 78 30 67 83 73 78 63 AVERAGE
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MIDDLE EAST MIDDLE EAST

Saudi Arabia B 55 54 38 46 47 60 93 65 95 80 23 74 78 71 74 58 Saudi Arabia

Turkey BB 68 60 70 65 35 26 48 36 82 80 20 67 89 49 69 62 Turkey

AVERAGE 62 57 54 55 41 43 70 50 88 80 21 70 84 60 72 60 AVERAGE

STH AMERICA STH AMERICA

Argentina BBB 59 43 82 63 61 93 92 80 84 65 12 62 81 61 71 65 Argentina

Bolivia CC 43 23 59 41 37 58 95 60 72 75 43 63 36 41 39 47 Bolivia

Brazil B 56 38 70 54 44 43 88 56 85 66 9 61 70 49 59 56 Brazil

Chile A 72 69 86 78 68 64 88 72 63 75 27 60 88 64 76 73 Chile

Colombia BB 65 66 67 67 39 43 78 52 71 66 29 60 67 70 69 63 Colombia

Ecuador B 47 48 66 57 43 62 67 58 80 78 15 66 81 64 72 55 Ecuador

Peru A 78 69 81 75 46 59 88 62 72 71 45 65 70 57 64 72 Peru

AVERAGE 60 51 73 62 48 60 85 63 75 71 26 63 71 58 64 62 AVERAGE

US US

Alaska AAA 80 92 95 93 75 67 100 80 74 65 29 63 29 92 60 80 Alaska

Arizona AA 71 93 87 90 74 66 89 76 73 65 31 63 62 95 78 76 Arizona

California A 61 86 84 85 72 61 53 63 68 65 28 59 94 94 94 70 California

Colorado A 65 93 90 91 70 62 90 73 73 65 30 63 63 95 79 74 Colorado

Idaho A 55 93 89 91 76 67 96 80 72 65 31 62 62 97 79 71 Idaho

Illinois A 71 88 87 87 66 66 55 63 69 65 24 58 64 96 80 73 Illinois

Nevada AA 76 92 92 92 72 65 95 76 73 65 28 62 59 94 76 78 Nevada

New York BBB 67 88 87 87 65 57 20 49 65 65 22 55 86 86 86 69 New York

Ohio A 70 91 90 90 71 63 45 62 70 65 27 60 64 93 79 73 Ohio

AVERAGE 68 91 89 90 71 64 71 69 71 65 28 61 65 94 79 74 AVERAGE
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Greenland

Greenland finally shows off its mineral wares
A massive island with deepwater ports all around – what’s not to like?

Greenland has much more to offer than fishing and colourful 
houses. Climate change has opened up formerly frozen parts of 
the massive island and explorers are finding rich deposits of zinc, 
titanium, copper, iron ore, rare earth elements and uranium. 

Mining returned to Greenland earlier this year with the opening 
of the Aappaluttoq ruby mine in the country’s north, although 
a government target for several major operations by 2018 was 
hit by the downturn. Now explorers are working hard to catch 
up as prices improve. 

On the ground, there’s limited infrastructure but the government 
has brought this into its pitch to the resources industry; 
deepwater fjords along the coast will mean ore can be shipped 
directly from mines to nearby North America or further afield. 

One explorer currently raising money for a major project picked 
Greenland because it had the following attributes: “A strong 
legal framework, prospective [and] a clear and transparent 
mining code.” 

Challenges include the cold over winter and 24-hour darkness 
at projects north of the Artic Circle, and workers would 
probably need to be brought in to supplement those drawn 
from Greenland’s population of 56,000. 

The Mining Journal World Risk Report (feat.MineHutte ratings) 
has taken into account the country’s legal system, business 
environment, government and infrastructure. 

It found a competitive, though relatively untested, mining code, 
strong decision-making processes with some infrastructure 
challenges. The country is clearly pushing for miners and the 
current mining strategy is designed to get five to 10 large-scale 
mines up and running in the coming decade. 

Starting up

There isn’t a wealth of experience in the mining community 
with Greenland’s mining code; as of August there were 55 valid 
exploration licences and six exploitation licences. 

The MineHutte ratings within the risk report considered the 
whole system but there are differences between stages of the 
licensing system; exploration licences provide relatively easy 
entry before a more rigorous process for exploitation licences.  

Christian Hjerrild Ovesen from the Mineral Licence and Safety 
Authority said there’s a real focus on getting explorers into the 
country and so the whole process, from application to final 
approval usually takes three to four months. Explorers need to 
show they either have the funding or a way to get it, some 
experience on the team and obviously the exact spot and area 
they would want access to. 

Moving a project from the exploration phase to the exploitation 
phase is a much more involved process; the government 
advises the social and environmental impact statements alone 
can take several years to get through.  

The numbers of exploration licences from the past 17 years 
largely follow market cycles but the number of actual mining 
licences has grown steadily in that time. Exploration licences 
reached a peak of 79 in 2012, and exploitation licences have 
grown from one in 2013 to the current six. 

Green(land) tape

Accessibility is key in Greenland. Those who are part of the 
process say the mining licensing and regulation system is based 
on keeping applicants and explorers aware of where they 
stand, and operates on a ‘one door’ basis. 

Bluejay Mining managing director Rod McIllree, who has The edge of the ice cap near Kangerlussuaq in Greenland 
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worked on Greenland projects for over a decade, told Mining 
Journal this year the Ministry of Mineral Resources was happy to 
work with miners. “The regulators are prepared to engage with 
you, to seek a solution to any issue that the industry faces,” he 
said. “This is something you don’t get anywhere else.”  

Overall, companies’ experience in recent years has included the 
standard frustrations miners have with governments; 
processing time and licensing requirements. Government 
officials have recognised these concerns. 

Ovesen, from the licensing division, said a study had shown 
Greenland was on par with other mining countries but 
acknowledged improvements could be made.  

“We are pretty quick with the exploration licences,” he said. “It’s 
not that expensive and we are quite effective, and then when 
you go to the next phase, obtaining the exploitation licence, it 
takes much longer.”

“[So what do we] do about this? Because we could definitely be 
faster. We are adding focus on it ... and we do want to see these 
exploration licences going into exploitation licences as fast as 
possible, but another issue is we need information that the 
companies cannot always provide as fast as we want them to, 
so that may be part of the delays, too.”  

Officials have previously said processing time would be looked 
at in the next multi-year strategy, and will continue publishing 
in-depth geological data for those interested in coming.  

Political backing

The public conversation over mining in Greenland has been 
significant in the past decade, with the election of the Siumut 
party in 2013 prompting the Associated Press headline of 
‘Mining proponents win Greenland election’.

The country won the rights over its mineral holdings in 2009 
after a public vote on self-rule and the Siumut-led parliament 
overturned a uranium mining ban in 2013. This gave a green 
light to Greenland Minerals and Energy’s Kvanefjeld uranium, 
rare earth element and zinc project. 

There is a level of bipartisan cooperation in the 31-seat 
parliament not seen in many other mining countries. The 
current governing coalition includes the Inuit Ataqatigiit 
Party, which campaigned against allowing uranium projects 
but now provides the mining minister, Muté Bourup Egede. 

Debate will continue in Greenland over the social and 
economic impacts of mining, like anywhere, but Ministry of 
Mineral Resources economist Thomas Lauridsen made the 
point the ministry’s strategy will determine how the 
government manages new projects rather than the political 
mood of the day.

“These strategies point out the direction for the policy, the 
regulations and strategies for oil and minerals for quite a long 
time, and that gives the companies certainty and stability over 
what is going to happen,” he said. “We are working on a new 
one now, and it’s our impression we will follow the same 
policy outline as the current strategy.” 

The risk report also looks at a country’s population density. 
That is one of Greenland’s strengths; figures from July 2017 
give its density as the lowest in the world, at 0.026 people per 
square kilometre. That means very little likelihood a town 
would be sitting on a deposit. Australia is full of people, 
comparatively, with 3.09 people per square kilometre. 

There are still concerns in communities over what mining 
projects will do to the environment but public engagement is 
de rigeur for explorers. Ministry of Mineral Resources 
geologist Anna Varga-Vass said the government also took on 

Part of Nuuk, the capital of Greenland
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some of the educational work around projects. “It’s the 
absolute priority for the government to work closely with the 
public and make sure that the public knows what sort of 
projects are going in the area,” she said. 

“At the geology department, we are working on doing 
workshops and public engagement so people understand 
exploration and mining and geology in general and why it’s 
important, and why Greenland is so unique.” 

Fiscal policies

The state’s take from mining projects is laid out in the contract 
with Ironbark from last year. Once the project is up and running, 
Greenland will take a 2.5% royalty on sales. Citronen’s net 
present value factors in a tax burden of 42% overall, taking it to 
a post tax $354 million as per the 2013 feasibility study..

The 2014-2018 mineral strategy outlined the overall tax take 
compared to Canada, Australia and others. The authors of the 
strategy found the mooted rates quite reasonable: “Based on 
the individual country comparisons, the main conclusion is that 
with an overall government take of 37-38% Greenland is at the 
lower end of the scale”.

While this strategy ends next year, the attitude of those in 
government points to a continuation of the theme. Lauridsen 
says the government respected miners’ need for tax consistency. 
“It’s very important there is stability, you should know what the 
fiscal framework is for the next 30 years,” he said. “There’s a 
strong feeling we can’t just change the fiscal regime overnight.”

The Ministry also has leeway in 
charges on explorers; during the 
downturn some fees were waived 
so work could go on in a 
challenging fundraising market.

Seaway

There’s not a lot of choice about 
getting from one place to 
another in Greenland. Getting up 
to Bluejay’s Pituffik project from 
the capital, Nuuk, means 
helicopters or planes for people 
and boats for equipment. The 
country’s road network is very 
limited, and basically non-
existent outside towns. But there 

is upside in this; the deepwater fjords along the coast offer 
direct shipping to miners with minimal infrastructure when 
they’re not frozen. Bluejay has already been able to ship 250 
tonnes in bulk samples and Varga-Vass said the easy access to 
shipping meant projects were streamlined.

