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4% of Latin America and the Caribbean’s GDP comes from the extractive
sector. This figure is equivalent to the amount generated by agriculture

in the same region. An effective engagement between governments,
companies, and civil society is required to propel sustainable development.
With this diagnostic study of Chile, the IDB seeks to shed light on best
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that are driving development in the country.
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1. INTRODUCTION

Countries that are rich in natural resources and the consequent extractive
activity around those non-renewable resources -minerals, oil and gas-
present several possible analytic perspectives or approaches. An economic
analysis allows us to estimate investment costs, corporate profitability
and the contributions of the extractive sector to the national or regional
economy. From the perspective of technological advances, extractive
industries require the use of sophisticated, cutting-edge technologies with
the potential to help reduce negative impacts. From an environmental
perspective, due to the scale of these types of projects, there is an
emphasis on the impacts of extractive activities on nature and biodiversity,
the competition for the use of water resources, the consequences for
crops and the possible contamination of rivers and aquifers, where the
aforementioned technologies can play a decisive role in prevention and
mitigation measures.

From the social perspective, a similar sophistication
is required to analyze the range of opportunities and
challenges for stakeholders when dealing with the
various phases of large projects, such as exploration,
exploitation and closure, particularly considering the
neighboring communities, which are generally rural.’

The following diagnosis analyzes the extractive sector from the
perspective of the engagement between the main stakeholders: the
Government, the Company and the Communities directly or indirectly
affected by extractive activities. This diagnosis differs from the classic
approach towards extractive activities as “a catastrophe for natural
resources,” preferring to study and highlight those findings where effective
stakeholder engagement represented an opportunity for development
and contributed to the success of an operation.

As a baseline, the diagnosis used information obtained through previous
studies and field experiences, reviewing the fact that extractive activity
implies the participation of these three stakeholders in different capacities
and spheres of action: (i) the government and its role at the national,
provincial and/or municipal levels regarding the steps of extractive activity,
such as the design and allocation of bidding documents, authorizations,
monitoring of implementation, with a shorter period of influence on political
decisions (in the absence of institutions that support such decisions)
compared to the other two stakeholders, among others; (ii) the company
that, due to the nature of long-term extractive activity, remains in the field
for periods generally spanning decades. After obtaining authorizations and
licenses (including social ones), it is situated geographically and becomes
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How can governments, communities
and industries use their diverse interests
and needs to generate mutual benefits
for all stakeholders, while respecting
the environment and striving for
sustainability?
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CHILE

part of the life of communities near the extraction zone. This important characteristic
defines extractive activity and helps shape the social fabric and the local economy,
impacting the composition of traditional groups; (iii) the communities, in addition to
being responsible for providing information and understanding the scope of the project
before granting the social license to operate, remain on the land for generations and are
engaged during each phase of the activity (in the case of “onshore” extraction, from the
opening to the closure of activities).

Extractive activity can provide opportunities for communities and can also lead to
new tensions within the population itself. These opportunities and tensions include the
employability of workers from the communities. Due to their specific requirements and
technical profiles, this employability tends to be low, which leads to greater competition
for jobs. Sometimes a gap can arise between workers from the communities and other
members of the same community without jobs in the company. The communities are
susceptible to internal divisions where no previous conflicts existed. This factor is also
observed when workers arrive from outside the community and generate significant
growth in the local population, with new inhabitants in the area who are foreign to rural
traditions and rhythm. This situation also exerts pressure on the same territory with the
same limited resources. Other potential conflicts include new infrastructure projects and
the time it takes to complete these works, affecting traffic patterns in the communities; a
possible increase in alcohol consumption; a disproportionate number of men compared
to women; potential increases in gender crimes; start or increase of prostitution activities.
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Particularly noteworthy is the company’s
ability to influence the value chain with
different undertakings and service
organizations that can gain new
development opportunities due to the arrival
of the company, often leaving the extractive
company at the mercy of a monopolistic
fixing of prices for these services.

How can the parties involved use their
diverse interests and needs to generate
mutual benefits for all stakeholders, while
respecting the environment and striving for
sustainability?

To answer that question, this diagnosis
focused on studying best engagement
practices, which have achieved both
measurable and comparable results that
can be replicated, such as new productive
undertakings or significant advances in the
education and health sectors, as well as
intangible impacts, such as building trust
and developing collaborative processes.
This approach seeks to discover what
works in an activity that, for some countries
rich in natural resources, represents more
than 50% of tax revenues? The best
practices highlighted in this publication
provide guidelines and orientations
for consolidating and improving the
engagement between these three
stakeholders and show ways in which the
extractive sector can contribute to national
and local development in the countries of Latin America and the
Caribbean.

Best practices have shown that good engagement builds trust,
leads to agreements on disputed issues, strengthens the local
economy, generates environmentally sustainable practices
and improves the quality of life of the population. These same
best practices also indicate that stakeholder engagement is
the result of processes that require a medium- and long-term
vision that considers the allocation and investment of human
and financial resources.

For this diagnosis, countries within the region that are rich in
natural resources but have different profiles and experiences in
extractive issues were selected. These countries are: Argentina,
Chile, Colombia, Mexico, Peru, and the Dominican Republic.

CHILE

For some countries
rich in natural
resources, extractive
activity represents
more than 50% of their
tax revenue
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In order to develop this study, each country’s experience was validated, and these
experiences were corroborated with representatives of industry/business, communities/
civil society and governments, to ensure that they all agreed that the experience was
considered best practice according to previously defined criteria.® Subsequently,
a second validation was carried out using different sources of information, including
written materials, interviews, field visits and working groups.

With the purpose of organizing all the experiences, these findings were grouped
methodologically into five engagement levels.#

Information:

This levelincludes the provision of data and background information about the extractive
project by the company and the government. It also includes the provision of information
by civil society organizations and other interested parties within the territory.

Dialogue:

Dialogue refers to the active, continuous and informal exchange that, through various
degrees of contact between stakeholders regarding the extractive sector, seeks to
create or strengthen constructive relationships between the parties. These processes
can be temporary or permanent over time, and also have the potential to generate
positive changes in the relationships.

Public consultation:®

Consultation is considered a formal, public and organized process, with stages that
respond to legal or regulatory obligations, as well as principles of universal best practices,
with the goal of gathering inputs regarding an extractive project.

Collaboration:

These are the actions in which the communities, the extractive company or the
government develops knowledge products or in which the community itself participates
in training initiatives to add skilled human capital that may benefit local economic growth.
Partnership

These are the actions in which communities are included and financed so that they

become responsible for implementing a project or project component related to the
extractive project.

| Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean



CHILE

1.1. The three stakeholders in
extractive activities

All extractive enterprises (mining or hydrocarbons) have three stakeholders that are
constantly interacting: the extractive industries, the government and civil society.

1.1.1. Extractive companies

The term “extractive industry” refers to all companies—public or private—that aim to
extract natural resources.® It also includes companies that provide services directly
related to the extraction process (for example, companies that supply drilling rigs). At
the same time, it excludes all companies involved in commercialization, such as pipeline
managers, ships, gas stations, etc. In the context of this technical publication, artisanal
and small-scale mining is not included.

Extractive companies operate in the peripheral regions of the world, trade in
international securities markets, employ state-of-the-art technology, and interact
locally with governments and communities. Across the world, extractive companies
belonging mostly to global trade associations have been promoting a series of initiatives
to strengthen their engagement with local communities. The mining industry has the
International Council on Mining and Metals (ICMM), which is a leader in the field of social
responsibility within the sector.” This organization is led by industry CEOs and dedicated
to sustainable development. Founded in
2001, ICMM brings together 23 of the
leading mining and metals companies I
in the world, as well as 34 regional, g s
national and commodities associations. ;
These companies and associations are
committedtoimproving their performance
in sustainable development and the
responsible production of the mineral and
metal resources that are required on a
social level ®

Similarly, the hydrocarbon industry has
the International Association of Oil & Gas
Producers, founded in 1999 as the leading
global voice of the industry.? Members of
the association produce more than a third
of the oil and gas consumed worldwide.
The association operates by supporting
industry regulators to improve safety and
environmental and social performance. It
is also a unigue space where members of
the association exchange knowledge and
best practices to improve health, safety,
the environment and social responsibility.”°
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For industries, the presence of governments with clear regulations and engagement
with the local population are key elements for including all interested parties and
achieve the greatest success of operations. Experience has shown that companies
strive for continuous engagement with local communities, in order to build trust and
generate support for the extractive project by a majority of the population. There is a
growing trend in which companies consider the population as a potential ally for the
project’s implementation, with whom it is necessary to build trust, develop effective
communication channels and agree on rules for an engagement that may produce
positive results and impacts for all stakeholders.”

Thanks to the results of this diagnosis, it was found that most companies promote
exchanges with communities that go beyond sharing information or maintaining informal
dialogues, promoting and developing engagement plans that may help minimize
negative impacts and increase the social and economic opportunities provided by the
extractive project. In this sense, civil society has reached a critical mass and—together
with responsible companies—has promoted and adhered to voluntary principles on
human rights and business practices,” while also respecting and advancing other social
and economic rights.”

It has also been pointed out that there is an interest in promoting local businesses by
connecting them to the extractive industry as suppliers of goods and services. This has
helped strengthen the local economy, driven by the extractive sector and leading to a
shared interest with the government.'

in-L-atin America and the Caribbéan
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In the same line, the diagnosis has provided evidence of how the industries manage
community engagement and assign human and technical resources.® On the other
hand, companies dedicated to exploration activities in the first phase of an extractive
project usually do not have the financial resources to develop partnerships and
collaborative processes, since these require planning and investment of significant
human and financial resources, and therefore informative activities and initial dialogues
are critical. On another note, some projects in the exploitation phase do not have
enough pre-assigned human and financial resources for effective company-community
engagement. Since some companies do not have engagement plans, they may fail to
communicate the opportunities and limits of their actions'

During the implementation of a project, the government—both national and local—
and the company are in a situation that requires collaboration, and they both have
complementary roles in their engagement with the community. However, their
respective roles are not always clear, and they do not always possess the skills required
to fulfill these roles.”

This diagnosis has revealed that engagement in the extractive sector has been driven by
important progress in the design and implementation of Corporate Social Responsibility
(CSR) principles. According to the ICCM, companies have improved their practices in
areas such as transparency, human rights and the environment and are looking for ways
to contribute to sustainable development at the national level in the territories where
they operate.® Many extractive companies have CSR policies that include programs
which promote productive capacities, as well as health programs, improvement of local
infrastructure and formal education.”

