
Mission impossible?: Adopting a CSR-based business model for extractive
industries in developing countries

Keith Slack

Oxfam America1, 1100 15th St, NW, Washington, DC 2005, USA

a r t i c l e i n f o

Article history:

Received 18 September 2010

Received in revised form

16 February 2011

Accepted 18 February 2011
Available online 6 April 2011

JEL classification:

L72

Keywords:

Mining

Poverty

Development

Guatemala

Human

Rights

a b s t r a c t

Corporations in the extractive industries often state their commitment to ‘‘corporate social responsi-

bility’’ principles, but their actual implementation of these principles, particularly in developing

countries, is questionable. This contradiction between rhetoric and reality is attributable to the fact

that these companies have not fully integrated CSR into their business models. This can been seen in

assessments of projects’ costs and benefits, project and technology selection, respect for community

consent, and performance incentive structures. The Marlin gold mine in Guatemala provides a concrete

example of these sharp contradictions between stated CSR commitments and actual performance.

& 2011 Elsevier Ltd. All rights reserved.

Introduction and background

Although oil and mining companies have in recent years
increased their public rhetoric on Corporate Social Responsibility
(CSR), the degree to which they actually implement CSR princi-
ples in their on-the-ground operations is questionable, particu-
larly in developing countries. Around the world, oil and mining
operations continue to be the focal point of community concerns,
protests and in some cases outright opposition (Omeje, 2005;
Hilson and Yakovleva, 2007; Bush, 2009; Horowitz, 2010). Why is
this still happening if most extractive industries companies are
genuinely committed to ‘‘doing the right thing’’ on social, envir-
onmental and economic issues, as their rhetoric would indicate?
In this article I will argue that the answer is that companies have
not fully integrated CSR (as it is variously defined) into their
business models. It remains largely window dressing that serves a
strategic purpose of mollifying public concerns about the inher-
ently destructive nature of extractive industries operations. In the
realm of public relations, CSR exists rather than serving as a core
component of a company’s business operations. This situation is

particularly apparent in (although not exclusive to) developing
countries where government oversight of extractive industries
operations is weak or nonexistent. In these contexts, extractive
industries companies effectively have carte blanche to publicly
voice commitment to CSR while flagrantly violating CSR princi-
ples in practice. I will examine some examples of this gap
between the public relations and business-based approaches to
CSR, and conclude by recommending some specific steps that
companies could take to make CSR more a part of their core
business operations.

There is no standard definition for CSR in the extractive sector.
Companies generally use the term (or related ones such as
‘‘sustainability’’) to refer to commitments to respect environmen-
tal and human rights standards. Providing benefits to local
communities also tends to be a key part of (particularly in recent
years) extractive industries companies’ definitions of CSR. Many
companies now produce annual CSR or ‘‘sustainability’’ reports
that highlight these benefits and steps taken to protect the
environment. A statement found on the website of Newmont
Mining, the world’s second largest gold-mining company, is
typical of many such stated commitments in the extractive
industries sector:

Newmont’s vision is to be the most valued and respected
mining company through industry leading performance.
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Key to achieving that vision is our ability to make a lasting and
positive contribution toward sustainable development
through environmental stewardship, social responsibility,
and the protection of the health and well-being of our people
(Newmont Mining Corporation, 2010).

Industry associations like the International Council on Mining
and Metals and the International Petroleum Industry Environ-
mental Conservation Association have also done extensive work
to define CSR elements for their respective industries. Multilateral
institutions like the International Finance Corporation, the private
sector arm of the World Bank, have an array of CSR-related
performance standards that they expect their corporate clients
to uphold. A collection of private banks, including Citigroup,
Barclays and the Royal Bank of Scotland, that provide capital to
extractive industries companies have adopted most of IFC’s
standards in an initiative known as the ‘‘Equator Principles’’
(Equator Principles, 2010).

Likewise, global CSR initiatives relating to extractive industries
have emerged in recent years. Most notable among these are the
Voluntary Principles on Security and Human Rights (Voluntary
Principles, 2010), in which oil and mining companies commit to
human rights standards for their security operations, and the
Extractive Industries Transparency Initiative (Extractive Industries
Transparency Initiative, 2010), in which companies agree to
voluntary disclose their payments to national governments. Parti-
cipation in, or support for the principles of, the Voluntary
Principles and the EITI have become important touchstones
in the extractive sector for demonstrating corporate support for
CSR (Hilson and Maconachie, 2009; Kostad and Wiig, 2009;
Haufler, 2010).