“Yes, we don’t have highways and railways, but we do have 
seaways,” she said. “The coast is cut by deepwater fjords, going 
quite far into the mainland, which means most of the deposits 
and where exploration is going on are right next to deep fjords.” 

Bluejay’s broker SP Angel reported depths of 800m in the fjord 
alongside the project after a site visit this summer. “So as soon 
as they extract anything, they can just put it on a ship right 
away and ship it out of Greenland,” analyst John Meyer said.

Additionally, the container point in the capital is currently being 
expanded and there are plans to lengthen the runways at the 
Nuuk and Illulisat airports, which could bring in more airlines. 

Miners will have to provide their own energy; Ironbark said in 
its 2013 feasibility study it would install six generator units at 
the site and the Kvanefjeld project could be hydro-powered.

Access to projects can be limited by bays freezing over in the 
winter; Pituffik would only be accessible by water in summer 
without an ice breaker, Bluejay has said, and Ironbark will park 
its barges over winter as the ice takes over after the average 
45-day shipping window from July to September.

Promising ground

So what brings the miners to this tough terrain? Hugely 
promising resources and mineral potential. The variety is also 
important; from the REEs in the south to the zinc and lead-
containing sulphide mounds at the top of the island. Gold is 
also present through the Ketilidian Orogen in South 
Greenland. 

The Brookings Institute explained in layman’s term why 
Greenland is held in such high regard: “For the parts of the 
country that have been properly explored, Greenland does 
indeed have a rich resource base consisting of a variety of 
minerals … for areas that have not been explored, most 
estimates about resource potential are based on knowledge 

Greenland Minerals and Energy’s Kvanefjeld uranium, rare 
earth element and zinc project

“The coast  
is cut by 
deepwater 
fjords, going 
quite far into 
the mainland, 
which means 
most of the 
deposits are 
right next to 
deep fjords”
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of shared geology with other areas, such as northern Canada 
and Norway,” Tim Boersma and Kevin Foley said.  

Bluejay has garnered the most attention recently out of the 
Greenland explorers for its Pituffik titanium project in the 
country’s northwest. It is made up of three ilmenite-rich 
targets along an 80km stretch of beach with an inferred 
resource of 23.6 million tonnes at 8.8% ilmenite currently on 
its way to an exploitation licence. After a recent visit, Meyer 
from SP Angel was almost ecstatic about its potential: “Pituffik 
is one of the most economically promising mineral projects 
we have ever had the privilege to visit.” 

The targets are the beach itself, the ‘raised beach’ higher up 
and the ‘drowned beach’ underwater. The titanium appears in 
ilmenite and magnetite-rich sands that are deposited along 
the coastline. These rich sands originate from the Steensby 
Land Sill complex with basaltic sills, and the Neoproterozoic 
Thule Dyke Swarm, according to the government’s geological 
data. A feasibility study is expected before the end of 2017. 

Bluejay’s McIllree gave a project update in August:  “With 
drilling started, bathymetry survey commenced, and licencing 
application modules such as the economic impact 
assessment, social impact assessment and stakeholder 
engagement all progressing as stated earlier this year it was 
very pleasing to see the onsite team implementing and 
managing multiple work programmes in an efficient and 
effective manner.

“Now we are focused on demonstrating the significant size of the 
asset, securing an off-take partner and defining a viable logistics 
solution to ship our premium quality ilmenite product, as we 
remain on track to commence commercial production in 2018.” 
The area is known for hosting the US Air Force’s Thule base. 

Ironbark Zinc’s Citronen zinc and lead project in Greenland’s 
north has the advantage of already having its exploitation 
permit.  The ASX-listed company has a lot of capital to raise 
but has signed a memorandum of understanding with China 
Nonferrous Metal’s engineering division over construction 

and funding and is preparing an updated feasibility study that 
conforms to Chinese standards. 

Citronen’s target deposits are hosted within a Lower 
Palaeozoic Franklinian basin that spreads from northern 
Greenland into the Canadian Arctic islands. The pyrite-
dominated mineralised zone can be mined through an 
underground operation before moving to a lower-grade 
openpit. The 2013 BFS outlined a 14-year mine life initially but 
noted the resource of 71Mt grading 5.7% zinc and lead would 
be “open to further mineralisation in almost every direction”.  

The mine will cost around $430 million although the 
engineering work from NFC could drop this down. Funding 
could come largely from China but Ironbark also has a loan 
and offtake agreement with Glencore to lean on. 

There are also two major Greenlandic REE projects that could 
offer industry an alternative supplier to China. Greenland 
Minerals and Energy’s Kvanefjeld project in the south got a 
green light once the uranium ban was lifted. The explorer is 
working on its exploitation licence application and has 
already set up a pilot plant. The reserve estimate is 108Mt 
with1.43% rare earth oxide, 362ppm U3O8, and 0.26% zinc.

Tanbreez is closer to a licence for its namesake project, which 
has an inferred resource of 4.7 billion tonnes grading 0.2% 
niobium oxide, 0.5% light rare earths, 0.15% heavy rare earths 
and 0.02% tantalum oxide. The private company’s managing 
director Greg Barnes told Mining Journal earlier this year it was 
the largest REE resource globally and could compete with 
China on cost because of that scale. It also has the advantage 
of not having any uranium in the REE deposit. 

Where to now?

Greenland has the means (its massive variety of resources), 
the motive (jobs, revenue) and the opportunity to get its 
mining sector moving. In 2014, the Brookings Institute 
identified just how important this is: “Greenland now finds 
itself with a more pressing imperative to develop its economy 
as its financial position is expected to deteriorate significantly 
over the coming 10 to 20 years.

“The mining and energy sectors appear to be the best option 
for economic development but it may not happen soon 
enough, and ultimately the speed with which the industry 
develops depends more than anything else on the external 
investment environment.” 

Beyond the current projects moving into production, this will 
mean more exploration with a focus on base metals, REEs, 
gold and even uranium as the price improves. Now the global 
investment environment has heated up it’s time for miners to 
share that warmth with Greenland.

Bluejay’s Pituffik titanium project in Greenland’s northwest 
comprises three ilmenite-rich targets along an 80km beach
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Finland

Outcrop outperformance
Miners have literally just scraped the surface of Finland’s mineral 
potential. Most, if not all, of the major projects in the country 
have come from outcrop deposits, which make up 1-2% of its 
mineral wealth. 

This major geological potential, coupled with a supportive 
mining code and reliable infrastructure all over the country, 
means Finland should be high on any explorer’s list. 

According to Mining Finland, 
there are nine mines in 
operation currently, and 
dozens of exploration 
projects. These are spread 
from south to north, with the 
highest concentration in 
Lapland, home to the Central 
Lapland Greenstone Belt. 

The major working mines 
include Europe’s biggest gold 
mine, Kittilä, which produced 
200,000 ounces in 2016, and 
Boliden’s Kevitsa nickel and 
copper mine, which 

produced 8,805 tonnes of nickel and 17,204t of copper in 2015. 

Projects in the exploration phase include Anglo American’s 
Sakatti nickel site in Lapland and Mawson Resources’ gold and 
uranium project Rompas, on a greenstone belt further south. 

Finland has only been viable for foreign miners for 20 years but 
rigorous geological exploration allowed explorers to move in 
quickly once allowed.  

Like anywhere, it can take years to get an exploitation licence, 
but the current administration has a pro-mining bent and the 
2011 mining code update means exploration rights are more 
easily obtained. 

In the Mining Journal World Risk Report (feat.MineHutte ratings), 
the country scored highly across the board. 

The infrastructure score of 94/100 is particularly impressive 
because of Finland’s ice cover and swamps, with road access to 
much of the country possible year-round, even in the Arctic 
Circle.

Because of this infrastructure, mines keep running all year and 
drillers only need avoid the few weeks of the snowmelt.

Permits, please

Finland operates on a reservation-exploration-exploitation 
model. Explorers can look up geological data from the 
Geological Survey of Finland (GTK) that has been gathered over 
decades of mapping. 

Geologist Jim Coppard, who led the team that found Anglo 
American’s Sakatti nickel sulphide project, said the mapping 
done by the department gives explorers a leg up from the very 
beginning. 

“Finland has probably got the best geological 
database in the whole world; all of Finland 
has been flown at 200m line-spacing, and 
most of it by electromagnet as well,” he said. 

Once an explorer has picked a spot, the 
company can reserve it through the Finnish 
Safety and Chemical Agency, known as Tukes. 
This is an easy process and holds an area in 
place while the exploration application goes 
through. 

Magnus Minerals is a Finnish project generator 
currently working closely with Boliden. 
Magnus CEO Carl Löfberg said permission from 
Tukes can be harder if, like across 30% of 
Lapland, the site is in a protected area. 

“In a natural bog, or a natural forest area, then 
There is a high level of drilling expertise in Finland, and widely available 
geological data

“Like anywhere, 
it can take years 
to get an 
exploitation 
licence, but the 
current 
administration 
has a pro-
mining bent”
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it takes longer [because] you need to make an environmental 
assessment,” he said. “But then with the environmental agency, 
it’s very straightforward.” 

Löfberg said drilling plans in protected areas also brought more 
opposition from environmental organisations but the mining 
code meant exploration would happen eventually provided the 
project was cleared on environmental grounds. 

“It will take one or one-and-a-half years after going to court,” he 
said. “The licence will be granted, but it will take time.” 

The system is bringing more explorers to Finland. Tukes 
reported a 37% year-on-year increase in drilling in 2016, to 
178km. There were 98 exploration applications in 2016, and the 
agency said it would bring on more workers to get through 
them all. 

Finland has the lowest population density in the European 
Union (eight people per square kilometre) and Lapland even 
lower, lowering the chance of local community concerns. 

Once an exploration licence is granted, costs can stack up for 
explorers, with licences costing €2,000 (US$2,379) per square 
kilometre. This has been described as an ‘inverse royalty system’ 
because the money goes to the landowner but, in any case, 
explorers must have ample cash. 