1.1.2. Government

The national governments of the region,?® regardless of their political party orientation,
have implemented policies to attract foreign direct investments for projects that
include extractive industries.? The high prices of raw materials have increased the
tax revenues of the countries of Latin America and the Caribbean and have increased
investment and economic activity. Some governments in the region saved a portion
of the revenues and others used that income to increase fiscal spending. This is why
the price reduction in early 2008 and more strongly between 2012 and 2013 has had
different impacts on the development of these countries.??

The boom in raw material prices has had an impact on poverty reduction and the
growth of the middle class in the region.?* The extractive sector has also had positive
effects on employment; however, its contributions have been relatively modest
compared to the total Economically Active Population (EAP). In the countries selected
for the diagnosis, the percentage of employment in the extractive sector compared to
the PEA is around 1%, with the exception of Chile where it exceeds 2%.2*

Governments seek to adapt their institutional and legal frameworks to continue
capturing revenues through the extractive sector. The price reduction for mining and
oil resources since 2013 has led national governments to create attractive regulatory
frameworks that ensure the economic and legal stability of investments in the sector,
which frequently raises dilemmas in terms of how to balance this situation with its
role as a regulator of extractive activities and a guarantor of human rights and natural
resources.?

Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean | 11



In recent decades, Latin American governments
have strengthened their democratic and institutional
systems, efficiently managed their macroeconomics
and implemented inclusive social policies in order
to reduce poverty and inequality. Even so, the end
of the boom in raw materials has revealed structural
problems in several countries of the region, related to
fiscal and institutional matters, as well as other social,
political and economic issues.?®

National governments create the regulatory and
institutional frameworks in which companies and local
populations can engage. In terms of safeguarding
the rights of the communities that surround the
extraction zone, as well as other interested groups,
this study shows that some engagement levels are
clearer than others. Particularly noteworthy is the
consultation with Indigenous Peoples, which has
been included in their legal frameworks through the
ratification of Convention 169 of the International
Labour Organization.?” Peru is the only country in
the study in which such consultations are governed
by a law, whereas Chile, Colombia and Mexico have
regulations at the decree level for this purpose.?®

Meanwhile, it was also found that the level of access

to information is strongly regulated through legal

frameworks. Every country has legal regulations that facilitate general access to

information, and environmental laws specifically provide for access to information

on the condition of nature. The development and approval of Environmental Impact

Assessments often includes significant rights for the local population, such as access
to information, consultations and other forms of stakeholder engagement.?®

Regarding the institutional framework for the extractive sector, the national
government is made up of different ministries that do not necessarily share the same
priorities, although their operations are governed by general public policy guidelines.
In all the countries in the diagnosis, it is the ministries of Mining and Energy that
design the policies for the extractive sector and control their compliance.*® On the
other hand, there are ministries that aim to protect the environment and are in charge
of approving environmental licenses. Depending on the country, other ministries
may also engage with the local population. For example, in Chile the Ministry of
Social Development, through the National Indigenous Development Corporation
(CONADI, coordinates the action of the State in favor of the integral development of
indigenous communities.®*" In contrast, the Ministry of the Interior leads the dialogue
with local communities in Colombia. In Peru, the National Office for Dialogue and
Sustainability is the coordinating entity for the rapprochement between the different
stakeholders, and is very focused on extractive industries, although its role has
diminished in recent years.*?

Besides the executive branch, the countries analyzed in this diagnosis have other
government stakeholders at the national level that engage with businesses, communities
and the State in the extractive sector. The Ombudsman’s Office (Defensoria del Pueblo)
acts as guarantor of Human Rights and in some countries, such as Peru, it is also an
important promoter of dialogues at the local level. In Mexico, the state-run company
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CHILE
The diagnosis shows that the
PEMEX designs the engagement relationShip between national

policies for the oil sector. The

Constitutional Court of Colombia, and local governments

in the absence of a law regulating . .

prior consultation, has helped would benefit from a hlgher
provide  substance  for  this . .

international standard.® In short, level of coordination and

a series of national government . . .

stakeholders participate in the Communlcatlon, which
engagement between businesses, .

the State and civil society. Although IS hecessary to reach

this activity may cover potential

regulatory gaps, it also increases agreements on standards

the risk of a lack of coordination L.

between the different spaces, on and conditions for the

the one hand, and between these . . .
and other stakeholders such as |mp|ementat|0n of extractive

companies and communities, on

the other.s projects.

The diagnosis also found that the

engagement between the national

government and local governments would benefit from a higher level of coordination and
communication, which is necessary to reach agreements on standards and conditions
for the implementation of extractive projects.’® While the powers over the extractive
sector are centralized and concentrated in the national government, local governments
play a crucial role as representatives and counterparts for the local population. They are
key stakeholders in achieving agreements that include benefits for all the stakeholders.

The possibilities for engagement with local
governments dependontheir perspectivesand
policies regarding the extractive sector. The
diagnosis shows that, for example, Argentina
has provincial governments with regulations
that are favorable to the development of a
responsible extractive sector, while seven
other provincial governments within the
country have passed laws prohibiting open-
pit mining projects or those that use chemical
substancessuchascyanideintheir processes.*®
In Colombia, until mid-2017 the Municipal
Councils of five Colombian municipalities have
approved popular consultations on extractive
projects, and the population has voted against
these projects in every single consultation.®”

Local governments are not only important
counterparts in dialogues and collaborative
processes, but also play a central role in
ensuring that the resources from the extractive
sector are effectively invested in works that
benefit the communities surrounding the
project. Depending on the country, up to
50% of tax revenues are distributed to local
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governments, with Chile being
the country in which revenues are
most centralized and Colombia and
Peru being the countries with the
highest proportion of decentralized
resources.*® An important condition
for resources to contribute to
local development is the ability
of subnational governments to
coordinate investments and carry
them out efficiently. Resources are
an opportunity for development and
for transforming local dynamics and
economies, as long as the territories
possess the capacities necessary to
take advantage of this opportunity.®

The diagnosis shows that
coordination between  different
levels of government, extractive
industries and civil society increases

the opportunities for resources from

the extractive sector to contribute

to local development.*® For example,

in  Argentina, the three sectors
established a local development
agency that helped the local
economy—which was based on wool
production and was going through

a severe crisis—recover and generate
productive alternatives. The mining company that operated in the area encouraged the
creation of this agency, participated actively in it, and financed some of the projects it
prioritized. Another example is the Good Neighbor Roundtable (MBV), which brings
together all three stakeholders in a Chilean municipality and directs the investment of
the extractive sector towards new possibilities for economic development.*

Forlocal governments, it is very important that the investment of resources is oriented to
a territorial development plan and a territorial planning process, thus enabling resources
to be allocated to the works most relevant for local stakeholders, while respecting local
government plans in regard to its environmental, economic and social potential; and it is
even better if these processes are developed in a comprehensive, participatory manner.
According to this perspective, the extractive sector should be “a guest in this process,”*?
which contributes and adds value to the consensual development plan agreed between
the different populations and based on the reality of the territory.

At all levels of government, especially in countries with little extractive tradition, there
is a demand for more training and education on issues related to the extractive sector.
At the level of local governments, it is necessary to hire more specialized technicians
in these areas. A greater knowledge of the extractive sector will facilitate a more
equitable negotiation between local governments and extractive companies, and will
help consolidate and improve their engagement practices, which in turn will result in
more benefits for the local population.*?
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1.1.3. Civil society

Civil society is made up of a wide range of non-profit organizations
and human groups that represent social, cultural and ethnic
sectors and interests. Its scope of action can be both rural and
urban, as well as local, regional or international. At the national
level, there are foundations, professional associations, non-
governmental organizations (NGOs), academia, social movements,
confederations of indigenous peoples, churches, or foundations
of the extractive companies that finance development projects,
and trade unions. At the local level, there are communities,
community organizations, associations, indigenous groups and
afro-descendant groups. Civil society organizations (CSOs) can be
formal (legally registered in their respective countries) or informal
(groups not officially registered).

The diversity of civil society is also reflected in the different roles
assumed by its organizations in their engagement with the private
and public sectors in relation to extractive activities. The diagnoses
of all the selected countries show a polarization of society between
opponents and supporters of the extractive sector. But they also
reveal a diversity of positions and roles of civil society regarding
the extractive sector, which cannot be reduced to a simple “yes or
no” to extractive activity.

On the one hand, the countries analyzed have CSOs that create
and strengthen spaces for engagement between companies, the
State and the communities themselves and facilitate
communication between the three stakeholders at

Civil society has diverse the national and local levels. On the other hand,
.. there are CSOs that implement a critical perspective,
pOSItlonS and roles seeking to influence public policies and generate
. . information that may help extractive activities
regarding the extractive respect both community rights and environmental
. and social standards. Finally, there are several CSOs
SeCtor, which cannot that unconditionally oppose extractive activity and
. promote and accompany actions of resistance by
be reduced to a simple the local population .

(13 33 H . . . L. . .
yes Oor no to extractive The diagnosis revealed that universities in Argentina,
.. Chile and Mexico play an important role, not only
aCt|V|ty. in the areas of academic training, research and

knowledge transfer around extractive activities, but

also in building bridges between stakeholders with

conflicting interests. Generally, universities have

legitimacy, since they are considered institutions
with a high degree of technical knowledge, and are therefore guided by this knowledge
and perceived in a more neutral role. One example is the Negotiation, Mediation and
Dialogue Program (Prodidlogo) of the Center for Research and Teaching in Economics
(CIDE), one of the most prestigious universities in Mexico that organizes multi-sector
forums and workshops to promote dialogue on the extractive sector.**
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Universities play an important
role, not only in the areas of
academic training, research
and knowledge transfer
around extractive activities,
but also in building bridges
between stakeholders with
conflicting interests.

Other key stakeholders are the communities
near extractive projects, who are stakeholders
with a decision-making role regarding extractive
projects. Companies must obtain a social license,
which implies a certain degree of consent among
the communities in order to develop their project.

This diagnosis includes cases in which the

communities near extractive projects consider the

projects to be development opportunities and are willing to engage with the company to

achieve concrete and tangible results. In these processes, communities have committed

to respecting their own visions of development and engaging with companies based

on the fulfillment of that vision. They also assume commitments with the national

government must establish in order to ensure its institutional presence in the territory

and guarantees for the protection of their rights. Access to information, trust, equity

in collaborative processes, participation in decision-making and transparency are
additional interests that guide the actions of communities in engagement processes.