Additionally, a number of organizations, law firms and con-
sultancies have emerged to advise extractive industries corpora-
tions on CSR issues. Among these is Business for Social
Responsibility, which works in a range of corporate sectors, and
has been involved in a number of high-profile extractive projects
in recent years (Business for Social Responsibility, 2010). Several
large international NGOs, such as Pact, CARE and Conservation
International, receive funding from major extractive companies to
implement community development or environmental protection
projects around oil and mining operations. Companies cite such
projects as evidence of their commitment to CSR.

Thus, what could be called the CSR ‘‘rhetorical infrastructure’’
in the extractive sectors is vast and well-established. In part, this
reflects companies’ public relations strategies. It costs companies
little or nothing to voice support for CSR principles, and doing so
can reap tangible benefits, such as access to capital (via multi-
lateral or bilateral lending institutions or banks that endorse The
Equator Principles). This also reflects pressure from community
groups and NGOs who have successfully tarnished the public
image of extractive companies and pressured companies to
improve social and environmental performance.

The array of corporate CSR rhetoric, multilateral initiatives,
and partnerships, however, has failed to allay real and in some
cases growing concerns and opposition to extractive activity in
developing countries. In recent years, local communities in Latin
America, Africa and Asia have protested and in some cases
opposed outright EI operations. Some protests have been met
with violent suppression by police and security forces as in
Guatemala, Peru, Nigeria and Indonesia (Haarstad and Floysand,
2007; Bebbington et al., 2008; Obi, 2010). Of course, not all of the
concerns and opposition to extractive activity are directly attri-
butable to specific activities of extractive companies. Some
grievances are deep-rooted and have historical or cultural origins
that pre-date the entrance of extractive activity into a community
(Idemudia, 2007). Nevertheless, the existence of these conflicts

and opposition despite of the extensive rhetorical commitment to
CSR by extractive companies (arguably the most extensive of any
corporate sector) does present a paradox. Why has the CSR
rhetoric not contributed to a marked reduction in conflict around
extractive industries? Why do companies not get more credit for
these commitments from affected communities? The explanation
lies in the nature of large-scale resource extraction itself, and the
degree to which corporations move beyond CSR rhetoric towards
actual integration of CSR into their ways of operating.

The nature of the business

The industrial-scale extraction of natural resources generates
significant social and environmental impacts (Oxfam America and
Earthworks, 2004; Extractive Industries Review, 2003). It is
simply not possible to construct massive open-pit mining opera-
tions or build thousands of miles of pipeline without causing
disturbances. These can be controlled but never eliminated
entirely. Moreover, oil and mining companies often state that
they do not have a choice where they operate, but have to go
where the oil or minerals are. This means sometimes operating in
socially and environmentally sensitive areas. Espousing CSR in
this context becomes in a sense a protection against the inherent
nature of the business. True, companies argue, we cause impacts,
but we support CSR and therefore we can be trusted to respon-
sibly manage the destructive and disruptive aspects of our
operations. A contradiction thus exists between commitments
to operate responsibly and the actual mechanics of how the
industry currently functions. Displacing a community of thou-
sands of people in order to dig a massive pit in a pristine
mountain or rainforest area, and piling up 300 meter-high
mountains of waste rock that will inevitably begin to leach
sulfuric acid into groundwater used by local communities will
never be seen as socially responsible by some observers. In
developing countries, these impacts (and concerns about them)
can be even greater given governments’ limited capacity and
political will to effectively regulate extractive operations.

There is an inherent tension between the nature of industrial
resource extraction and commitments to CSR—a tension that
local communities in resource extraction areas can sense intui-
tively. For it to become a meaningful framework for facilitating
improved social and environmental performance in the sector,
corporations need to begin incorporating CSR principles into their
business model in a more holistic way than they do now. Some
specific areas in which this should happen are discussed below.

Honest assessment of costs and benefits

As discussed above, extractive operations in any form generate
impacts in a range of social, environmental and economic areas.
They can also provide benefits to countries and communities
through generation of revenues and employment. Unfortunately,
however, companies often downplay (or ignore entirely) the costs
to communities of their operations, while exaggerating (implicitly
or explicitly) the benefits EI projects are likely to bring. This is
particularly evident in environmental impact assessments (EIAs)
prepared for extractive projects. Multiple independent evalua-
tions of EI sector EIAs have found serious deficiencies in the
information that they provide (Moran, 2004; Kuipers and Maest,
2006; Salazar Tirado and Powers, 2006). Key issues like potential
for water contamination are not assessed with sufficient metho-
dological rigor. Other issues like long-term clean-up costs are
sometimes not discussed at all. The core of the problem with such
studies lies in the conflict of interests of the entity that prepares
the EIA, usually a for-profit environmental consulting firm.
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