Moving on to exploitation licences has not been tested by any 
major projects recently but Kittilä’s experience in the early 
2000s could be instructive; previous owner Riddarhyttan 
submitted its environmental impact assessment to authorities 
in 2000 as it kept further defining the resource, put in for a full 
licence in 2002 and then received the permit in early 2003. 

Agnico Eagle took over Riddarhyttan after becoming a major 
shareholder in 2004 and then made the decision to build the 
mine in 2006. Production began in 2009.

Governance 

Finland was one of the highest ranking countries in the Mining 
Journal World Risk Report (feat.MineHutte ratings) for 
governance, coming alongside or ahead of more familiar 
destinations for mining investors and explorers, including most 
Australian states and Canadian provinces. 

Agnico Eagle Finland CEO Jani Lösönen said relations between 
his company and the government were strong. 

“Our relationship with the authorities and government is good,” 
he said. “It’s transparent and open. 

“Of course our expectation is that politicians and decision-
makers would have a long-term view of the industry, so there are 
no surprises in terms of rules and regulations.”  

The government’s attitude towards mining depends on those in 
power at any given time, like anywhere else, and Finland’s 
explorers found life harder under former environment minister 
Ville Niinistö (in office 2011 to 2014), according to Mawson 
Resources CEO Michael Hudson. 

The government is “pro-mining” now according Harry Sandström 
from the GTK, who also said the mining code meant there would 
be consistency even if governments change. 

Finland ranks highly on ease of doing business (13th in the World 

Boliden bought the Kevitsa mine in Lapland from First Quantum 
Minerals in 2016 for US$712 million
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“Finland has the lowest 
population density in the 
European Union and Lapland 
even lower, lowering the chance 
of local community concerns”
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Bank’s 2016 rankings) and Transparency International put it at 
third on its corruption perception index, behind Denmark and 
New Zealand. 

Below the national government level, where would-be miners 
deal with Tukes and the GTK, there are the regional state 
administrative agencies, which replaced provinces in 2009. 

Open up

The country’s push for foreign investment is reasonably 
advanced, considering foreign companies could only own 20% 
of projects until the 1990s, when the economy was liberalised as 
Finland prepared to join the European Union. 

Public support for mining varies from place to place, with 
companies like Agnico Eagle operating near supportive 
communities but explorers like TSX-listed Mawson Resources 
fighting legal challenges for years against environmental 
organisations. 

Mawson CEO Hudson said the opposition to his company drilling 
the Rompas-Rajapalot site on a belt south of Kittilä came from 
the area’s Natura 2000 designation, an EU initiative to project the 
habitats of vulnerable wildlife and plants.  

Hudson said he doubted Finland’s commitment to mining in the 
depths of the court cases but also highlighted government 
support throughout the process. 

“We’ve spent a lot of time and energy lobbying and trying to 
understand whether the country wants to be in mining,” he 
said. “We had a lot of opposition a number of years ago but 
it’s got a lot better.” 

Keeping Mawson and its backers motivated would 
undoubtedly have been bonanza-grade intercepts of 617g/t 
Au from 2010. 

Hudson said the change of government in 2015 had made 
Finland a much easier place to be a miner. 

The Talvivaara toxic tailings release in 2012 didn’t help the 
industry’s image, and Hudson said it made politicians much 
warier around mining projects – not surprisingly when the 
government ended up lending the bankrupt miner (Talvivaara 
Sotkamo) over €100 million. 

Lösönen from Agnico Eagle had a contrasting story to tell on 
the local image of mining. 

Agnico is one of two major employers in Kittilä itself, with 
mining and tourism supplying the vast majority of jobs. 

The company employs around 800 people (including 
contractors) and Lösönen said the region’s outdoor activities 
made workers keener to move to the Arctic Circle town. 

“It’s very good the ski resort is nearby, because it’s easier to 
attract employees,” he said. 

Overall, Lösönen’s backed up Finland’s place near the top of 
world business rankings. 

“This is a stable country, there is very little corruption, the 
collaboration with authorities and the government is 
transparent and fair and the basic education level is good,” he 
said. 

Royal rights

The royalty rate in Finland is simple. 

Tukes asks for an annual excavation fee of €5,000 euros per 
square kilometre and 0.15% of the “calculated value” of 
minerals or metals pulled from the ground. 

Agnico Eagle, which got its mining licence before the most 
recent mining code update, pays a net smelter return royalty 
of 2% to the government. 

The corporate tax rate was reduced from 26% to 24.5% in 
2012 and then down again to 20% in 2014. 

Looking at the overall economic picture, the country has 
struggled for growth in recent years but its GDP has now 
grown for seven consecutive quarters, a breakthrough after a 
recession that ran from 2011 to 2015. 

For explorers such as Mawson Resources, getting around in 
Finland can be easier in winter than in summer because of 
the swamp-like conditions

“This is a stable country, there is 
very little corruption, the 
collaboration with authorities and 
the government is transparent 
and fair and the basic education 
level is good”
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Getting around 

As mentioned above, one of the surprising positives of Finland is 
the accessibility of sites even in the Arctic Circle in winter. In the 
northern part of the country, winter temperatures range from 
-10 to -30 degrees Celsius, and summer temperatures range from 
10 degrees to the mid-twenties. 

There are well-maintained roads that stay open through winter 
and bulks can be shipped from the country’s Baltic Sea ports like 
Kemi. Miners also transport materials internally all year; Boliden 
produces copper and nickel concentrate at the Kevitsa mine in 
Lapland, before trucking it south to its Harjavalta smelter in the 
southwest. 

For explorers, winter also provides some of the best ground 
conditions. Löfberg said there were real advantages to drilling in 
winter in Finland. 

“Winter is the best time to drill,” he said. “We have two drilling 
seasons in Lapland – the only time where you cannot do 
anything is from late-April through May, maybe June, because 
you have a metre of snow, and when the snow melts, everything 
is really wet.

“Even on the forest roads, it’s just muddy and if you drive on 
them, the roads get damaged, and you have to reconstruct 
them.” 

Coppard agreed, saying you only had to avoid a few weeks in 
spring. “The only time drilling is a complete no-no is during the 
melt time,” he said. “For early stage exploration, it’s important you 
minimise environmental impacts and up north [and] if you drill 
in the winter, no one knows you’ve been there.” 

Rocking on

Finland’s prospectivity is without doubt. The country’s section of 
the Fennoscandian shield holds major gold, nickel and copper 
reserves and there are diamond and uranium prospects, as well 
as battery metal opportunities. The gold mineralisation is 
concentrated in Aegean belts, like the Lapland Greenstone Belt. 

Coppard, who ran Anglo American’s Scandinavian exploration for 
years, said the style of the mineralisation in Paleoprotezoic-era 
belts meant there was much more to be found.  

“The fundamentally great part of Finland is the Lapland 
Greenstone Belt,” he said. “You’ve got a world-class deposit 
[Kittilä], and then the next deposit is 300,000oz – there’s no 
greenstone belt in the world where you’ve got a world class 
deposit, and then the next 
one is only 300,000oz.” 

Kittilä went from openpit to 
underground in 2012 and 
recent resource expansion 
drilling at Kittilä has 
delivered intercepts of over 
5g/t Au at depths below 
1,000m. 

Outside the Arctic Circle, 
south of Kittilä is Hudson’s 
Rompas project, on the 
Peräpohja Greenstone Belt. 
He said the structures were 
similar but discovery came 
later, in 2008. 

Kittila is Europe’s biggest gold mine, producing 200,000oz in 2016

“For early stage 
exploration, it’s 
important you 
minimise 
environmental 
impacts and up 
north [and] if 
you drill in the 
winter, no one 
knows you’ve 
been there”
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“It’s the same set of rocks – same age rocks, same age gold,” 
Hudson said. “But before this discovery this greenstone belt 
wasn’t thought to be prospective. There’s the right-aged 
greenstone belt with 7 million ounces of gold to the north of us 
that had never been touched until seven or eight years ago.” 

Hudson said after a 12,000m drill programme last winter the aim 
was to just keep defining the Rompas deposits. 

“We’re putting 60% of the budget into drilling out the areas we 
know a lot more about, but 40% is allocated to exploring the 
much larger area,” he said. “We’ve only tapped approximately 5% 
of our target horizon, over 100 square kilometres.” 

So while there must be major gold reserves in Lapland waiting to 
be discovered, the other exciting geological feature is that the 
existing discoveries have been outcrops. Sandström from the 
GTK said further exploration would open up far more of the 
various greenstone belts. 

“Most of our current mines and mine development projects were 
found from outcrops and are very shallow,” he said. “While we 
have a huge range of geophysical and geochemical data, we 
have still only scraped the surface for the time being.” 

Boliden’s Kevitsa nickel, copper, gold and PGE openpit mine is also 
in the Lapland Greenstone Belt but targets older mineralisation 
separated from the Kittilä group with a tectonic contact. 

Fellow nickel operation Talvivaara – now in the hands of state 
mining company, Terrafame – is a different beast, with the 
orebody in the Proterozoic Kainuu Schist Belt in the centre of 
Finland. The nickel, copper, zinc and cobalt mineralisation is 
mostly found in black schists, and there is greater expectation for 
the operation now Trafigura has taken a 15% stake in Terrafame. 

Who’s there

On top of the above-mentioned projects, there is First Quantum’s 
remaining zinc and copper mine, Pyhäsalmi; Boliden’s Kylylahti 
polymetallic project; Endomines’ Pampalo gold mine in the east; 
Dragon Mining’s neighbouring Orivesi and Jokisivu projects; and 
Outokumpu Chrome’s chromium operation in Kemi. 

Anglo American is taking its time with the Sakatti project, which 
is similar in make-up to Boliden’s Kevitsa mine. 

Outside of gold and copper, Sandström said Finland could 
benefit from the energy metals boom. 

“Gold is gold, we have high potential for gold, and there is still 
quite a lot of unexplored areas,” he said. “But on the other hand, 
we have quite a lot of potential for cobalt, nickel and lithium.