The diagnosis shows the evolution of engagement with respect to the investment of
resources in indigenous territories. Many of the best practices report the strengthening
of community assemblies and other traditional decision-making mechanisms through
the presence of the company in these spaces in order to share information and seek
the consent of indigenous organizations. In Colombia, the intercultural approach
towards the Cerrejon company’s engagement, with safeguards for the Wayuu people,
included respect for their worldview, the use of the Wayuu language and the inclusion
of traditional indigenous authorities in the negotiating committee. Thus, the company
responded to the indigenous peoples’ demand for participation and self-determination,
understood as the right to own, control, manage and develop the territory.*>
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1.2. The costs of conflicts

A poor engagement process in which community complaints and concerns add up and
go unresolved for long periods of time causes and intensifies conflicts, which in turn has
consequences for the company, the State and the community.

At the community level, conflicts generate very high costs. A study that analyzed the
costs for the communities of six large-scale investment projects (two agro-industrial,
two energy, and two mining projects) discovered the following types of costs generated
by conflicts at the community level:*®

1. Financing the opposition movement (payments for leaders, media and advertising
campaigns against the project, social networks).

2. Financing legal counsel in order to present lawsuits against the project.

3. Financing technical studies to contrast with company reports.

4. Financing transportation for mobilizations, informative meetings and visits to
political authorities.

5. Depreciation of housing and economic activities that are near the project and
assuming environmental impacts.

6. Tearing of the social fabric, since conflicts cause psychological and emotional
effects, mistrust, competition and insults between the inhabitants themselves.

For the State, this same study indicates, above all, the expenses related to the increasingly
expensive environmental licensing process and to possible lawsuits and expert studies.
In addition, the State faces costs for personnel to deal with conflicts, potential police and
military expenses, and must also assume political costs. The country as a whole can lose
productivity and income, general competitiveness and foreign investment.#’
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The calculation of the costs of conflicts for companies results from the difference
between the cost of preventing and addressing conflicts (related to security, recruitment
of specialized personnel, training of personnel, among others) and costs arising from the
outcomes of the conflict (project modifications, material damages, loss of productivity,
reputation, among others).*® In addition, the delay in the start-up of the project represents
the highest cost mentioned. Particularly noteworthy are the costs derived from the bad
reputation generated by a poor engagement, which hinders the search for new capital
and the prospects for starting an operation in a new country.*?

In a consultation conducted by the Fraser Institute, 36% of the mining companies
surveyed stated that public opposition to mining has negatively affected the government
authorization process, resulting in delays or rejections of permits. The majority said that
the arguments made by the opposition to the extractive sector were environmental or
pertaining to the rights of indigenous peoples.”® Another study indicates that of a total
of 200 infrastructure projects that faced some type of conflict, 36 were suspended due
to conflicts, 162 faced delays and 116 had cost overruns.®
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According to a study by the international network BDO International, the biggest
concern for international mining executives are the existing and potential delays of
mining projects. In a survey, high-level financial executives from the United States, South
Africa, the United Kingdom, Australia and Canada expressed their concerns about access
to capital and loans during 2013, mainly due to the interruptions observed in various
mining projects. The main concerns of these executives were related to environmental
and regulatory issues, high infrastructure costs and geopolitical conflicts that led to
project disruptions.>?

In 2008, an analysis of 190 projects by largest companies in the oil sector showed that
the time period until the start of operations had almost doubled over the previous
decade. The reason was the increase in costs. A more detailed analysis showed that
non-technical risks made up 50% of the total risks and that, within this 50%, the most
significant risk was engagement with other stakeholders.>® Another study of 19 gold
mining companies found that two-thirds of their market valuation was the result of their
engagement practices with key stakeholders and only one-third was based on the value
of gold in the territory.>*

The above imply a risk perspective, where the costs of conflicts also indicate the need
for timely planning of the engagement between the company, the State and civil
society. This engagement must address and balance the diverse needs and interests of
all stakeholders and thus allow for a better investment climate and the achievement of
common benefits for all parties involved.
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2. BEST ENGAGEMENT
PRACTICES BETWEEN
COMPANIES, GOVERNMENTS
AND CIVIL SOCIETY |
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The following section presents detailed findings on the best
engagement practices identified and validated in Chile. The
analysis of each country begins with a summary of the context,
best practices, stakeholder mapping and legal framework.
Subsequently, best practices, the parties involved and the legal
framework in which said best practices are implemented are
described in further detail. The main conclusions and
recommendations are presented at the end of the document.

Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean | 21



22 | Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean



2.2. CHILE

Mitzy Canessa, Grupo de Didlogo Latinoamericano: mitzycanessa@gmail.com

2.2.1. Summary
Context
Economic: in 2017, the mining sector® contributed 9% to the GDP.?” In 2015, Chile
was the largest copper producer (30.5% of the world total),®® and it had the largest
copper reserves in the world (29.2%). In 2017, mining exports represented 54% of
the country’s total exports.®®

In absolute terms, and including the state-run companies (Codelco and Enami),
the mining sector contributed 96 billion dollars to the Treasury during the 2004-
2014 period, of which the mining royalty contributed 4.64 billion dollars.®®

According to the National Institute of Statistics (INE),” the mining sector created
around 193,000 jobs in 2017, equal to 2.3% of the country’s current employment.
The participation rate of women in mining was 8% in 2016, which represents 17,482
women workers.?

Social: Over the last decade, demonstrations, protests and lawsuits against mining
projects (mainly from civil society) have been increasing.’®> There are various
reasons, from the weaknesses of the political system, to the lack of a territorial
planning policy, to claims affirming people’s rights. Considering all these elements,
mining and the communities impacted by it have had conflicts. Some of these
conflicts have risen to international prominence, increasing their visibility and the
number of stakeholders involved, but driven mainly by civil society (Urkidi, 2009).

The mining and energy industries concentrate Chile’s emblematic conflicts. The
Institute of Human Rights highlights the existence of 102 socio-environmental conflicts
from 1990 to 2015 (last count), including both active and terminated conflicts, with 19
cases of active conflicts related to mining activity from 1990 to 2013.%4

©0000000000000000000000000000000000000000000000000000000000000000000000

Best Good Neighbor Roundtable of Sierra Gorda (2006-2017, Information). The Good

practices Neighbor Roundtable of Sierra Gorda was established in 2006 and is a forum that

has remained active for many years. Its primary function is to keep the entire Sierra

Gorda community informed regarding the engagement activities, employment

E5 and social development projects of each mining company. The community heads

this forum (two neighborhood associations, social organizations and neighbors),

which includes the participation of the Municipality of Sierra Gorda and the

mining companies Antofagasta Minerals, BHP Billiton, KGHM and National Copper
Corporation (Codelco).

Caimanes Dialogue, Consultation and Participation Process (2015-2017, Dialogue/
Consultation). This is a dialogue initiative promoted by the Los Pelambres mining
company after 10 years of conflict with the community of Caimanes. The company
changed its understanding of the conflict, acknowledging its mistakes and seeking

© 0000000000000 0000000000000000

Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean | 23



CHILE

to find solutions with the community. This led to a rapprochement between the
company and the leaders and community of Caimanes, in order to jointly design
a dialogue process and find a third party to safeguard the process and monitor
compliance with the agreements.

Citizen participation in the development stage of the Environmental Impact
Assessment for the Nueva Unién Mining Project (2016-2017, Consultation). The
Nueva Union mining project is a joint venture between the Goldcorp and Teck
companies. In August 2016, an early citizen participation process was initiated,
with the purpose of informing and including local communities at an early stage
in the development of the project’s Environmental Impact Assessment (EIA), and
finding a consensus on the mechanisms for dialogue that could help discover the
topics of interest and concern, while including them in the progress and outcomes.
The community participated in this experience by using a series of tools such as
“Open Houses” and meetings with local organizations and communities in several
cities and towns near the project areas. In addition, a process of early citizen
participation was designed with indigenous cultural relevance and in good faith,
in coordination with the representative institutions themselves (communities and
associations).

©0000000000000000000000000000000000000000000000000000000000000

Stakeholder The main stakeholders related to extractive activity in Chile are: from the private

map sector, mining, oil and gas companies and their respective associations. From the

State, the Ministry of Mining, the Ministry of Energy, the Ministry of the Environment

(the entity responsible for the environmental assessment of all extractive projects),

and the Ministry of Social Development (the entity that oversees the National
Indigenous Development Corporation).

©

Civil society includes non-governmental organizations, urban and rural
communities, indigenous organizations, fishermen’s unions and universities and
research centers.

eeccccscsccccsccccce:

Lega| and Indigenous Law No. 19,253 (1993) establishes participatory processes for situations
regulatory related to indigenous matters (Article 34) and stipulates that indigenous peoples
f k must participate in the body responsible for the executive management of the
ramewor National Indigenous Development Corporation (CONADI) (Article 42), which is
the competent body for promoting and safeguarding the integral development of
urban and migrant indigenous populations.

Chile has ratified ILO Convention 169, which entered into force in 2009. Decree
66 of 2013 of the Ministry of Social Development regulates the Indigenous
Consultation process. The entity responsible for consultation processes is
identified as the government agency that must adopt the measure subject to
consultation; this agency is then responsible for coordinating and executing the
consultation process.

In 1994, Chile passed an Environmental Law, and the regulations that establish the
citizen and community participation forums entered into force in 1997.
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2.2.2. Introduction

Mining has historically been an important motor of development for Chile. Today it faces
the challenge of keeping mining investment attractive, sustaining continued growth and
thus maintaining a leading position in the world production of copper and other minerals.
The magnitude and complexity of these challenges makes it necessary to address them
in collaboration with all relevant stakeholders for the mining industry, and with broad
political and social support.®>

The growth of mining activity is also associated with social, environmental and economic
impacts such as exclusion, inequality in income distribution, territorial segregation or low
participation. The symptoms of these impacts are more visible in regions with a greater
concentration of mining works, which for years have established their connection with
the community from a “transactional” perspective, generating social benefits and works
and in many cases understanding environmental mitigation as a social investment
strategy.’® Companies still lack methodologies for addressing the broader conflict that
are adapted to the local reality. The main characteristic of the State is its absence in
these processes, and the companies replace the role of the State in local development.

Chile is not a country rich in conventional hydrocarbons. It imports 96% of its crude oil,
which is refined internally, and 80% of the natural gas that it consumes. Chile’s oil and
gas exploration and production activities are concentrated in the Magallanes Basin, both
in the continental territory and on the island of Tierra del Fuego and in the waters of the
Strait of Magellan.

It is necessary to establish a strong engagement strategy based on a regional and
territorial perspective, generating a dialogue among all those stakeholders that are part
of this development, which are not only the State and the company, but also communities
and organizations, considering the components of the territory.

The mining sector will face significant
challenges in the coming vyears,
especially in terms of the creation of
value, productivity, participation and
the development of an institutional
framework that favors change. In this
sense, the climate of multi-sector
dialogue and contact that has been
taking place allows us to imagine a
favorable scenario that may encourage
other sectors of the Chilean economy
to move in the same direction.?”

