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‘Pure Gold Grain’ | Photo: CRED Jewellery
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And the street of
the city is pure gold,
as transparent
as glass.

The Revelation of John

The Challenge :MODULE 3:
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The mining of precious metals is a
fundamental of jewellery. Without them
jewellers would not be in business.
They represent the fountain from which
we create the most wonderful symbols
of love and affection.
The beauty we inspire in jewellery is one of the finest aspects of human creativity and
something to be nurtured and treasured. Yet as we all know the trade in these metals can
sometimes be shrouded in accusations of corruption, exploitation and greed that is the very
antithesis of what we want our jewellery to be remembered for. This scenario is far
removed from the finished product that we see in our jewellery shops and it is the rising
awareness of the plight of miners and the impact on the environment that is creating a
greater degree of concern with consumers. As consumers start to question the source of
precious metals and seek assurance about mining conditions, will you be able to give them
that assurance?
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‘Cotapata Gold Mine’  Bolivia | Photo: Cotapata
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Gold, silver and platinum are the three
principal metals used in jewellery.

Gold and silver especially, have found their
way into the folklore of every culture and
have come to signify wealth, security,
power, beauty and love.
In this module we will focus mainly on gold and its supply chain because gold holds a
unique place in the mind of the consumer and has in recent times received increasing press
and consumer attention regarding human rights issues and environmental concerns.

We will describe the route that gold takes from the mine to the jewellery shop (the supply
chain) and suggest how you might begin to address the challenges.

The Introduction :MODULE 3:
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‘Alluvial Gold and Platinum’ Oro Verde Columbia | Photo: Greg Valerio
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The Three P’s:

POLITICS

PEOPLE

PLACE

‘Gold Panner’  Sierra Leone | Photo: Greg Valerio
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As jewellers we cannot avoid the fact that
gold has been a highly contested business
over the years.
The 2005 Human Rights Watch report entitled ‘The Curse of Gold’1 documented a series of
human rights violations in the gold fields of North Eastern Democratic Republic of Congo
(DRC) by militias and the army.

CAFOD’s Unearth Justice campaign (DRC & Honduras), 2 Action Aid Gold Rush report
(Ghana), 3 and The Columban Fathers Mining in the Philippines, (Philippines) 4 are just a
few of the reports published in the last five years. They do not make for pleasant reading
when as a jeweller most of our livelihoods are dependent on gold delivering value in both
financial as well as marketing terms. Below we summarise some of their findings that are
associated with the gold trade.

POLITICS (Political issues including legislation and regulation)

Political corruption and payments to military and militia to fund conflict and
criminal activities.

The Issues :

References:

1: www.hrw.org/en/reports/2005/
06/01/curse-gold

2: http://www.cafod.org.uk/
unearthjustice

3: www.actionaid.org.uk/102008/
search.html?words=Gold+Rush&x=

0&y=0

4: www.fairjewelry.org/pdfs/frank-
nally-columban-fathers-phillipines-

mining.pdf

MODULE 3:
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Lack of traceability and transparency in the supply chain so the consumer and jewellers
cannot be sure of where the gold has come from or how the profits have been used.

PEOPLE (Social issues including local communities and human rights issues)

Child labour and dangerous working conditions including the use of poisonous and
harmful chemicals such as mercury.

Forced relocations of communities affected by mining and displacement of small scale
miners.

PLACE (Environmental issues)

Environmental mismanagement and pollution of for example water systems and sub-
aquifers by poisonous chemicals and mine waste.

Deforestation
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‘Artisanal Goldsmith’ Addis Ababa Ethiopia |
Photo: Greg Valerio
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Section IV :
THE SUPPLY CHAIN

The Principal Stage:
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Transformation
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To understand the ethical issues in a supply chain, it must first be visually mapped. This way
we can get an understanding of how it fits together and we can see where there may be
specific areas of concern and at what points there are social and environmental issues that
need to be understood and acted upon.