“Certainly we have potential in lithium, we have hard rock, which 
is different from the brines. Our chance there is to refine it further 
so the final product is better than that coming from the brines.” 

Finland has proved a popular spot for explorers wanting to add a 
lithium project to the portfolio. 

London-listed Savannah Resources has done rock-chip sampling 
of pegmatite outcrops at its two projects in the south of Finland 
and nearby an Avalon Minerals and Nortec Minerals joint-
venture has found high-grade spodumene-bearing pegmatites, 
with intercepts of 9m at 2% Li2O.  

Nordic Mining is further along the development path, with its 
Finnish subsidiary Keliber publishing a prefeasibility study in 
2016 and aiming for production in 2018. The PFS – using 2015 
pricing – modelled a 9,000t per annum lithium carbonate 
operation and plant with a joint cost of just over €200 million. 

Drilling over the 2016-2017 winter brought an updated 
measured and indicated resource of 8Mt at 1.19% Li2O, which 
will be incorporated into the upcoming DFS.  

Fintastic

Judging from the experiences of explorers in Finland in the past 
20 years, it’s clear there’s plenty more to be found in the country. 
Jim Coppard – whose Sakatti discovery has been much feted in 
the industry – said some geological imagination was needed for 
the next big discovery. 

“Everybody else has that same geological data – you’ve got to 
actually look at it and apply it on the ground,” he said. 

“For the discovery of Sakatti, it was just using exactly the same 
data that everybody else had for a decade, but just applied 
slightly differently and having an open mind and using 
experiences from around the world. Even though they have the 
greatest database in the world, it’s how it’s applied.” 

Coppard estimates in the Lapland Greenstone Belt there were 
“many more” 1-2Moz gold deposits to be found. 

Mawson Resources’ Hudson made clear just what future 
exploration could deliver. 

“Most of the discoveries have been found in outcropping areas,” 
he said. “Ninety-nine percent of the country is under a thin 
glacial cover. Most of the mines, if not all, have been made in that 
1% of outcrop. 

“That’s where the real frontier is, under thin glacial soils. It’s like 
going into new, untouched terrain with some dark glasses on. It’s 
not as if you’re looking deep, you’re looking under 3-5m on 
average.”  

This compares favourably with more developed countries. 

“Exploration has moved sub-200m in Australia, and you only 
need to move sub-5m in Finland,” Hudson said. 

Time to the hit ice road.  
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Introduction & methodology
The data used for the General Risk section of the Mining Journal World Risk Report (feat.MineHutte ratings) were collected by the 
World Risk Survey. The survey was launched digitally on May 10, marketed heavily through our global distribution network for 
just over seven weeks, then was closed at the end of June.

The survey received 678 responses from resource companies and resource services firms across the globe. For a more complete 
breakdown of responses, please see the World Risk Survey reference in the Inputs section at the front of this report.

Though the overall survey response was strong, there was a significant attrition rate 
attached to respondents who completed the whole survey. Of the 678 individuals that 
took the jurisdiction-rating part of the survey, 440 continued through to complete the 
General Risk section, meaning 238 abandoned the survey before this point.

Though we would obviously have liked all respondents to have carried on through the 
entire survey and will be looking at ways to reduce the attrition rate for next year, we 
believe the level of data recorded still comfortably generates meaningful results.

The Business Risk and Operating Risk survey sections were set up to provide as clean 
and simple a set of results as possible. The number of risks that could have been 
assessed in these sections was almost limitless and so, to simplify, we first narrowed 

down the list of Business Risks and Operating Risks on which we would be gathering information to nine and seven, respectively. 
They were as follows:

   Regulation (fiscal and corporate governance)

   Currency

   Commodity price

   Access to capital

   Liability (directors and individuals)

   Resource nationalism

   Terrorism

   Cybersecurity 

   Disruptive technology.

   Environmental management

   Mine closure

   Social licence

   Project permitting

   Geological

   Cost inflation

   Skills availability.

Business Risk Operating Risk

These lists were arrived at through consultation with industry and, though some risks are clearly Business Risks and others are 
equally clearly Operating Risks, there was some debate over the general categorisation and final risks making up both lists.

Through the survey, we asked the same three questions regarding each risk on both lists: 

   Respondents were asked to describe the level of the risk as either Very High, High, Moderate, Low or Very Low. This was 
designed to provide a basic understanding of what the industry views as its biggest threats

   Respondents were then asked to describe whether the risks were Rising, Static, or Falling. This was designed to understand 
which risks, if any, were seen as subsiding and which the industry saw as the biggest future threats

   And, finally, respondents were asked to describe how easy the risks were to manage by categorising each risk as Very difficult 
to manage, Difficult to manage, Moderately difficult to manage, Easy to manage, or Very easy to manage. This question was 
designed to understand to which risks the industry felt most exposed and which risks it felt it was able to transfer, mitigate and 
minimise.

The data produced from this process was relatively clean and self-explanatory, though there was a level of manipulation required 
to arrive at what we felt was the simplest presentation of the numbers.

“The Business Risk 
and Operating Risk 
survey sections were 
set up to provide as 
clean and simple a set 
of results as possible”
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Our hierarchies for both the level of risk and difficulty to manage were calculated by assigning each response category with a 
numerical value and multiplying by the number of responses in that category, with the largest numbers corresponding with the 
highest risk/most difficult to manage categories, as follows:

   Very high; Very difficult = 5

   High; Difficult = 4

   Moderate = 3

   Low; Easy = 2

   Very low; Very easy = 1.

The risk with the highest score was deemed the ‘biggest/hardest to manage’ risk for miners.

There is also a tendency for respondents to default to the Moderate rating in surveys when they are unsure. This category 
therefore, generally, had the highest responses and so partly masks other trends in the data. To counter this somewhat, we have 
separately grouped the categories on either side of the Moderate category for both the question on risk level and that on risk 
management so there are only three sections, as follows:

   Very high/High; Very difficult/Difficult

   Moderate

   Very low/Low; Very easy/Easy.

On analysis of the results with our project partners, we have identified a handful of areas where questions, or explanations of 
questions, can be made clearer to improve the quality of the data. There are also improvements to be made to the presentation 
and grouping of certain business and operating risks that may make the results more meaningful. These lessons will be applied 
for next year’s survey.
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Leader: Unique business, unique risks
Since starting out in mining analysis in 1995, I have often found myself uttering the words, “The problem with mining is…” to 
befuddled generalist investors. I would then go on to explain why what was accepted wisdom for the rest of the market 
somehow did not apply to mining. 

To begin with, I was surprised at how often this happened and imagined that with time and experience I would begin to 
rationalise this mining exceptionalism in a way that would make sense to generalists. However, the reverse seems to be true and I 
have instead come to accept there is investing and there is investing in the mining industry. 

One of the areas in which I have come to accept this new 
orthodoxy is the area of risk and, in particular, the 
quantification of that risk. As one grizzled old veteran of the 
South African market told me when I was a young analyst: 
“The problem with mining is you can’t choose where to put 
your mine.” At one level, of course, the observation is self-
evident. But much flows from this reality. 

Unlike manufacturing, there is no opportunity to offshore 
productive capacity if conditions (political or economic) 
become dicey. 

Another problem with mining is the risks (and the balance 
of those risks) change with time. Initially, the principal risks 
to which any mining project is immediately exposed include 
geographical/sovereign risk, geological risk, metallurgical 
risk, engineering risk, financing risk and management risk. 
In general terms, these may be summarised as 
management’s ability to bring a project to account 
wherever it is located within technical and financial 
parameters. 

Once in production, however, these risks reduce to be 
replaced by others such as commercial, commodity price, 
foreign exchange and global economic risks. However, these 
risks often defy easy generalisation. 

Some are compound risks. For example, fiscal risk and 
resource nationalism both fall under the same banner as 

geographical/sovereign risk. They may be subsets of political risk and therefore connected or completely unconnected, as 
in much of the developed world. 

Some are the product of the human mind (legal risk) and some the product of Mother Nature. Some only apply for specific 
periods in a mining company’s life (permitting; access to finance). Some theoretically cover only a specific period in a 
mining company’s life (commodity prices during production), but inevitably drive valuations at the exploration phase, too. 

Some are new and known (personal director responsibility and the UK’s Bribery Act 2010); some are new but largely 
unknown (cyber security). Some are almost impossible to comprehend (civil war; terrorism). Some are almost impossible to 
quantify or predict (disruptive technology). Some are within management’s control (hedging; counterparty risk; employee 
quality; systems/procedures; culture) and some are not. 

By its nature, risk is intangible. It is almost impossible not to conclude it is at least as varied and changeable as human 
society itself – with both the risks themselves and the balance of those risks constantly in flux. 

Some are self-hedging (commodity prices and commodity currencies) and some self-reinforcing (market conditions and 
bad news). Few, if any, however, appear to be declining, though some can be mitigated. 

Author: Charlie Gibson is an Oxford University graduate and 
a mining analyst based in London, though he has also 
worked in South Africa and New York. He started his career 
with Cazenove & Co, spent some time with T Hoare 
Canaccord, and has also worked for a mining company as its 
mineral economist. Charlie is currently head of mining at 
Edison Investment Research.

“The problem with mining is you 
can’t choose where to put your mine”
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In fact, human progress may be the only area in which there is upside risk for mining – more developed societies use more 
commodities per capita. And yet, that has its own mitigation in that they also become more concerned about where and under 
what conditions those commodities are mined. No longer can profit-obsessed mining magnates keep workers imprisoned in 
dangerous, dark hell-holes for their own ends.

If, in the end, that observation is correct – that risks relating to mining ventures are indeed increasing – then there are only two 
possible conclusions.  The first is so too must the rewards in order to maintain 
the mining industry in equilibrium (or growing). The second is the days of the 
mining industry are numbered – perhaps to a very long time, measured in 
centuries rather than years, but numbered nonetheless. The only other 
alternative is we, as a society, must consciously reduce the risks in order to 
incentivise the industry. 

Fortunately, while many of the risks I have mentioned are beyond our control, 
many are still within it – and that is why, despite all of the naysayers, I believe that mining will always be with us. 