Chile faces a major challenge in the
coming years, as it is estimated that
half of Chile’s copper reserves are in
the central zone (regions of Coquimbo,
Valparaiso, Libertador Bernardo
O’Higgins and the Metropolitan
Region), and therefore there is an
increasing potential for conflicts,
since these regions have the greatest
population density. The competition
between different economic activities
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for territory (and for other elements such as water) will be essential for future mining
activity, and therefore the relationships between mining companies and communities
shall become even more strategically important for the development of any mining
project. Good relationships between companies and communities lead to a greater
legitimacy of operations and potentially fewer conflicts.

2.2.3. Best practices

A total of three best practices were identified and validated at each engagement level.
Meanwhile, other engagement practices have been identified that were not considered
in this study because they did not satisfy any of the criteria specified in the methodology,
and also because they lacked timely information from stakeholders. However, it can
be noted that there have been efforts to move forward in improving the community
relations surrounding mining activity in Chile.

Best practices are in the following order:

2231 Good Neighbor Roundtable of Sierra Gorda (MBV)

2.2.3.2. Caimanes Dialogue, Consultation and Participation Process.

2.2.3.3. Citizen Participation in the development stage of the Nueva Union Mining
Project EIA

2.2.3.1. Good Neighbor Roundtable of Sierra Gorda (MBV)

ENGAGEMENT LEVEL

Information @ Dialogue @ Partnership

DURATION

®

2006 - 2017

eecccce

MAIN STAKEHOLDERS

(%)

Minera Centinela of the AMSA group, Minera Sierra Gorda, Minera Spence of BHP Billiton.
Mayor and municipal officials of the Municipality of Sierra Gorda. Social organizations
(Neighborhood Councils No. 1Tand No. 2).

eecccccccccccs

DESCRIPTION

%

Start of mining operations: the Sierra Gorda district, which according to 2013 data has a
population of 1,848 inhabitants, had undergone the constant migration of its inhabitants.
Mining activity, however, breathed new life into the region in the late 1990s with the
arrival of the big mining companies. During the 2000s, the first mining activities began,
determining the local economy to this day, especially in terms of job openings for the
local population and the activities that indirectly benefit from it, such as commerce
and other services offered to mining companies and contractors.?® There are currently
four mining companies operating in the district: Antofagasta Minerals, BHP, KGHM
and Codelco.

ee000c000000000000000000000000 0
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Current exploitation: in 2001, with an
investment of over 300 million dollars,
the EI Tesoro mining project was
launched. This represented a milestone
for this so-called mining district in terms
oflarge-scale mining. BHP Billiton started
operations in 2008. Two years later, the
Esperanza project was inaugurated, the
first large-scale operation worldwide
to use 100% desalinated seawater
in its processes. A few months later,
Codelco (Gabriela Mistral project)
began operations. Later, in 2014, KGHM
inaugurated the Sierra Gorda project,
whose main pit is only 4.5 km outside of
the city. The map of operations for the
district was completed with the merger
of El Tesoro and Esperanza to form
Centinela, controlled by the Chilean
group Antofagasta Minerals.®® In 2016,
total production amounted to 623 TMT
of copper and 213,000 ounces of gold.
Over the last 12 years, the companies as a
whole have invested approximately 9 billion dollars in their mining projects. Meanwhile,
it is estimated that they could invest another 9 billion dollars in expansion projects over
the next 10 years.

Good Neighbor Roundtable: the Good Neighbor Roundtable (MBV) of Sierra Gorda was
established in 2006 as a community initiative representing a unique experience in Chile
in the area of community engagement, associativity and targeting of social investments.
Since its creation, it has been considered a forum for meetings and dialogue between
the organizations of Sierra Gorda and the mining companies that operate in the district.
Its first goal was to build bridges between the leaders of social organizations and the
mining companies in order to develop a community support program in environmental
matters that aims to improve the quality of life of its neighbors.

Roundtable as acommunity instrument: after 11 years of operation, this space has become
a community instrument for decision-making, managing expectations and preventing
conflicts. In turn, from the companies’ perspective, the MBV has helped organize the
flow of information to and from the community and develop high-impact collaborative
projects for the population of Sierra Gorda. One of the greatest achievements has been to
create a structure for channeling a percentage of the contributions of mining companies
by developing close to 20 community collaboration projects and initiatives (related to
support for the management and supply of materials for infrastructure projects).

New stakeholders join: with each passing year, neighbors who did not feel represented
by the social organizations have joined the MBV, along with municipal officials and new
mining companies that began operations in the sector. The roundtable is currently a
space that represents the social organizations of the Sierra Gorda district, neighbors who
are not represented by these organizations, the municipality and the mining companies
operating in the area.

Roundtable Functions: the Good Neighbor Roundtable meets once a month. Four
mining operations currently participate (Centinela, Spence, Sierra Gorda SCM and
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Codelco-Gabriela Mistral Division), along with the inhabitants of the town of Sierra Gorda
(without representation and with the right to speak and vote), one coordinator and the
municipality. Its main goals include: channeling the concerns of the community and social
organizations regarding mining activity, and organizing the mining companies’ work
with the community to avoid redundant efforts and maximize social investments.'® In
addition, the dialogue serves as a mechanism for building trust and involving community
organizations in the process, promoting and designing community projects related to
employment issues and local suppliers, training and education, and the environment that
respond to the problems of Sierra Gorda and generate development opportunities for
the district and its inhabitants.

MAIN IMPACT/OUTCOME

One important result is that the mining companies recognize the community as a relevant
and necessary counterpart for correctly managing the social investment budget. This
recognition is helpful for obtaining the social license to operate. For the community, the
most valuable result is to be able to influence the projects that each mining company
finances in order to improve the quality of life of the district’s inhabitants. In terms of
impact, this practice is currently being considered as a pilot program for territorial
dialogue by the Institutional Dialogue Project of the Mining Value Alliance (Alianza Valor
Minero).”!

N
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INNOVATION

To this day, it is a unique example in the country, in which four companies that operate
in the same territory come together to coordinate their contributions to community
development and welfare. In other regions, companies insist on acting individually. In
addition, the installation of a tripartite working group between the municipality, these
four companies and the organized community is an example of best practice, since
companies generally do not seek coordination with local authorities.
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PARTICIPATION, RELEVANCE, SUSTAINABILITY

* Regular participation: this practice considers the participation of all stakeholders
involved through monthly meetings and an annual calendar of meetings.

* Relevance by need: it includes communities, local authorities and companies, in
response to its own specific form of organization.

* Institutional sustainability: the agreements reached as an institutionalized mechanism
of the MBV entail benefits for all parties.
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APPROACHES

Conflict Transformation Approach: the way stakeholders are engaged, the dialogue
space, the direct contact with each mining company and the joint process for selecting
the works and social projects that will be implemented all contribute to building trust
and managing the conflicts.

LESSONS LEARNED

Fluid, permanent and honest
communication is an effective conflict
resolution  mechanism that helps
stakeholders find common ground and
generate collaborative work spaces
that benefit each and every one.

Based on this best practice, Sierra
Gorda became a pilot district for the
territorial dialogue project promoted by
Alianza Valor Minero.

VALIDATION

An interview was conducted with
community leaders, and conversations
were held with the CSR area of one
of the companies. A field visit was
conducted to attend a meeting of the
Good Neighbor Roundtable. In addition,
the best practice was presented and
discussed by representatives of the
private sector, the public sector and
civil society at the working group held
in the framework of the preparation
of this diagnosis, on August 16, 2017 in
Santiago, Chile.

noo...oo.---ooooooooooooooooooooooooo.ooo...o.---‘ooooooooooooooooo..oo...o.---ooooo@ooooooooooooo..o
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2.2.3.2. Caimanes Dialogue, Consultation and Participation Process

ENGAGEMENT LEVEL

Consultation @ Dialogue

DURATION

2015 - 2017

MAIN STAKEHOLDERS

Los Pelambres mining company. Representatives of the Caimanes, Rincdn and Pupio

communities (Coguimbo Region), NGO Chile Transparente.

DESCRIPTION

Q

Start of mining operations: since 1999, Los Pelambres, part of the Antofagasta
Minerals Group, has been mining copper in the Salamanca district of the Choapa
Valley. Antofagasta Minerals (AMSA) is the largest private mining group in Chile. The
group operates the mining companies controlled by Antofagasta PLC and carries out
exploration and project development activities. The mining operations of Antofagasta
Minerals are dedicated to the production of copper concentrates and cathodes and
some by-products such as molybdenum and gold.

The conflict: the conflict began when Los Pelambres arrived in the IV Region of Chile
and announced its development plan. Three milestones can be observed in the history of
this conflict: the installation of the sea terminal (1996), the construction of the El Manque
tailings dam (2001), and the actions carried out for the construction of the El Mauro
tailings dam (2004). These conflicts between the company and the community went on
for 10 years, with several negotiation processes in between.
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Rapprochement strategy: AMSA’s corporate team began designing a strategy for
getting closer to the community. This led to a dialogue with the community following
the company’s change in how it understood the conflict, realizing that it was of a social
nature. It sought a rapprochement with the leaders of Caimanes and all the inhabitants
of the valley.

Dialogue process: the dialogue process between the company and the community
took place between September 2015 and March 2016 and sought to end the legal and
social conflicts that affected them. The initiative included participatory processes and
the creation of a binding agreement that was legitimized by the affected community.
The process began with the communities of Caimanes, Rincdn and Pupio (Municipality
of lllapel, Coquimbo Region). This process included 12 participation spaces (meetings,
assemblies, forums, etc.) that laid the groundwork to reach an agreement that would
benefit the communities and, at the same time, comply with the court ruling against the
company (tear down the dam).

Chile Transparente: the processincluded the participation of the NGO Chile Transparente,
which worked to guarantee transparency and probity for both parties to the process.'®?

Agreement proposal: between March and May 2016, the agreement proposal was
drafted, validated with the community, ratified by the community and signed by 80% of
the inhabitants of Caimanes. It is important to emphasize that, throughout the dialogue
process, the community participated actively through commissions.

Content of agreement: the Caimanes agreement is based on three main lines: a) water
(the company will take measures to ensure the supply of water, its continuity and quality
for human consumption and other purposes); b) security (the company will develop
plans and works in response to community needs, fears and concerns regarding the
safety of the dam); and ¢) development fund (the company will create a fund to finance
initiatives that contribute to improving the quality of life of each family in the community
and create a community fund to finance community projects aimed at improving
employability and entrepreneurship in the Pupio Valley).