In jewellery there are three principle stages:

Extraction (mining of the rough material)

Transformation (exporting, certification, sorting and grading, trading, cutting and
polishing and jewellery manufacture)

Retail (selling to the customer)

The Supply Chain :

EXTRACTION TRANSFORMATION RETAIL

MODULE 3:
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Although there are only the three principle
stages, the gold supply chain is long and
complicated. This has meant that the
product has become detached from it source.
The modern gold supply chain is not a traceable supply, outside of the Fairtrade and
Fairmined system, 5 and this makes our job of understanding the impact on the source
communities of the jewellery we sell much more difficult, but not impossible.

Precious metals are formed in rocks in the ground. Rock containing metals is called ‘ore’ if
it contains sufficient metal for the mining of that metal to be profitable.

Gold, silver and platinum are native metals and can be found in their natural state,
embedded within solid rock or found within mud and gravels of riverbeds.
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References:

5: www.fairtrade.net/716.html
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1. Mining in country

Large-scale mining is carried out mainly by a few large international mining companies
using high-tech equipment.

Artisanal and small-scale miners are either local people or families who mine their own
land, often without the legal requirements of licences or migrant workers looking for work
as hired labour.

Both groups may have other livelihoods for example growing crops, and use
mining as an occasional activity depending on the season, to supplement
their income.

2. Smelting and Refining

Once the gold has left the miner or mining company it will be purchased
either by refiners or intermediaries (who will sell it onto a smelter/refiner).
Smelting usually creates an unrefined bar called a Dore Bar.

Most large-scale mining operators are big enough to absorb a number of
these processes directly and may own a refinery or use a dedicated external
refinery. A small percentage of gold will stay in country for its own jewellery
market or for national investment purposes.

MODULE 3:

Photo: ‘Gold Dust’
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3. Refining to 999 purity (Goods Delivery Bars) 6

The refinery is the ‘melting pot’ through which all
gold passes on its way from the mine to the market.

All legal and illegal gold production (clean and dirty gold)
will end up at the refinery and this is where recycled
or scrap gold re-enters the supply chain.

The original source of the gold and its mining
community are not taken into consideration when
entering the refining stage.

Gold from a responsible mine may be mixed with
gold from an irresponsible source.
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References:

6: www.lbma.org.uk/pages/index.cfm?
page_id=4
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The refinery is a critical point in the supply chain where the physical traceability is lost.

This loss of physical traceability occurs for two reasons:

i) The gold coming into a refinery will arrive from many different geographical locations
and batches will be accounted for only through ownership and volume (not the mine or
region from which they have been extracted)

ii) When entering the refining stage, the many varied batches will be mixed together and
refined as one lot, the weights and value being returned to the owners proportional to what
they submitted to be refined.

The London Bullion Market Association 7 is the principle governing body for refiners and
determines the quality of the bars on the open market.

Membership does not cover the social and environmental impact of the source of the gold
or place any requirements on exporters to disclose source of production.

This is a current weakness in the ethical credentials of the gold supply chain.

 References:

7: :bid

MODULE 3:
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1. Investment bars or jewellery fabrication

From the refinery, gold is destined for three principle purposes:

Jewellery
Industrial (electronics, industrial, dentistry)
Investment (Ingots, coins, banks)

More than half of the annual gold production for 2009 was used in the jewellery market. 8

This gold was fabricated into unfinished products that jewellers require, for example sheet,
wire, casting grain, alloyed metals of different colours and components.

Of the remaining gold, about 25% was used for industrial purposes and 75% was retained
for investments.

2. Manufacturing, casting house, goldsmith’s bench.

Depending on the manufacturing requirements of a piece of jewellery, the fabricated gold
will be transformed either through casting or by a goldsmith on a bench.

Casting houses buy gold from bullion houses in either pure grain form or as an alloyed
metal (made of more than one metal).

 References:

8: World Gold Council
www.research.gold.org/supply_demand/
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The metals used for alloys are generally silver, copper and palladium.

If the casting house is buying pure gold they will alloy in the cast itself: that means adding
other metals to create the caratage (the purity value for example 9K, 18K etc.) and colour
desired by the designer.

3. Retail jeweller and brand

Jewellery is referred to as a composite product.

This means that the finished product is made up of different components such as gold and
diamonds. The materials will be from a range of suppliers and geographical origins.