Populist politicians can bluster and, in the short term, we can cut off our nose to spite our face. But, in the end, the conveniences 
required by a consumerist society must either be grown or mined and Mother Nature’s mineral endowment is too rich and too 
valuable to ignore. 

Quite simply, without it, too much human development will go unrealised. It is worth the risk.

“Mother Nature’s mineral 
endowment is too rich and 
too valuable to ignore”
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Business analysis
As described in the methodology, we calculated the biggest risk out of those presented by assigning a numerical value to 
responses that increase with the level of risk, so the highest risk level received the highest value, then multiplying by the 
number of responses.

1.  Commodity price risk

Using this method, commodity pricing was clearly considered the biggest risk facing the mining sector, presumably reflecting 
its bearing over the ability of exploration and development companies to raise capital, the economics of feasibility work and, 
ultimately, the primary determinate of operating margins. Some 40% of respondents categorised commodity risk as either 
‘High’ or ‘Very high’, around 46% said it was ‘Moderate’, and just 14% described it as either ‘Low’ or ‘Very low’. 

We would have thought commodity risk, being ever present 
throughout a project life-cycle, would be relatively stable. However, less 
than half (48%) of respondents to our survey said commodity risk was 
‘Static’, compared to 35% who said it was ‘Rising’. This may speak to the 
lack of visibility and direction around commodity pricing currently, 
which limits confidence in long-term decision making.

This follows through into the manageability of commodity risk, which 
54% of respondents rated as either ‘Very difficult’ or ‘Difficult’. Only 7% 
said it was either ‘Easy’ or ‘Very easy’ to manage, most likely with 
hedging tools in mind. 

2.  Access to capital

The second-highest risk identified by our survey 
was access to capital, which while having 
improved from the depths of 2015 is clearly still a 
struggle for exploration and development outfits, 
in particular. Around 34% of respondents rated 
access to capital as a ‘Very high’ or ‘High’-level risk, 
42% said it was ‘Moderate’, while 24% considered it 
a ‘Low’ or ‘Very low’-level risk. 

The high response rate to the survey from 
companies with market capitalisations of more 
than $500 million (23%) has held back this risk 
from the top ranking. Only 28% of companies 
capitalised at more than $500 million rated access 
to capital as a ‘High’ or ‘Very high’ risk against 
around 43% of companies capitalised between 
$11-100 million.

We were once again surprised by the direction the 
majority of respondents suggested this risk was 
trending. Though around half (52%) described the 
risk as ‘Static’, 29% said access to capital was 
becoming a greater risk compared to 19% who 
said it was ‘Falling’. Our feeling had been of 
improving capital market conditions as evidenced 
by frequency of raisings and more IPOs. 

Business risk trending: aggregate

Static: 
2094

Falling: 327
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Managing this risk was 
described as either ‘Very 
difficult’ or ‘Difficult’ by 
almost half (48%) of our 
respondents with most of 
the balance describing it as 
moderately difficult. 

Only 4% of companies with a 
market capitalisation of less 
than $500 million described 
access to capital as either 
‘Easy’ or ‘Very easy’ to 
manage compared to 11% of 
companies capitalised at 
more than $500 million.

3.  Regulation  
(fiscal and corporate 
governance)

The level of grumbling we 
hear around regulation 
meant we weren’t surprised 
to see regulation risk at 
number three. Some 31% of 
respondents rated 
regulation as either a ‘Very 
high’ or ‘High’ risk compared 
to 22% who said it was a 
‘Low’ or ‘Very low’-level risk.

This is likely to change in 
subsequent years, however, 
with almost half (49%) our 
respondents suggesting this 
risk is on the rise – the 
second-highest level on our 
business risk list. All but 7% of 
the remaining respondents 
said it was at least ‘Static’. 
Regulation risk was rated 
either ‘Very difficult’ or 
‘Difficult’ to manage by 44% 
of respondents; only 9% 
regarded it as either ‘Easy’ or 
‘Very easy’ to manage.

4  Liability (individuals 
and directors)

Individual and director 
liability for exploration, 
development and mining 

Regulation (fiscal & corp governance)

Currency

Commodity prices

Access to capital
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activities snuck into the top part of the table, 
with 27% rating it a ‘Very high’ or ‘High’-level 
risk, narrowly ahead of the 25% who 
considered it a ‘Low’ or ‘Very low’-level risk. 

A clear majority of respondents (62%) 
considered the risk of legal action for 
something the company had done as ‘Static’, 
while 34% said the risk was ‘Rising’. Somewhat 
surprisingly, smaller companies rather than 
larger companies were more concerned about 
the future possibility of being pursued in 
court, with 38% of companies worth less than 
$500 million on average regarding the risk as 
‘Rising’ compared to 29% of larger companies.

This trend was continued through to the 
manageability findings, with 15% of 
companies capitalised at less than $500 
million suggesting liability risk was either 
‘Easy’ or ‘Very easy’ to manage compared with 
24% of larger companies. Overall, 26% of 
respondents said liability risk was ‘Very 
difficult’ or ‘Difficult’ to manage compared to 
18% who rated it ‘Easy’ or ‘Very easy’. 

5.  Cyber security

This one would not have been on the list five 
years ago but comes in right in the middle of 
our General Risk table. Some 44% of 
respondents said cyber security was only a 
‘Moderate’ risk, with 30% saying it was either 
‘High’ or ‘Very high’.

The standout feature of the results gathered 
on cyber security was the risk level trend, 
which 62% said was ‘Rising’ compared with 
1.6% who said it was ‘Falling’ – this is, as 
expected, a risk of the now and the future. 

As such, most respondents showed relatively 
little confidence in managing their cyber 
security risk. Just 13% said it was either ‘Easy’ 
or ‘Very easy’ to manage the threat compared 
to 40% who found the challenge ‘Difficult’ or 
‘Very difficult’.

6.  Currency

Currency risk is the first on this list that more 
respondents regarded as either a ‘Low’ or ‘Very 
low’-level threat than a ‘High’ or ‘Very high’-
level threat. Some 29% of respondents said 
currency risk was ‘Low’, with another 6% 
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regarding it as ‘Very low’. This compared to 
16% who said it was ‘High’ and just 3% who 
regarded it as ‘Very high’.

It was, however, seen as more of a ‘Rising’ risk 
overall, with 23% of respondents leaning 
that way compared to 10% who saw it 
dropping off into the future. 

Like commodity pricing, this may reflect the 
industry’s reaction to an increased level of 
volatility in global markets, which has seen 
Sterling and the Mexican Peso, to name two 
of the more extreme examples, decimated 
on the back of unrelated political events. 

The discrepancy between the current risk-
level rating and its future direction speaks to 
the fact many of the currency moves have 
aided miners, with major resource 
economies such as Canada and Australia, 
along with others like Mexico and Russia, 
enjoying a drop in local costs associated with 
currency at the same time as a resilient US 
dollar, in which metals are priced, has 
protected revenues.

It was a split decision on the manageability 
of currency risk. Around half (49%) of 
respondents regarded the manageability of 
currency risk as ‘Moderate’, with slightly more 
categorising it as either ‘Very difficult’ or 
‘Difficult’ than saying it was ‘Easy’ or ‘Very 
easy’ to manage.

7. Resource nationalism

Resource nationalism was another surprise 
for us in that we would have expected it to 
place higher. This may be a reflection on a 
discrepancy between the risks that generate 
the best headlines and those that actually 
pose the greatest threat to miners. 

Some 40% of respondents said resource 
nationalism was either a ‘Low’ or ‘Very low’-
level risk compared to only 26% who said it 
was at a ‘High’ or ‘Very high’ level. 

Before we get too excited, it’s worth 
mentioning resource nationalism is a ‘Rising’ 
risk, according to 39% of respondents, or at 
least ‘Static’, according to another 52%. It is 
also tough to manage, with 42% regarding it 
as either ‘Difficult’ or ‘Very difficult’ from a 
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management perspective and only 21% feeling like 
they had a decent handle on things.

8. Disruptive technology

Mining has traditionally been a slow-moving sector in 
terms of embracing advances in technology and, 
despite a marked effort to progress that attitude, 
change is not seen as happening at a rate that poses a 
significant risk. 

More than half (51%) of respondents said disruptive 
technology was a ‘Low’ or ‘Very low’-level risk, with 
only 15% suggesting it had reached a ‘High’ or ‘Very 
high’ level. Like cyber security, however, the change in 
attitude is being recognised and 44% of respondents 
said disruptive technology as a risk was ‘Rising’, against 
just 3% who said it was ‘Falling’. 

Most respondents seemed comfortable with the pace 
the threat was advancing, with the 26% of ratings in 
the ‘Difficult’ or ‘Very difficult’ to manage categories 
one of the lower levels of the risks covered.

9. Terrorism

Another risk that wouldn’t have been present several 
years ago and, from the results of the survey – 
terrorism was 273 points away from disruptive 
technology on a list that otherwise had a standard 
deviation of just over 100 – perhaps one we shouldn’t 
have included this year, either. Respondents were 
largely dismissive of terrorism as a risk with 38% 
regarding it as ‘Very low’ and another 37% as ‘Low’. 

The majority of respondents (63%) said this was 
unlikely to change, though a significant minority (32%) 
regarded terrorism as a ‘Rising’ risk. Some 38% of 
respondents rated terrorism as either ‘Easy’ of ‘Very easy’ 
to manage, presumably because they don’t regard it as 
a threat and so have little need to manage it.

“The discrepancy between the 
[currency] risk-level rating and its future 
direction speaks to the fact many of the 
currency moves have aided miners”
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Discussion: Risk on the rise
The World Risk Survey results covering general business risks threw out some surprises and a few questionable numbers 
left open to multiple interpretations. One number, however, was beyond question.

There were 1,527 responses saying that various risks were ‘Rising’. This is less than the 2,094 that said risks were ‘Static’ but 
more than four-and-a-half times the number of responses claiming risks were ‘Falling’.