MAIN IMPACT/OUTCOME

The Caimanes Agreement, which considers the creation of a Community Development
Fund designed to develop community infrastructure projects and a Family Development
Fund that consists in making a one-time monetary payment to the families that signed
the agreement.

INNOVATION

This process was the first of its kind in the country that sought to respond to the problems
of the community in such a way that the company’s operations could be carried out
without significant delays. The organization of assemblies with tools that were relevant
forthe entire audience was very innovative. Taking the time that was necessary, attracting
the interest and participation of a large percentage of the community, obtaining the
support of Chile Transparente, and the fact that the agreements reached were legally
enforceable are all innovative actions that promote trust and transparency. Everything
was recorded on video and in minutes that were publicly available.

1
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PARTICIPATION, RELEVANCE, SUSTAINABILITY

* Institutionalized participation: mechanisms of participation such as meetings,
assemblies and open forums were used.

* Institutional sustainability: the agreement was approved by 84% of the community
and will be in effect as long as the mining company is operating in the area.

APPROACHES

Conflict Transformation Approach: the company indicates that it began to see the
community and citizens’ organizations as allies and, therefore, was able to establish
a new form of engagement and generate a deeper knowledge of the community in
which the mining company was operating. From the perspective of the community,
this process signified a new configuration of the power of social organizations. New
leaders emerged to represent points of view not considered by the main leaders of
the community.

LESSONS LEARNED

Both parties, with the support of a third party (Chile Transparente), managed to
sit at the same table and see themselves as allies. Although the so-called Caimanes
Agreement was approved by just over 80% of the community, there is a minority (about
12 families) that continues to oppose the mining project. In early 2017, they filed a
lawsuit for malfeasance against the lawyers who represented the mining company in the
dialogue process.

VALIDATION
Interviews were conducted with company executives, and a roundtable was organized

with Chile Transparente. In addition, a field visit was conducted in to visit the built-up
dam and listen to the community concerns.

BIBLIOGRAPHY/LINKS

http://www.olca.cl/oca/chile/region04/mlp/olca_mlp/informes/informes_pdf/
informe_Il.pdf
http://www.24horas.cl/nacional/conflicto-en-caimanes-dos-miradas-distintas-sobre-
el-tranque-el-mauro-1603876
http://ciperchile.cl/pdfs/elmauro_RCA+38-1.pdf
http://seia.sea.gob.cl/seia-%20web/ficha/fichaPrincipal.php?modo=ficha&id__
expediente=6243
http://www.theclinic.cl/2017/05/02/abogado-y-conflicto-en-caimanes-aqui-se-ha-
mostrado-una-codicia-insaciable/
http://www.aminerals.cl/comunicaciones/noticias/2016/proceso-participativo-
caimanes/
http://www.aminerals.cl/media/3505/antofagasta-minerals_detalles-acuerdo-
caimanes.pdf
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2.2.3.3. Citizen Participation in the development stage of the Nueva
Union Mining Project EIA

ENGAGEMENT LEVEL

Consultation

DURATION

2016 - 2017

MAIN STAKEHOLDERS

Nueva Union company (Teck-Goldcorp joint venture). Municipalities of Vallenar, Huasco,
Freirina and Alto del Carmen, Atacama Region. Diaguitas indigenous communities, civil
society organizations.

eeccccccccccce

DESCRIPTION

%

Background: the Nueva Unidn project is
located in the Huasco Valley, Atacama Region.
The El Morro project was a copper and gold
project that was shut down by a Supreme
Court order in October 2014, after a long,
complicated lawsuit filed due to problems with
its implementation, in accordance with the
justice system in the context of an indigenous
consultation. For this reason, the company
decided to withdraw its environmental impact
assessment and start exploring opportunities
for a new project.

Characteristics of the mining project: Nueva
Union SpA is a corporation made up of the
Teck and Goldcorp companies, which seeks to
generatesynergiesfordeveloping the Relincho
and La Fortuna deposits for the production
of copper, gold and molybdenum, reducing
its environmental footprint by sharing the
infrastructure used to operate both deposits.
In addition, it will use desalinated water for its
processes over a 36-year projected lifespan.

Pre-feasibility study: the main characteristics

of this mining project are its participatory

approach, its reduced environmental footprint and its sustainable use of water. The
project has now concluded its pre-feasibility phase and will begin its feasibility study in
July 2018. At the same time, the environmental impact assessment is being developed
and will be presented during the feasibility stage (between July 2018 and June 2019).

©0000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000
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Early citizen participation: in August 2016, Nueva Unidn began a process of early citizen
participation, that is, before the Environmental Impact Assessment (EIA) is submitted for
environmental evaluation, with the purpose of informing and including early observations
by the local communities in the development of the EIA, and thus reaching a consensus
through mechanisms for dialogue that may help discover topics of interest and account
for the progress and outcomes.

Open Houses: the early participation process has been channeled through open houses
and meetings with local organizations and communities in several cities and towns near
the project areas, mainly in the Huasco Province. The open house is a community physical
space (similar to an information office) where the company presents the project to the
community using videos, info panels, models, etc., and responds to community inquiries.

Culturally relevant: the dissemination of project information was designed with the
traditional inhabitants who live in the project’'s impact area, in coordination with the
institutions that represent the communities, such as the indigenous communities of the
Diaguita ethnic group, which have a territorial role, and Diaguitas indigenous associations,
which have a functional role, from the topics they address, to the way they address them
and how they respond to real concerns.

National and international standards: this early participation process is based on national
and international norms and standards and seeks to contribute to the sustainability of
the Nueva Union project and its commitment to the Atacama Region. According to the
policy of the indigenous peoples of Nueva Unidn, the relationship between the company
and indigenous peoples is based on the United Nations Declaration on the Rights of
Indigenous Peoples, ILO Convention 169, and the Indigenous Peoples and Mining
Position Statement of the International Council on Mining and Metals (ICMM). All these
instruments inform the company’s standards in terms of health, safety, environment and
communities.
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MAIN OUTCOME

The process has not yet finished, and therefore clear results cannot truly be established.
The fourth phase of open houses is currently being held (November 2017). The main
topics of interest and concern are: the relocation of the tailings dam from the headwaters
of the Huasco River (4,000 masl) to the Relincho area (2,000 masl); the inclusion of a
mixed conveyor belt (land and air) to minimize the impact in the plains and sensitive
areas; the hiring of local workers; the development of the local economy; investment
in education and training for communities. The company managed to overcome the
distrust towards this type of processes and attracted the participation of a large share
of its target groups.

3
n

INNOVATION
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Early citizen participation is a voluntary process that is suggested by the environmental
authority. Nueva Unidn began this process in August of 2016 and it continues to this
day (2017). It has featured the participation of organizations that have expressed their
expectations and concerns regarding mining projects.”®® The dissemination of project
information is done early and with coverage in all places of interest. It can also be noted
that the process has had legitimacy and participation, in a territory that has experienced
conflicts with two mining, energy and agro-industrial projects.”**

PARTICIPATION, RELEVANCE, SUSTAINABILITY

* Institutionalized participation: Mechanisms for participation include open houses,
community meetings, implementation of website for receiving questions, and
transparency in the dissemination of information.

* Since it is not yet finished, it is not possible to determine its sustainability.

APPROACHES

Diversity Approach: Nueva Unidn’s policy on indigenous peoples considers the respect
for the rights, cultures, interests and aspirations of indigenous peoples and is committed
to building solid, long-lasting relationships that may help them understand their shared
perspectives and priorities.’®®

Conflict Transformation Approach: This practice is part of the history of two Pascua
Lama mining conflicts and the EI Morro project, in a context of court proceedings
and opposition that makes it necessary to implement new forms of engagement and
collaborative work.

LESSONS LEARNED

During the process, “the communities never wanted to participate all together, the
Diaguita council, the provincial council and the Huascoaltinos all vetoed each other,
so this project, in a way, has inherited previous processes.” However, the participation
of these stakeholders began to develop (interview with the NGO that facilitated
the process).

3
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VALIDATION

This experience was mentioned at the working group and then confirmed through
interviews with community advisors and Peace House Foundation (Fundacion Casa
de La Paz).

BIBLIOGRAPHY/LINKS

http://www.pulso.cl/empresas-mercados/teck-goldcorp-reactivan-exploracion-
proyecto-minero-atacama-cuatro-anos-paralizado/

http://www.nuevaunion.cl/nuestro-proyecto

http://www.reportesostenible.cl/ProyectoNuevaUninysunueva

http://www.revistatecnicosmineros.com/2017/04/el-enfoque-gue-le-ha-permitido-al-
proyecto-minero-nueva-union-lograr-apoyo-de-comunidades-de-huasco-alto/

http://atacamanoticias.cl/2017/05/02/proyecto-nuevaunion-inicia-tercera-ronda-de-
casas-abiertas-con-la-comunidad/?utm_source=dlvr.it&utm_medium=twitter

http://www.mch.cl/2017/11/20/nuevaunion-entrega-novedades-de-su-proyecto-
minero-a-comunidades-de-atacama/

2.2.4. Stakeholder Analysis

Engagement in the context of extractive development and sustainability in Chile occurs
in a scenario of widespread distrust among all stakeholders, both public and private
and civil society. This distrust stems from communities that question everything from
the State’s decision-making processes and criteria to the legitimacy of the information
provided by companies. Thus, the positions that stakeholders assume on the actual
impacts generated by projects in different industries also cause increasing levels of
uncertainty for those who wish to develop investment projects.'o®

Company

Companies seek to develop profitable projects with the least environmental and social
impact, obtain environmental and social licenses, contribute to local, regional and
national development with tax revenue and community development projects through
their Corporate Social Responsibility policies. They have two very important associations.
The Mining Council, created in 1998, is an association of 18 large copper, gold, silver,
molybdenum and iron production companies operating in Chile, which are either
publicly or privately owned and which represent both national and foreign investments.
The National Mining Society was created in 1883 and is a trade association that includes
76 medium and large mining companies and suppliers, as well as 38 regional mining
associations representing more than 3,000 small mining entrepreneurs.

Mining companies are connected to civil society, academia and government through
various governmental and private initiatives such as Alianza Valor Minero.'?’ In January
2015, Alianza Valor Minero was created for the purpose of coordinating and encouraging
the different stakeholders to carry out the initiatives of the strategic agenda called
“Mining: a platform for Chile’s future”; and of creating a platform for promoting
encounters and dialogues between the different stakeholders. This partnership includes
representatives from all sectors, and its main achievements have been: a) the creation of
regional dialogues with various stakeholders in order to build a shared consensual vision
on mining as a development platform, from a regional perspective, b) the proposed
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design of a System and Institutional Framework for Permanent Dialogue on Large
Investment Projects, and ¢) the creation of the Central Zone Dialogue platform, which
brings together representatives from various productive sectors, trade associations,
NGOs, communities, academics, experts and local authorities.'o®

Many corporate policies follow various protocols and international initiatives designed to
improve their practices in different areas, such as those of the International Council on
Mining and Metals, the Sustainable Development Goals, and the Organization for Economic
Cooperation and Development. In Chile, mining is a mandatory part of the political agenda
for all candidates during their electoral campaigns. During 2017, a platform for public-
private dialogue began to take shape around the development of mining activity in the
Central Zone.'*® This territory has 10% of the world’s copper resources.

State

The Ministry of Mining is responsible for leading the development of public mining
policies that aim to expand the contributions of mining activities to national development,
diversifying its operations in order to take advantage of available resources in sustainable
ways that are valued by citizens."® This Ministry supervises two important agencies. One
is the Chilean Copper Commission (Cochilco), a highly specialized technical agency
created in 1976, which acts as a governmental advisory council in matters related
to the production of copper and its by-products, in addition to all metallic and non-
metallic mineral substances, except coal and hydrocarbons. The other is the National
Geology and Mining Service (Sernageomin), which is the technical body responsible
for generating, keeping and disseminating information on basic geology and resources
and geological hazards within the country, regulating and monitoring compliance with
mining regulations on security, property and closure plans in order to contribute to the
development of national mining.

The Ministry of the Environment is responsible for collaborating with the President of the
Republic in the design and implementation of policies, plans, programs and regulations
on all environmental matters. The Environmental Assessment Service (SEA), whichis part
of the Ministry, is responsible for overseeing the environmental assessment of projects
and ensuring their compliance with current regulations, and thus seeks to encourage
and facilitate citizen participation in these assessments.

The Ministry of Social Development is the responsible for the design and implementation
of policies, plans and programs in the area of social development, especially those aimed
at eradicating poverty and providing social protection to vulnerable individuals or
groups, such as indigenous communities, at the national and regional level. The National
Indigenous Development Corporation, created in 1993 by Indigenous Law 19,253, is part
of this ministry and aims to promote, coordinate and execute governmental actions and
development plans for those who belong to any of the indigenous peoples of Chile.
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Civil society

In Chile, civil society
organizations are relatively
recent. More than 88% of civil
society organizations were
registered after 1990, that is,
they have existed for less than
25 vyears. This phenomenon
of young organizations is not
only due to the legislative
change that facilitated the
process for registering CSOs
(Law 20,500 of 2011), but also
responds to a push by modern
civil society to organize.” In
terms of their relationships
with the extractive industry,
civil society organizations can
be classified as follows:

CSOs that favor dialogue. These organizations are characterized by institutional goals
that include actively seeking agreements, rapprochement and spaces for dialogue
between the various stakeholders related to the extractive industry. They seek to bring
companies closer to the communities, mainly, and secondly to the State. Most of these
organizations are interested in influencing Chilean public policies, reaching agreements
between the parties, and resolving controversies for the common good. In Chile, CSOs
act in isolation despite several initiatives that have been created to reach agreements.
Their main strengths are: knowledge of the territory (field experience); knowledge of
the realities of communities and stakeholders; professional teams with experience in
scenario diagnosis; ability to weave horizontal networks with civil society and to build
bridges with other sectors; legitimacy and recognition by the State and companies. On
the other hand, some identifiable weaknesses include: lack of presence in other regions
(since most are from Santiago); lack of permanent resources and funding.

CSOs that are critical of the development of large-scale mining projects. Environmental
NGOs have generally maintained a critical position towards the development of mining
projects.” There are interested in ensuring strict compliance with environmental
regulations. They have sometimes used their influence to counter mining projects
through fines, stoppages and unfavorable environmental impact assessments. One
of their strengths is that they have professional teams with technical environmental
qualifications, as well as a high degree of legitimacy, influence on public opinion and the
support of international consultants. One of their main weaknesses is that they do not
engage in dialogue with the extractive industry.

CSOs that oppose mining activity. These are CSOs whose discourse and actions oppose
the development of mining activities and projects. They do not seek to find common
ground or maintain dialogue and represent a more intransigent and confrontational
position. Most of these organizations act as “advisers” to the communities. Their
strengths are: having human and material resources, being able to influence public
opinion and reach the media, and having a territorial presence through grassroots social
organizations. One weakness that can be identified is that they do not wish to generate
spaces for dialogue and consensual solutions.
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In the Academy, a difference can be established
between universities at the central level, regional
universities and research centers. These three
stakeholders have areas of academic training,
research and transfer related to mining activities.
The universities (Universidad Catdlica-Center
for Public Policies, Universidad Alberto Hurtado,
Universidad de Chile, Universidad Adolfo Ibafez,
to name a few) have shown a great deal of interest
in creating diploma courses on topics of corporate
social responsibility, community engagement,
socio-environmental conflicts, research on these
topics, seminars, and facilitation courses, among
others.

Private research centers are independent think-
tanks at universities that produce knowledge,
create public policy proposals and also act as
lobbyists. Some of them have connections to
a specific political party. The main ones are:
Center for Public Studies (Centro de Estudios
Publico), Public Space (Espacio Publico), Liberty and Development Institute (Instituto
Libertad y Desarrollo), Institute for the Study of Society (Instituto para el Estudio de
la Sociedad), Center for Development Studies (Centro de Estudios del Desarrollo),
Corporation Foundation of Studies for Latin America (Fundacion Corporacion de
Estudios para Latinoameérica), Fundacion Chile 21, to name a few. Most of these centers
have expressed their inclination in favor of the development of extractive industries,
with the exception of the National Center for Alternative Development Studies (Centro
de Estudios Nacionales de Desarrollo Alternativo), which has a more critical position
towards the industry.

In Chile, trade union organizations have bilateral relationships with mining companies.
There are two groups that include the main unions of mining company workers: the
Mining Federation of Chile, which includes 18 unions of large private mining, and the
Confederation of Copper Workers, which includes the unions of the state-run company.
At some public appearances—seminars, mining events—they have expressed interest in
understanding the relationships and economic contributions that companies establish
with communities.

In Chile there are 9 recognized ethnic groups (Mapuche, Aymara, Rapa Nui or
“Pascuense,” Atacamenos, Quechua, Colla, Diaguita, Alacalufe or “Kawashkar”, and
Yagan or “Yamana”). Each ethnic group is divided into several organizations called
indigenous communities. According to information from the National Indigenous
Development Corporation (CONADI), there are 3,213 indigenous communities between
these 9 ethnic groups.”™ The State has been returning lands to these groups since 1994,
and the communities continue to request the restitution of their ancestors’ lands. In
many cases, these claims have been recognized by the State, while in others they are
competing with the locations of mining projects. There are many positions on mining
activities, depending on location, distribution, impacts, project time frames, and other
factors.™ One example, according to Matias Abogabir,™ is the case of the El Morro
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project, where the Court of Appeals of Copiapd has rejected three appeals filed by
indigenous communities and farmers against the El Morro gold and copper mining
project, which is linked to Goldcorp (70%) and New Gold (30%) (2014).

2.2.5. Legal framework

The entry into force of the Law on Transparency and Access to Public Information in
2009 created among different political and social sectors the expectation that it would
permit greater citizen control and interest in the actions of the State, and the approval
of Law 20,500 on Citizen Association and Participation, together with the Presidential
Instruction signed in August 2014—which contains complementary indications for
“Citizen Participation in Public Management” —demonstrate the State’s effort to
strengthen Citizen Participation.

Inspite of the above, the meaning of Citizen Participation in Chile has remained ambiguous
and its implementation has been limited, mainly due to the lack of standardized channels
for participation, the insufficient information available to citizens on mechanisms of
participation, and in some cases the capacity of the public sector to commit to new
approaches towards citizen participation."®

InJuly 2015, through Exempt Resolution No. 601, the Ministry of the Environment approved
the General Regulation on Citizen Participation of the Ministry of the Environment, which
establishes formal and specific modes within the framework of Law No. 20,500. Article 2
indicates that citizen participation mechanisms are based on 5 foundations: participation
as a right; civic responsibility; citizens’ right to public information; strengthening of civil
society; and inclusion.

Section Il of this same Regulation establishes the Early Citizen Participation Program,
which is a series of citizen participation mechanisms or initiatives promoted by the
Ministry voluntarily in the earliest stages of the design of plans, policies, programs,
regulations or actions that aim to communicate information on the instrument that
has begun its development process and to include citizens’ proposals or contributions.
In 2013, the Guide to Early Community Participation in Projects was published, which
consists of guideline for companies, since it is a voluntary process for informing and
connecting with the surrounding communities in a timely manner, in order to learn in
advance about the concerns and interests of the communities close to the project. This
guide proposes that early participation is an opportunity to connect with citizens in the
early stages of a project’s life cycle.

Indigenous consultations

Indigenous Law No. 19,253 does not specifically address consultations, but rather
establishes procedures for participation regarding indigenous issues (Article 34); it also
establishes that indigenous peoples should participate in the body in charge of the high
management of the National Indigenous Development Corporation (CONADI) (Article
42), which is responsible for promoting and ensuring the comprehensive development
of urban and migrant indigenous peoples.

Chile ratified ILO Convention 169 on September 15, 2008. Since 2009, ILO Convention
No. 169 has been law in the Republic in Chile, and therefore, it establishes the obligation of
the State to consult indigenous peoples whenever administrative or legislative measures
are being considered that are likely to affect them directly. Thus, as acknowledged in the
current provisions of DS No. 66 that regulates indigenous consultations,"” all consultations
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carried out within the Environmental Impact Assessment System must seek to produce
an agreement between the public agency implementing the measure and the indigenous
people that may eventually be affected. Notwithstanding the above, all consultations
on administrative measures that qualify a project environmental assessment presented
to the SEIA must consider not only the legitimate interests of the indigenous peoples
and the State, but also the technical aspects submitted by the company proposing the
project. In Chile, companies are involved in the consultation processes carried out by the
State, in accordance with the obligations imposed by the regulations on the information
that they must provide in their respective studies."

Decree 66 of 2013 of the Ministry of Social Development, the regulation that governs
this Indigenous Consultation process, aims to ensure indigenous peoples’ right to
consultation. The agency responsible for indigenous consultation processes is the state
administration that must adopt the measure for which the consultation is carried out,
and it is therefore responsible for coordinating and executing the consultation process.