These numbers suggest while many executives and service providers believe their risk levels are, on the whole, fairly 
steady, there are at least one or two areas likely to make their professional lives more risky in the future. This corresponds 
with what we’re hearing from mining executives and investors. It is also reflected in ‘new risks’ making their way into these 
conversations, such as cyber security.

What makes a business risk great or small comes down, largely, to a handful of 
factors: the likelihood of the risk coming to fruition; the impact of that risk if it 
does play out; and, over how much of a project life-cycle the risk is present. 

In this respect, the number-one ranked risk, commodity price, makes perfect 
sense, though this was initially a surprise. Given commodity prices have been 
trending upwards for the past 18 months, we had anticipated much of the risk 
around commodity pricing would be on the upside, prompting an overall lower-
level categorisation and perhaps a hint the risk was receding.

Instead, around 40% of respondents said commodity risk was ‘High’ or ‘Very high’, while 35% said it was ‘Rising’ against 16% 
who said it was ‘Falling’. One explanation for this is respondents have assessed commodity risk by its totality against the 
three criteria mentioned above.

On a list of risks that includes cyber attacks, terrorism, law suits and expropriation, the relative likelihood commodity  
prices will move dramatically against a project at some point over its life are high. The fallout if commodity prices turn 
badly against a mine can be the transformation of a business throwing off cash into a loss-mining operation that is forced 
to close. And, finally, commodity prices affect the ability of a company to get an IPO away, through to the economics of  

“The number-one 
ranked risk, commodity 
price, makes perfect 
sense, though this was 
initially a surprise”
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its feasibility study, and then the margin of the mine.

“Commodity price is one thing you’re definitely going to be 
exposed to and you’re exposed to it across the life of the 
project,” said Charlie Gibson, head of mining at Edison 
Investment Research and a City resources analyst with 25 
years of experience. “And, at all points along the way, if 
something dramatic happens with commodity pricing, it can 
kill you.”

In this context, it is completely appropriate for commodity 
price volatility to lead a hierarchy of business risk.

Using that three-step criteria also helps us better understand 
the placement of access to capital in the hierarchy. As with 
commodity risk, we were initially surprised to see it place so 
high. Granted, it is tough out there to attract investment, but 
it is better than it was two years ago and so we would have 
thought the risk would place slightly lower and may be 

receding. But, holistically, in a capital-intensive industry such as mining, accessing capital, particularly development capital, is 
a make-or-break challenge for miners. 

“If you don’t get your development capital, you’re a permanent explorer stuck with a stranded asset,” Gibson said. “Whereas, if 
you can get access to capital and you get your project into profitable production, then you have an almost annuity for life and 
become largely independent of the stock market – you can decide to talk to them or not as long as you’re judicious in your 
investment through to the end of the mine life.”

The discount on the level of this risk, as Gibson points out, is the alleviation once production is established. This is reflected in 
the lower percentage of ‘High’ or ‘Very high’ responses from companies capitalised at more than $500 million.

Regulation clearly is less dramatic than the commodity-price risk and access to capital because it is unlikely to destroy a 
business – in many ways it is the niggly, annoying, ever-present cousin of headline-making resource nationalism. Rather, it will 
chip away at the margins of a business in terms of increased direct costs and indirect costs through compliance requirements. 
It is, however, present across the life of an operation and is on the rise, as host-jurisdictions adjust the requirements for 

resource companies locally and home markets increase 
financial regulations and anti-corruption legislation.

But regulation’s position on the list may actually be down to 
cultural influences, according to Gibson. “It’s not the culture 
of the mining industry to worry about regulation and 
compliance – that’s for bankers to worry about,” he said. 
“Miners don’t think that should be their problem and the fact 
it is on the rise in their backyard is leaving them a bit aghast. 

“From their perspective, life is hard enough trying to get metal out of rocks and raising the money to do that without having 
host governments poking around in regulation and home governments investigating who they might have had dinner with 
and who paid.”

Director and individual liability, like regulation, is topical and certainly rising. This is really a larger miner’s problem in terms of 
its life over the project and the likelihood of it coming to fruition. This assessment is based on the fact the opportunities for 
things to go wrong and their scale grow as the business gets larger and the respondent becomes more senior – the chief 
executive of a large miner with major operations and their associated tailings dams scattered across the world is responsible 
for a far larger risk than a junior exploration business working a drill rig in regional British Columbia.

The pinch point for liability as a risk is the fallout. For this risk, the fallout is transferred from the company to the individual, 
which makes it that much more acute and explains a high level of concern among individual respondents.

The middle-to-bottom part of the table is made up mostly of unlikely but extreme risks, starting with cyber security. We found 

“It’s not the culture of the mining 
industry to worry about regulation 
and compliance – that’s for bankers 
to worry about”
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it difficult to understand why miners would be so worried 
about this risk, enough to rate it above resource 
nationalism, though that may actually be one of the key 
drivers lifting this risk to number five. That is, it is an 
emerging issue and, while the consequences of having a 
businesses’ digital administrative infrastructure 
compromised are clearly dramatic, few in the industry 
fully understand the fallout or how to properly protect 
themselves.

Currency is the outlier in the bottom half of the table in 
that the fallout is limited but the risk is ever present and 
material swings in currency over the life of a project are 
likely. It is also rising on the back of the current lack of 
political and economic visibility, and therefore currency 
stability.

“Disruptive political events like Trump’s election and 
Brexit never used to happen,” Gibson said. “Currencies did 
rise and fall but did so in a vaguely predictable way. So, 
currency risk is as much a comment on politics as 
economics in that Black Swans are just not as rare as they  
used to be.”

Gibson in his own survey rated currency a top-half risk. Its position lower on the table is possibly a response to the location of 
many resource companies in resource economies such as Canada, Australia and South Africa, where a fall in commodity prices 
is usually followed by the devaluation of local currencies and therefore cost insulation for businesses selling in US dollars.

We might have expected resource nationalism to sit higher, though more from a headline-generation perspective. It is more 
likely to affect larger operations on government radars when the state coffers need topping up but it is not very likely in its 
extreme – expropriation – at any point. Less dramatic and it starts to become a point of regulation.

Disruptive technology can take two forms: intra-industry and extra-industry. Within industry, it is the development and 
adoption of new technologies that change project economics converting some deposits into commercially viable operations 
and potentially pulling the rug out from others if the cost curve is shifted materially lower. Outside the industry, technology 
can change to fundamentally alter supply-demand economics, such as the shift to electric vehicles currently and its likely 
impact on hydrocarbon demand for fuel and PGMs for autocatalysts. This is, however, tied to commodity-price risk.

Though seen as ‘Rising’ by more respondents than any other risk in reflection of a shifting attitude in the mining sector toward 
the encouragement of innovation and technology, development still moves at a pace at which the danger of being caught off 
guard is low.

“If something dramatic happens with 
commodity pricing, it can kill you”
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Leader: A commitment too far?
While operational mines usually have the necessary environmental and social approvals and permits, many struggle to keep 
on top of accompanying compliance obligations, which can number in the hundreds, even thousands, and be impracticable. 
This is important to rectify as industry incidents lead to more scrutiny and as regulator enforcement potencies increase – 
regulatory authorities are improving their tracking of compliance and are more inclined to take actions such as revoke permits 
and/or suspend operations with a history of non-compliance.

The compliance challenge is rooted in the planning stage of development when approval documentation is prepared and the 
government approval decisions are made. It can be exacerbated in the operational stage if the obligations are not recognised 
and conformance with these is not checked as part of the environmental and social management system.

Approvals received are celebrated by applicants often without careful study of the 
associated conditions imposed. These conditions can be unreasonable. Several 
governments acknowledge the problem of excessive and onerous conditions and 
are taking action to address this, so conditions are both more executable and more 
enforceable. For example, the UK currently has a programme focused on 
‘Improving the Use of Planning Conditions’ and the US EPA is tackling this as part of 
its ‘Next Generation Compliance Strategy’.

Adding to the obligations incurred in permitting processes, approval conditions 
can make sections of environmental and social impact assessments and the 
associated management plans legally binding. If applicants do not adequately 
sense check these documents before their submission to regulatory authorities, 

they can find themselves burdened with extraneous or unworkable commitments. 

“Those were heady days”, is a phrase a client recently and aptly used when referring to some ambitious commitments made in 
a management plan developed before one of their mines became operational. Overambitious commitments are particularly 
important to look out for.

Renegotiation of conditions of approval can require time-consuming consultation with regulatory authorities and may need 
to involve a number of other stakeholders. Consequently, this is often avoided by operators, even when there are 
opportunities to do this through permit renewal processes.

Stakeholder engagement is also a source of compliance obligations. Many mines recognise that commitments they make to 
stakeholders need to be carefully documented and fulfilled, even if they are not captured in approvals or formal agreements. 
However, some operators make unrealistic public promises not appreciating they could be exposed to law allowing a party to 
recover the benefit of a promise made even if a legal contract does not exist.

Some operators currently do not maintain compliance obligations databases and do not track conformance with their 
obligations. Usually they meet 
requirements to report to regulatory 
authorities, on a quarterly or annual 
basis, but the reports submitted are 
silent on, or have limited reference to, 
compliance obligations.

Authors: Jane Joughin and Emily Harris 
are environmental and social 
management consultants with 
international mining expert SRK 
Consulting.

“Approvals received 
are celebrated by 
applicants often 
without careful study 
of the associated 
conditions imposed”
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Regulatory authorities in many jurisdictions are increasing their monitoring capacity and are introducing advanced 
technologies that allow real-time monitoring. They also have visions for promoting more accurate and complete compliance 
reporting, including electronic reporting, and for making monitoring data and compliance records more accessible to the 
public. Transparency is seen to be a powerful tool for effecting compliance.

Cognisant of the above, SRK advises clients to:
 Aim for fewer and smarter commitments;
  Review conditions framed during the finalisation of permits to see if they are 
necessary, relevant, precise and reasonable
  Review commitments in environmental and social management plans that will be 
become legally binding – minimise duplication and remove measures that are 
not essential
  Establish a well-designed obligation database that includes all binding 
obligations
  Monitor conformance with compliance obligations and report effectively on this 
to regulatory authorities, company management, shareholders and other 
stakeholders
  Renegotiate any conditions that no longer apply or are impractical to implement.