Environmental regulations

Chile has an Environmental Law, known as Law 19,300 on General Bases of the
Environment, which was enacted in 1994. Decree No. 40 of 2012, of the Ministry of
the Environment, indicates that citizen participation includes the rights to access and
examine the physical or electronic assessment file, to make comments and to receive a
legitimate response to these comments. In terms of indigenous communities, the Service
will design and develop a consultation process that includes appropriate mechanisms for
them to participate in an informed manner and have the opportunity to help shape the
environmental assessment process. Similarly, the Service will establish the mechanisms
for them to participate during the assessment process in any clarifications, corrections
or expansions that the Environmental Impact Assessment could undergo.

In the case of Environmental Impact Assessments, the project developer (mining
company) must publish in the Official Journal and in a newspaper of national or regional
circulation, an extract of the Environmental Impact Assessment (EIA), so that the
entire community may be informed. Once this extract is published in the newspaper,
citizens shall have 60 working days to participate and present their observations to
the SEA, either in writing or through the service’s website. During the period of formal
citizen participation, the SEA is the agency responsible for establishing mechanisms to
ensure the participation of the entire community located mainly in the area impact of
the Environmental Impact Assessment. Meanwhile, the authorities must consider the
observations made by the community. The Environmental Qualification Resolution (EQR)
will be notified to all those who made observations. There is a space for complaints,
where any person who has made an observation and believes they did not receive an
appropriate response may file a Claim Appeal within 15 days.
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The national regulatory frameworks, as
well as the regulations regarding extractive
industry, the environment, taxes and | %
development in the six countries studied,
heavily favor establishing standards

for access to information and public
transparency, which helps provide citizens
with relevant information about the
company, the project evaluation process,
and in some cases the public revenue.
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3.1. Conclusions

On the economy, extractive industries and engagement
with other stakeholders

* The extractive sector continues to play an important role in terms of its contribution
to the Latin American economy, despite the end of the so-called “super cycle” of
mining and hydrocarbon commodities. National regulatory frameworks were adapted
to encourage the arrival of big investments in this sector, as can be observed in
the opening of the hydrocarbon sector in Mexico—which was previously a state
monopoly—with the energy reform of 2014. These policies have contributed to
the arrival of international corporations that have raised community engagement
standards and, as a result of greater tax revenues, and together with civil society,
have helped promote multi-stakeholder mechanisms that favor transparency, such
as the EITI, which has been operating successfully in some countries of the region.

On regulatory frameworks and engagement levels

* The national regulatory frameworks, as well as the regulations regarding extractive
industry, the environment, taxes and development in the six countries studied, heavily
favor establishing standards for access to information and public transparency,
which helps provide citizens with relevant information about the company, the
project evaluation process, and in some cases the public revenue. Although these
are not directly related to the extractive industries, the information they provide to
the State as part of their obligations is subject to this regulatory framework and
can be accessed publicly, without requiring a change in the law, but rather a better
application of the law in the sector.

* Similarly, rules that consider citizen participation as a right to participate in the
different stages of extractive activities are quite common in the six countries studied,
and the public consultation mechanism appears as one of its dimensions.

*  Theinformation analyzed for each country shows that there are no specific regulations
referring to other engagement levels, such as collaboration or partnerships; the
exception is Peru, which instituted a rule in 2010 that establishes a prior commitment
by the company towards the communities in the impact area as a precondition for
developing extractive activities.

* In general, these are forms of engagement that are based on the corporate policies
of the extractive industry. Dialogue is a mechanism that is found, in a broad sense, at
all levels of community engagement and is incorporated into segments of the current
regulations on participatory and consultation processes.

*  Most of the countries in this study have signed ILO Convention 169, with the exception
of the Dominican Republic, but only Colombia, Peru and Chile have designed
regulations to implement it. In fact, in other countries the process depends on the
interpretation of companies and local authorities, with the possibility of questioning
the process or taking it to court, thus causing instability and insecurity for the parties.
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On practices, engagement levels and coordinating
dialogue

* When practices are made up of several engagement levels, it is often the Dialogue
level that articulates them. Broadly speaking, dialogue takes place through regular
meetings and spaces with broad, diversified and inclusive participation by the various
stakeholders, mainly from the impact area of the extractive project. Dialogues can
evolve towards the creation of specific work agendas.

* Due to the degree of complexity required for its implementation, engagement at
the collaboration and partnership levels usually occurs through a multi-stakeholder
dialogue, in its more structured version, which is mainly used as the most appropriate
mechanism for clarifying the interests and needs of the parties, as well as to build
the necessary trust demanded by these complex processes and to negotiate mutual
beneficial agreements.

*  Multi-stakeholder engagement through dialogue, when properly organized and
managed with a strategic, comprehensive perspective, can help contribute by
implementing projects that are connected to local development plans, magnifying
stakeholders’ voices, influencing operational decisions and engagement plans,
improving relationships and obtaining or renewing social licenses.

On the main stakeholders

Civil society

» Civil society organizations, especially NGOs and social movements, assume different
roles in the extractive industry: as suppliers or contractors that execute development
projects; building bridges and promoting collaborative processes; remaining critical
of the how the industry has been operating; promoting discussions; advocating for
public policies; guaranteeing the individual and collective rights of communities; or
openly opposing extractive activity through resistance actions.

* Universities that enjoy legitimacy are important local resources, because they
are trusted by a significant number of stakeholders and have the ability to build
networks with key stakeholders with different characteristics, both in terms of
producing knowledge and building capacities. They are seen as a specialized and
impartial stakeholder for technical matters and for conducting research on the
extractive industry; its contributions to the economy and development; water quality
studies; education and training; social management and conflict prevention and
transformation; among others.

« (CSOsalso play arole as a third party in engagement processes between communities
and companies, either by impartially facilitating dialogue or negotiations between
the parties, providing consultancy for these processes, training the company and/
or community for adequate and constructive participation, acting as observers, or
monitoring the implementation of development projects.

Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean | 45



CHILE

State

*  The relationship between the National/Federal Government and the Regional/State/
Provincial and Local Governments tends to create tensions that are caused by policies
and measures related to the governance of natural resources. In extreme situations,
these tensions have eventually led to open opposition and rejection of the extractive
industry. In Argentina, for example, some provinces have declared a ban on large-
scale mining. It is therefore important that the different levels of government establish
coordination mechanisms and inter-governmental dialogue for the concerted
discussion and implementation of public policies related to sustainable economic
development, and establish the role of extractive industries in the development of
the country and its local territories.

Companies

* Improving engagement with other stakeholders requires the commitment of
companies and their associations to go beyond the tenets and requirements
established by current regulations.

* Theteams dedicated to social management and community engagement are essential
for field operations, in coordination with the other areas of the companies. This internal
coordination is important and necessary. In some cases, companies decide to hire or
sign agreements with consultants, commercial or civil society organizations/entities
specializing in social management and community engagement in order to promote
it. In some cases, considering an external team to support community engagement
can facilitate dialogue events, as well as providing an external perspective on the
process.

* The main purpose of extractive industry associations is to represent the interests
and needs of their affiliated companies. They can also help their members through
other strategies such as capacity building, research, publications, databases and
communication campaigns related to their activities, among others. They have the
potential to be important contributors to sustainable development through projects
designed to help companies with their community engagement processes by
developing innovative perspectives, such as the best practice of the Social Basins of
Argentina, where the Salta Chamber of Mining coordinates the engagement between
different mining companies operating in a territory and the surrounding communities.

On the issues related to practices

* Best practices can cover a very broad range of themes, related to the human needs
and unfulfilled rights in social environments and to the operational needs of extractive
projects. From a basic level of information about the project, all engagement levels
allow for the inclusion of multiple issues, such as:

» Environmental issues, such as those related to water, air, noise, land use;

» Search for jointly agreed solutions with the community that are related to
operational needs (health infrastructure, roads, electricity, drinking water, among
others);

» Product manufacturing;

» Education and other basic services;

» Issues that concern specific groups such as women, senior citizens, indigenous
communities and other groups in vulnerable situations;

46 | Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean



CHILE

» Local development issues;

» Establishment of continuous engagement within the framework of sustainable
development and social licensing;

» Strengthening community and local institutions, among others.

On engagement

» Contribution of the extractive sector to the national and regional economies. all
stakeholders acknowledge that the sector makes relevant contributions to the
national economy. However, in some countries, local communities still feel that the
industry has an outstanding debt in terms of strengthening local development.

Minimum engagement standards. the extractive industry, unlike other economic
activities, considers the issue of community engagement in the impact area a relevant
matter, sometimes even a key aspect of the business, and not as a merely voluntary
process. There is an awareness of the potential costs that a context of social risk may
impose on the development of an extractive project.

*  Whatis required and what is voluntary: engagement processes illustrate that industry
and company behaviors are a result of both the standards defined by the State and
the internal policies of companies (codes of conduct), as well as industry standards at
the national and international level. However, the State is beginning to assume a more
active role in defining minimum engagement standards based on recognized best
practices, thereby reassuring both companies and communities on the best way to
establish harmonious, constructive relationships oriented to sustainable development.
In addition, the industry continues to make progress on voluntary policies that benefit
the development of the territory in which the operation is located.

* Civil society organizations: in the last 5 years, CSOs have played an important
role, achieving a certain degree of influence on public policy decisions in terms of
proposing, accompanying and ensuring compliance with the regulations that govern
extractive industry projects. Different levels (local, regional/provincial and national)
of influence have recognized their contributions to achieving goals shared with
the industry. Undoubtedly this influence was favored by the massive use of social
networks and the increasing digital transformation.

*  Civil society engagement as a continuous process. the task of building trust is a
priority. In addition, those who facilitate and participate in these spaces for creating
best engagement practices must be stakeholders with knowledge and experience in
this area, capable of promoting exchanges; impartial stakeholders capable of building
a permanent and useful engagement while recognizing the differences of each party.

*  Perceptions of extractive industries: the extractive sector still generates backlash in
some sectors. This is usually based on the perception that the growth of extractive
activity has not led to better living conditions for some communities that coexist
with extractive projects, and that in some cases have seen previously existing
economic activities decline (agriculture, local tourism, livestock, among others), thus
causing dependence on a finite activity, in addition to the concerns surrounding the
environmental and health impacts that this activity could bring.

Diagnosis, Stakeholder Mapping, and Roadmap on Stakeholder Engagement within the Extractive Sector in Latin America and the Caribbean | 47



CHILE

* From conflict to negotiated agreement: a review of some practices studied shows that
the relationship between the extractive industry and the communities has changed
from a process of conflict and opposition to a transactional negotiation process
that compensates communities with social benefits, employment and infrastructure
works. This dynamic eventually contributes to local development processes. In many
of the experiences studied, during the dialogue processes environmental impacts
become a secondary issue and are not sufficiently taken into account, and the issue
of social compensation—or rather negotiation—plays an important role.

* Internal fabric of communities: often, the complexity of relationships within
communities has caused tensions that translate into complaints that are difficult to
understand. Companies lack methodologies for dealing with conflicts in a broader,
more comprehensive manner, and this has often led to distrust, causing breakdowns
in the relationship and even resulting in conflicts within communities.

* Role of the State. the historical response by the State has been to maintain a distant
position and observe from the outside the engagement processes that occur at
different levels between companies and communities. However, in recent years it has
become a key player at the consultation level.

On engagement practices

* In the diagnoses of the six countries, this study found 27 best practices at all
engagement levels: 5 at the Information level, 18 at the Dialogue level, 4 at the
Consultation level, 13 at the Collaboration level and 15 at the Partnership level. It should
also be said that most best practices represent two or more levels simultaneously.

BEST PRACTICES

Partnership Level 27% r .
Collaboration Level 24% \-
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*  Major progress: The best practices in this study demonstrate that there has been
significant progress towards improving the relationships between the industry and
the communities, such as the implementation of corporate engagement policies,
teams of specialized professionals and financial resources. However, there are still
weaknesses in the engagement between civil society and extractive industries. Well-
documented experiences have contributed to the creation of new and innovative
engagement practices that can be learned, improved and replicated in other projects.

e Itis often thought that the extractive sector has a great deal of experience with best
practices that are recognized and validated, with positive results for quality of life
and stakeholder engagement, and that this work should be oriented to communities,
academia and the companies themselves. The companies can count on the Academy
and independent consultants to continue the task of systematization, research and
dissemination of engagement experiences.

*  Oneconflictobservedin most of the best practices studied is community opposition to
the project, due to the way the project coexists with its surroundings (environmental,
social, cultural) and/or due to the lack of direct benefits and development for the
community. Dialogue is most obvious channel for resolving these situations, as an
alternative for reaching agreements and negotiating with the community. Dialogue
spaces are necessary in order to solve the problems of small rural sectors near large
extractive exploitation. For example, a partnership to improve livestock production.

* Spaces for Early Citizen Participation: Decisions made regarding large-scale
national projects often do not enjoy effective participation or consensus from local
governments and communities within the territories. Without this step, which gives
the project a degree of social legitimacy, citizen participation processes (including
prior consultation) can become complex, slow and/or confrontational.

* Partnerships between CSOs have started to play a community outreach role, as in the
case of the Coahuila Energy Cluster, one of whose roles was to provide information
on the implications of the energy reform and the new role of companies in the region.
Civil society mediation can help in making the information more reliable and therefore
better accepted by the communities.
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3.2. Recommendations

For companies

* Have early, timely and long-term plans for engagement with communities that may
contribute to economic progress while addressing social and environmental issues in
the territories where their projects will be developed.

* Have an area dedicated exclusively to social management and community relations.
This study has confirmed that having a capable area and work team has helped
companies develop best practices.

* Consider the particular characteristics of the territory and understand that
recognizing the rights of different communities is best practice. Including among
their due diligence protocols a detailed survey on the dynamics of the territory and
the communities present in the impact area is highly recommended, either executed
jointly with the community or subsequently validated by it.

* Regular coordination with community leaders from the beginning, involving them in
the different engagement levels: Information, Dialogue, Consultation, Collaboration
and Partnership.

*  Generate actions at each level (Information, Dialogue, Consultation, Collaboration
and Partnership) that:

» Are systematically reviewed, including deadlines for their review

» Are flexible enough to be reformulated

» Have clearly established goals, targets and timelines from the beginning
»  Comply with the law

» Aim for an engagement with permanent and systematic accompaniment

* Monitor the actions derived from the environmental and social legislation related

to extractive industries, with compliance and continuity of the agreements of the
dialogue roundtables with multi-sector and inter-governmental coordination.

L & 0. |
50.7| Diagnosis; Stakeholder Mapping,'and/Roadmap oniStakeholder Er{"g_agément within the _Exf.raictive Sector in Latin America‘and the Caribbean
P = k4 {




CHILE

* Strengthen business associations and organizations representing companies that can
participate in the most diverse spaces for dialogue and compromise to achieve a
more fluid engagement.

*  Promote training to foster partnerships with projects in the territories and encourage
community participation.

* Consider the leading Multilateral Development Banks (MDBs) in Latin America and
the Caribbean—with their experience in citizen engagement?”, their interdisciplinary
approach in the region and their comparative experience in civil society issues—as
technical allies in the development of engagement plans, as well as national CSOs
with territorial experience, in order to strengthen the principles of engagement
between companies and communities through their technical knowledge and close
ties to the community.

* To the extent that extractive activities are going to cause environmental damage,
companies should prioritize environmental compliance within the framework
of national legislations, as well as social engagement with timely, accurate and
transparent information, promoting dialogue with communities in order to analyze
problems and make decisions.

For civil society

e Form an organic structure that provides representative community leaders with
legitimacy a to share information in a timely manner, interacting with the government,
companies and other communities, as the case may be, to create joint initiatives in
the context of a systematic and not just circumstantial engagement.

* Clearly identify community leaders and counterparts at the national and local levels
in areas impacted by extractive activities, so that an early, constructive coordination
may be used to find solutions. Due to the disparity of cultures, rhythms and traditions,
it is necessary for the State and companies to adapt engagement spaces to this
reality. In addition, to achieve effective results the communities themselves should
identify resources that may help implement closer approaches in a timely manner,
reviewing international experiences as points of reference that may strengthen their
capacities while safeguarding their autonomy.

 Ensure that community leaders include community members in the decisions
submitted for consultation, as well as in other spaces of influence, through thematic
roundtables that take into account gender disparity, and in order to facilitate capacity-
building, as well as the appropriation of knowledge by the community. The work
of community leaders to ensure the meaningful participation of the community, as
demonstrated by the practices analyzed, has been key to transforming the perception
of communities regarding the extractive industry, improving existing relationships
and preventing the emergence of conflicts.

e Community leaders should encourage and promote the dissemination of timely
information, as well as dialogues with community members and company
representatives whose work is relevant to them, for the development of engagement
plans and strategies throughout the different phases of extractive activity.
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« Community leaders and companies can support accompaniment, education and
training processes aimed at strengthening the capacities different community groups
(women, young people, minorities) in processes that adopt a comprehensive view of
the territory, so that sustainable development may be achieved independently of the
company’s presence.

* Contact impartial actors (such as universities) in order to solve problems and
make decisions regarding internal conflicts within the community or between the
community and other stakeholders (governments, companies).

For the State

* Implement regular monitoring activities in order to obtain feedback on the perceptions
of both civil society and companies. Experience shows that monitoring is important
for involving other stakeholders and sectors, communicating about the practice,
providing greater transparency and making necessary adjustments according to local
specificities.

* Have methodologies for public consultations that include local authorities, minorities
(women’s groups, the elderly, young people). It is suggested to build systematic and
regular processes at the Information and Dialogue levels, facilitating collaboration with
anonymous complaint mechanisms that are accessible for the community.

* Promote early citizen participation, which is crucial for creating engagement spaces
that promote opportunities for growth and mitigate potentially negative impacts of
extraction operations, to prevent conflicts, to build trust and social legitimacy, as well
as to optimize potential value in the regions.

* Regulate the application of ILO Convention 169 with minimum standards for public
consultations. Support the work of the agencies in charge of overseeing, inspecting
and monitoring environmental studies, maintaining and refining the mechanisms of
participation and Prior Consultation (ILO Convention 169). It is essential to strengthen
institutions such as the Ombudsman’s Office and other institutions that defend society
and citizens’ rights.

* Strengthen the environmental instruments that allow environmental authorities to
monitor compliance with mitigation plans and commitments regarding the closure
of extractive projects must be strengthened. Early planning of economic and
environmental closures is crucial for limiting environmental and social damage and
ultimately improving the perceptions of communities and the general population in the
impact area regarding the projects.

* Strengthen transparent mechanisms for managing the funds generated by extractive
activity income, supporting new projects which in turn generate new ventures in
regions rich in natural resources, in order to ensure alternative sources of job creation
that may strengthen local economies by innovating and generating long-term income.

* Trainlocal governments onissues that affect the interests of their territories, supporting

the formation of political and technical capacities to support and coordinate territorial
planning processes.
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For all three stakeholders

* Use new technologies that favor more effective forms of engagement. The maturity
of democratic systems in the region, along with the use of social networks and new
technologies, is providing an unprecedented opportunity for government officials,
company executives and community leaders to use new instruments for rapprochement
and information to discuss common territorial interests.

*  Governments, companies and communities find it relevant to foster and participate in
engagement spaces that promote: timely and reliable informative actions; dialogues
that include minorities; public consultations in accordance with sectoral regulations
and prior spaces for information and dialogue; collaborations for capacity-building that
foster sustainable territorial development; partnerships in participatory monitoring
and/or small businesses development activities.

* Developing engagement plans initiated by any of the main stakeholders with clear
activities builds trust, and therefore a more active role by the government and
large corporations in the promotion of spaces for agreements, where communities
participate after previously having received the information and training necessary
to present their interests and concerns, represents, as the findings show, a tool for
advancing sustainable growth.

*  Generating dialogue builds trust, so a more active role by the government and large
corporations in the promotion of spaces for agreement, where the rights and duties of
citizens, companies and the government are presented, discussed and agreed upon,
would be a step forward. These spaces should allow the different voices of civil society
to be heard, including critical ones.

* Universities that enjoy legitimacy are important local resources, because they are
trusted by a significant number of stakeholders and have the ability to build networks
with key stakeholders with different characteristics, both in terms of producing
knowledge and building capacities. It is important to use them and call on them
more often.

* To the extent that extractive activities are going to cause environmental damage,
companies should prioritize environmental compliance within the framework of
national legislations, as well as social engagement with timely, accurate information,
transparency and dialogue with communities, their leadership and authorities, as a way
to make its business and investment feasible and decrease socio-environmental risks.

* Include other existing resources, local CSOs, and especially universities with legitimacy
in order to strengthen a sustainable engagement.

* Inform and review the projections on the resources of the extractive industries and the
limits for invigorating the economy, recognizing that this activity depends on a series
of external variables that do not depend on specific plans. Specifically, subnational
spaces must plan their activities by considering resources from other sources and from
the extractive sector, in order to avoid causing frustration due to potential variations in
the transfers from the national government. In this sense, it is important to complement
the data and analyses from extractive industry projections with civil society authorities
and leaders, building on the transparency actions currently underway in extractive
industries.
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