Such actions help to embed environmental and social compliance into corporate 
governance and aid all parties in managing incidents when they occur. These will also prepare mines for stronger compliance 
enforcement in the future and possible increased public inspection of compliance.

“Regulatory 
authorities in many 
jurisdictions are 
increasing their 
monitoring capacity 
and are introducing 
advanced technologies 
that allow real-time 
monitoring”

P 4iii_Operating_WRR.indd   119 29/09/2017   16:22



120 feat. MineHutte ratingsREPORT
feat .  MineHutte  rat ings

2017 edition

Operating4iii

Operating analysis
As described in the methodology, we calculated the biggest risk out of those presented by assigning a numerical value to 
responses that increases with the level of risk, so the highest risk level receives the highest value, then multiplying by the 
number of responses.

1.  Social licence

The battle for the biggest operating risk for 
miners was tight but the dubious honour rests 
with social licence. Some 47% of respondents 
rated securing and maintaining a social 
licences as either a ‘High’ or ‘Very high’-level 
risk, with just 17% saying it was either ‘Low’ or 
‘Very low’. 

There were also clear geographic trends. 
Europe-focused companies had the least 
concern with social licence with 37.5% of 
respondents rating the risk as ‘High’ or ‘Very 
high’, while Australia/Oceania-focused 
respondents were also relatively relaxed with 
41%. Asia, Canada and the US-focused 
companies were grouped rightly around 50%. 

Those operating in Africa were slightly more 
concerned, with 52% of respondents rating 
social licence as a ‘High’ or ‘Very high’-level 
risk. South America-centric respondents 
clearly felt the greatest risk from a social-
licence perspective at 57% ‘High’ or ‘Very high’ 
responses. 
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This is roughly in line with the regional 
results from the World Risk Survey, 
though the lead here is more 
pronounced. 

Predictably, a clear majority (62%) of 
respondents saw the risk ‘Rising’ and, 
equally telling, only 1% said it was 
‘Falling’. 

Interestingly, South America-focused 
respondents were not the most 
concerned about further escalation of 
this risk (58%), rather, respondents 
focused on the US (61%), Canada (63%), 
Australia/Oceania (66%) and Africa (69%) 
suggested social licence was becoming 
more of a concern.

Social licence was also rated as the most 
difficult to manage with 55% of 
respondents rating it ‘Very difficult’ or 
‘Difficult’ and just 8% saying it was ‘Easy’ 
or ‘Very easy’ to manage. 

The particular brand of social licence 
issues in Canada (63%) and South 
America (62%) appeared to be the most 
difficult to navigate, based on the 
percentage of ‘Difficult’ and ‘Very difficult’ 
responses.

2.  Environmental management

Marginally behind at number two was 
environmental management risk, which 
had 46% of respondents rate it a ‘High’ or 
‘Very high’-level risk. 

The riskier ratings were, as one might have 
expected, loaded heavily toward the larger 
companies, which are more likely to be 
operating miners and so have greater 
environmental liabilities. Some 53% of 
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companies capitalised at more than $500 million rated 
environmental management as a ‘High’ or ‘Very high’-level 
risk compared to 45% of smaller companies.

The overall trend for environmental management risk was 
clearly ‘Rising’ and, once again, this was felt more acutely 
by larger companies. 

The percentage of respondents who described the risk as 
‘Rising’ increased from 49% for private companies, to 59% 
for companies capitalised at less than $10 million, to 60% 
for those between $11-100 million, to 62% for those 
between $101-500 million, to 63% for those between $501 
million-$5 billion, and then 68% for companies worth more 
than $5 billion.

Given the high and rising level of risk, more companies 
than one might expect were comfortable with managing 
that risk. Almost half the respondents (48%) described the 
task of managing this risk as ‘Moderate’, compared to 42% 
who said it was either ‘Difficult’ or ‘Very difficult’ and 11% 
who regarded it as ‘Easy’ or ‘Very easy’.

3.  Project permitting

Project permitting is third but is only 17 points behind  
first place on a list with a standard deviation of 132, which 
shows the tight grouping at the top of the table and 
identifies the relationship between the three risks. Around 
half of respondents (46%) regarded permitting as a ‘High’ 
or ‘Very high’-level risk. 

This was a particular problem across the Americas, where 
South America (51%), Canada (56%) and the US 
(61%)-focused companies provided significantly more 
‘High’ or ‘Very high’ responses. 

That trend repeated itself when respondents were asked 
how permitting risk was moving, with Canada (63%) and 
US (72%)-focused companies registering materially higher 
percentages of ‘Rising’ responses than the others (‘other’ 
average: 47%).

The ease of management for permitting is in line with  
the ultimate level of the risk, with 54% of respondents 
regarding it as either ‘Difficult’ or ‘Very difficult’ to manage.

4.  Mine closure

Mine closure sits in the middle of the table though was 
165 points behind project permitting. As such the 
numbers were much more balanced, with 27% regarding 
the risk as either ‘High’ or ‘Very high’ and the same 
percentage seeing it as ‘Low’ or ‘Very low’. 

At 57%, a high number of respondents said mine closure 
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was ‘Static’ in terms of its general trend. Of the balance, 
most (40%) said it was ‘Rising’. 

A middling 34% said mine closure was ‘Difficult’ or ‘Very 
difficult’ to manage, though this was significantly more than 
the 12% who said it was ‘Easy’ or ‘Very easy’.

5.  Skills availability

Skills availability may have been toward the top of this list 
five years ago but is of less concern today. The 29% of 
respondents who rated is as ‘High’ or ‘Very high’-level risk 
was slightly less than the 31% who regarded it as a ‘Low’ or 
‘Very low’-level risk. 

US-focused companies were split on skills, with 44% saying 
it was a ‘Low’ or ‘Very low’-level risk, 39% saying it was ‘High’ 
or ‘Very high’ and an unusually low percentage (17%) of 
respondents sitting on the fence with a ‘Moderate’ response. 
Africa was the most concerned with 40% rating skills a ‘High’ 
or ‘Very high’-level risk. 

Some 33% of respondents said skills availability was 
becoming more of an issue, reflecting the recovery we have 
seen in mining over the past 18 months. However, not 
everyone is experiencing this rise in risk, with 17% 
suggesting it is actually ‘Falling’. 

Counter-intuitively based on the level of risk respondents 
reported, Africa-focused companies gave the second-
highest percentage of ‘Falling’ responses (23%), and 
US-focused companies gave the highest percentage of 
‘Rising’ responses (44%).

A relatively high 20% of respondents regarded skills 
availability as either ‘Easy’ or ‘Very easy’ to manage, the 
second-highest count for this category within the 
manageability criteria. Africa had most difficulty with this 
issue, with 40% clearly the highest percentage of ‘Difficult’ 
or ‘Very difficult’ responses. 

6.  Cost inflation

Cost inflation represented the first foray deep into lower-risk 
territory, with 35% of respondents rating it a ‘Low’ or ‘Very 
low’-level risk compared to 21% who said it was ‘High’ or 
‘Very high’. 

Respondents did, however, feel the risk was increasing, 
perhaps with the upswing in the commodities cycle, with 
38% of respondents believing the threat of cost inflation 
was ‘Rising’.

Though not generally regarded as a high-level risk at  
present, respondents still expressed concern over their 
ability to manage cost inflation as the threat increased. 
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Some 30% of respondents said cost inflation was ‘Difficult’ or ‘Very difficult’ to manage compared to 18% who said it was 
‘Easy’ or ‘Very easy’.

7.  Geological 

Last and certainly least is geological risk, which 41% of respondents saw as a ‘Low’ or ‘Very low’-level risk compared to just 
15% who said it was ‘High’ or ‘Very high’. 

Ultimately, respondents felt geological risk was the most ‘Static’ of all the operating risks, with 81% of respondents scoring 
it that way. The majority of the balance (14%) regarded it as a ‘Rising’ risk.

Even if it is rising marginally, more respondents said it was easy to manage than regarded it as difficult – some 28% said it 
was ‘Easy’ or ‘Very easy’ to manage, compared with 16% who said it was ‘Difficult’ or ‘Very difficult’. 

US-focused companies were particularly confident in keeping a handle on their geology, with 44% regarding it as ‘Easy’ or 
‘Very easy’ to manage.
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Discussion: Top-down approach needed
It would surprise few to see social and environmental issues dominate the top of operating risk list. Once resigned to the 
touchy-feely fringe of the industry, the importance of environmental and social responsibility has rightly found its way into 
the matrix of core requirements for successful mining operations over the past four decades.

The challenge for miners in managing that change has been the acceleration of evolving legislation and the attitudes of 
communities and investors since the turn of the century. Over the 1980s and early 1990s, countless demonstrations and 
protests made incremental progress before, finally, mainstream society realised these groups had a more-than-valid point.

Since the early 1990s there have been major developments in international law and declarations that have influenced 
legislation in most countries in the world, standards imposed by development financiers, and corporate social responsibility 
initiatives.

International mining experts, SRK Consulting, explained that the consequences of not adequately addressing environmental 
and social management issues had become more significant to the value of mining assets.

“Some operations underestimate the environmental and social risks and this is brought into sharp relief when a major 
incident occurs,” SRK corporate consultant Jane Joughin said. 

“There has been an increase in operations being suspended for a few 
weeks or even several months and in the magnitude of fines imposed 
on the industry. Such penalties put environmental management on 
the boardroom table. Similarly, there has been an increase in 
community protests that stop operations and/or carry reputational 
damage.”

Environmental and social issues that most often present risks to the 
mining industry relate to water and waste management and to 
physical or economic displacement of people. These are the issues 
most frequently attracting enforcement notices, fines and suspensions of operations.

A relatively new risk relates to the fulfilment of the notion of sustainable development through enhancement of the socio-
economic opportunities created by mining.  This is increasingly imposed as a condition of mining rights. Failure to prove 
compliance with the obligation could manifest in withdrawal of these rights, as well as social licence to operate.

Jamie Spiers, senior SRK consultant, suggested the key to effective risk management was good communication and 
collaboration between technical teams and the various levels of management at operating sites.  

“Recent high-profile tailings storage facility failures  
are reputed to have been affected by communication 
challenges between the original design engineering 
teams and the operator, who is ultimately responsible  
for day-to-day safe operation of the facility,” he said. 
“Awareness of the key design criteria, ongoing 
monitoring and the current state of operations by all 
parties is critical in order to identify any issues at an early 
stage.  

“Post-mortem technical reviews revealed that there had 
been a series of cumulative events that had led to a 
catastrophic failure. Among other factors, these events 
included changes in the responsible design engineer and 
loss of intellectual capital, operational pressures, funding 
constraints, inadequate monitoring and pond control, 

“A relatively new risk relates 
to the fulfilment of the notion 
of sustainable development 
through enhancement of the 
socio-economic opportunities 
created by mining”
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and misalignment of design and 
construction criteria.”

Even when issues are well understood 
between teams, inefficient channels of 
communication between operators and 
management can limit effective risk 
management. 

Emily Harris, another senior SRK 
consultant, said impact statements, 
which are a cornerstone of effective 
environmental and social management 
systems, had become voluminous and 
overly technical, often focusing entirely 
on ticking boxes and failing to see the 
bigger picture.

“These documents are often not effective in communicating their key messages to decision makers,” she said. 

“There is a need to step back from all the legislation and compliance documents to assess what the key issues are for the mine 
and for the particular site and identify what are going to be the key risks that will need the most attention.” 

 The challenge in front of miners is therefore large and evolving. But there are ways to not only cope with these changes but 
move with them. Harris said it was helpful to address environmental and social challenges in an integrated manner given their 
close relationship – the impact on the environment is generally the chief concern of communities.

It is also important to pre-empt any problems with comprehensive stakeholder engagement. That process should start at the 
beginning of the project life and not stop until the mine-site rehabilitation programme has been implemented. Companies 
are recognising this and resourcing to meet the challenge.

The issue of communication is also being addressed. Spiers said he would 
like to see further integration of the technical disciplines that affect 
environmental and social matters. This could be a forum or enhanced 
responsibility through a more senior environmental appointment, which 
would be responsible for bringing the relevant teams together on a mine 
and monitoring the overall process so potential incidents can be flagged 
up in their infancy.  

Recent updates to environmental management system standards, such as 
the ISO 14001 standard, put much more emphasis on top-level 
management commitment, according to Joughin. They also deal with the 
issue of compliance monitoring in a world of increasing regulatory 
obligations.

“Top-level management commitment is key because if you don’t have that then you don’t have the financial and human 
resources to manage these risks,” she said. “The other important change is the emphasis on understanding what compliance 
obligations are and monitoring that compliance. It can be a challenge to keep track of the hundreds of compliance 
obligations incurred through the environmental permitting process.”

Harris said she had seen improvements in the level of understanding around what regulatory approvals had been given and 
what that translated to in terms of a company’s obligations; a key area of focus for all participants in the sector.

“This is key to tackling the cultural issue of the operational teams seeing the environmental risks as a job for the 
environmental units within the organisation. It has to be a collaborative approach and part of everyday business for these 
teams to talk. Companies have started to put structures in place to facilitate that communication and monitor everyday 
compliance.”

“Once resigned to the 
touchy-feely fringe of the 
industry, the importance of 
environmental and social 
responsibility has rightly 
found its way into the matrix 
of core requirements”
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Geology

“If you did this survey 20 years ago, resource risk would 
have been the big issue,” said Mike Armitage, an SRK 
corporate consultant and group chairman until last year. 
“Estimates have become a lot better and the increased 
environmental and social focus probably has meant that 
management is not as focused as it once was purely on the 
technical risk.”

He said key improvements were born out of 
standardisation in the industry including the introduction 
of reporting codes such as JORC and reporting formats like 
the NI 43-101. 

This has meant the lesser-quality reports of today are far 
better than the worst on offer 20 years ago. The uniformity has also allowed investors to compare apples with apples.

However, this hasn’t completely removed the technical risk; far from it.

“There is always going to be that risk because you’re drilling at 50m or 100m spacing to determine millions of tonnes worth of 
material,” Armitage said. 

“You can’t remove the risk that you’re not going to have what you think you have.

“Usually the estimate is within a reasonable window but there is always the risk that even a slight variance can make a project 
uneconomic. If you have a situation where the grade is 10% less than you planned for and your margins were tight then you 
probably don’t have a profit anymore.”

Reporting codes and standards also can’t protect investors from those intent on committing fraud or who act 
unprofessionally. And not all estimates have the same risk level: the complexities around geometry and grade of igneous 
deposits, particularly nuggety vein deposits, carry greater risks than those associated with bulk, sedimentary deposits. There 
are a handful of ways these risks can be managed and they generally centre on 
using the appropriate professionals. 

“You are reliant on the expertise of the individual providing the resource,” 
Armitage said. “They should ultimately have the requisite experience with the 
style of deposit and commodity they are assessing. 

“That should mean they go into the estimate with their eyes open to, first, be 
as accurate as possible then, second, understand where the risks are so these 
can be mitigated and also to ensure appropriate mining loss and dilution 
assumptions are made.”

Martin Pittuck, a fellow SRK corporate consultant, said the other safety net was 
a robust peer-review system.

“You don’t want to move forward on a major investment decision based on just 
one geologist’s opinion,” he said. “Any interpretations and models should be defendable and should go through a peer review 
process, be that internal or external to the issuing organisation. 

“There is risk inherent in geological interpretation, which can be added to by a lack of understanding of how a software 
package works, for example. So, a review is vital to identify and manage significant geological risks.”

Both Pittuck and Armitage agreed the general operating principles had not necessarily changed drastically over the past 30 
years but the shift from an industry dominated by large miners with multiple mines and a lot of in-house mining experience 
to one where there were many single-mine companies had put greater pressure on the success of those mines and therefore 
materially reduced the risk tolerance, making it more of a focus.

“Environmental and 
social issues that most 
often present risks  
to the mining industry 
relate to water and waste 
management and to 
physical or economic 
displacement of people”
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5.  Other Sources & References
The Legal and Governance scores for the Investment Risk Index within the World Risk Report (feat.MineHutte ratings) used 
sources as described in the Inputs section of the report. Information for the Social, Fiscal and Infrastructure scores was 
gathered from the key inputs mentioned in the Inputs section as well as a variety of other sources, as follows.

SOCIAL

Population density

Australian Bureau of Statistics (www.abs.gov.au) 

Canada 2016 Census (www.census.gc.ca) 

US States Census Bureau (www.census.gov) 

Worldometers (www.worldometers.info)

FISCAL

GDP growth

CIA World Factbook; 2016 estimates (www.cia.gov/library/
publications/the-world-factbook) 

Corporate tax rate

Deloitte (https://www2.deloitte.com/content/dam/Deloitte/
global/Documents/Tax/dttl-tax-corporate-tax-rates.pdf ) 

Trading Economics (www.tradingeconomics.com)  

World Bank (www.worldbank.org) 

Royalty/government participation

African Law & Business (www.africanlawbusiness.com)

Austrade (www.austrade.gov.au) 

Baker McKenzie (www.bakermckenzie.com)

Canadian Trade Commissioner Service (www.
enterprisecanadanetwork.ca)

Central America Data (www.centralamericadata.com)

Czech Republic Mining Laws and Regulations Handbook – 
Strategic Information 

Department of Primary Industry and Mines; Ministry of 
Industry; Thailand (www.dpim.go.th)

Eritrean Embassy, Ministry of Energy and Mines (www.
eritrean-embassy.se)

EY (www.ey.com)   

Gramatidis and Partners (www.bahagram.com/update-on-
mining-in-greece)

Grant Thornton (www.grantthornton.co.zw)

International Comparative Legal Guides (www.iclg.com) 

International Monetary Fund (www.imf.org) 

Kalikova & Associates (www.k-a.kg)

KPMG Africa (www.blog.kpmgafrica.com) 

Lexology (www.lexology.com) 

Lundin Mining (www.lundinmining.com)

Minerals Ireland (www.mineralsireland.ie)

Mondaq (www.mondaq.com)

Natural Resources Canada (www.nrcan.gc.ca)  

Nevsun Resources (www.bishamining.com)

Norton Rose Fulbright (www.nortonrosefulbright.com) 

OceanaGold (www.oceanagold.com)

Oro Verde (www.oroverde.com.au)

Philippine Star (www.philstar.com)

PriceWaterhouseCoopers (www.pwc.com)  

Redstone Exploration Services (www.redstone-exploration.
com)

Republic of the Philippines: House of Representatives, 
Seventeenth Congress, First Regular Session, Bill No.422 
(www.congress.gov.ph)

ResearchGate (www.researchgate.net)

S2 Resources (www.s2resources.com.au)

Serbia Energy (www.serbia-energy.eu)

Thomson Reuters, Practical Law (www.uk.practicallaw.
thomsonreuters.com)

US Geological Survey (https://minerals.usgs.gov) 

Walker Kontos (www.walkerkontos.com)

White & Case (www.whitecase.com)

Zimbabwe Revenue Authority (www.zimra.co.zw)

INFRASTRUCTURE

Mining Journal Transport Infrastructure Index

Australian Infrastructure Statistics – Yearbook 2016: Australian 
Government; Department of Infrastructure and Regional 
Development (https://bitre.gov.au/publications/2016/
yearbook_2016.aspx)

Geoscience Australia (www.ga.gov.au)  

Natural Resources Canada; Canada Centre for Remote 
Sensing; GeoAccess Division. 2000. (www.nrcan.gc.ca)

Statistics Canada (www.statcan.gc.ca) 

US Department of Transport, Bureau of Transportation 
Statistics (www.rita.dot.gov/bts/node/560766)  
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