The finished product ends up on the shelf of a jewellery shop and is increasingly likely to be
available via a website.

Each jeweller will have their own unique set of relationships with their suppliers.

Jewellery is a value luxury purchase by consumers, based on emotion, desirability, price
and reputational trust linked with the seller.

Consumers are more likely to purchase jewellery from a jeweller they trust.

MODULE 3:
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Section V :
MEETING THE CHALLENGES

Different supply chain
models currently
being explored by the
jewellery industry.

Case Studies:

Fairtrade and
Fairmined Gold

International Council
On Mining and Metals
(ICMM)

Ethical virtue of recycling

Key Steps
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The challenge faced by the different
participants in the supply chain is how can
we all, given the increased awareness of the
human and environmental conditions that
surround the mining of gold, help create a
supply chain that is more transparent, open
and traceable?
The supply chain for gold is complicated (as are the supply chains for silver and platinum).

The gold industry lacks transparency or traceability, which leaves the jeweller in an
uncomfortable position and vulnerable to accusations of being unethical.

This is because it is impossible to give customers any form of assurance that the gold they
are buying is from a legitimate source or, to be blunt, that it is not dirty or conflict gold.

Meeting the Challenge :MODULE 3:
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In March 2010, The Fairtrade Labelling Organisation (FLO) and The Alliance for Responsible Mining (ARM) launched
their joint standard for gold and associated precious metals. This groundbreaking standard for artisanal and small scale
miners means that under the Fairtrade scheme, for the first time in history, the marginal artisanal and small-scale
miners will have a tried and tested system that helps them to:

Improve the working conditions on the ground
Improve the health and safety at the mine
Improve the environmental performance of their mine
Create a democratic and transparent organisational structure
Ensure gender equality throughout the whole organisation

The Fairtrade Fairmined system is built upon the following foundation

A public set of Fairtrade Fairmined standards that determine the minimum and progressive requirements a small-scale
mining operation has to achieve to receive Fairtrade Fairmined Certification.

An independent 1/3 rd party auditor who verifies that the mine meets the standard and audits all the operators with in
the chain of custody against the flow of goods.

A minimum price is paid to the mining coop. This guarantees that there is no exploitation of the miners by unscrupulous
traders.

A Fairtrade Premium is paid on the product. This premium will then be used to improve their communities through
investing into health, education and infrastructure.

Consumers will see a certified label on the finished product that acts as the guarantee that the producer has received a
fair deal throughout the business arrangement. 9

Case Study :
FAIRTRADE AND FAIRMINED GOLD

 References:

9: www.fairtrade.net/716.html
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Different supply chain models currently being explored by the
jewellery industry.

This section draws on supply chain models
explored by Responsible Jewellery Council,
Fairtrade Labelling Organisation and
Alliance for Responsible Mining
When it comes to assessing the values and virtues of a particular jewellery supply chain it is
worth having an understanding of the different models that exist.

MODULE 3:
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Essentially there are four basic supply models that are relevant to the
industry:

1. Track and trace (physical traceability)

Examples include Oro Verde 11 (Colombia) or Ecoandina 12 (Argentina) that offers a fully
traceable origin of denomination system to the jeweller from mine to retail.

2. Bulk commodity system

Fairtrade and Fairmined gold will operate within this system. Bulk commodity means that
the supply of certified metal remains segregated although it might not be traceable back to
origin. Fairtrade and Fairmined gold may originate from certified sources, for example in
Bolivia, Colombia, Peru or Ecuador. It may be mixed at the refining stage, but never with
gold from outside the Fairtrade and Fairmined certified supply chain.

3. Mass balance

A company keeps records of its purchases of certified metals and delivers these to market,
but may mix the amounts with an outside source to make up volumes. So a ring may be
30% certified and 70% uncertified source.
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 References:

11: www.greengoldoroverde.org/
loved_gold/

 12: www.ecoandina.org/en/4706/
4841.html
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4. Book and claim

This process is the complete decoupling of the gold from origin and is the trade in
certificates. It is not possible to track the gold to source.

Of these four systems two of them, track and trace and bulk commodity, offer the jeweller
the guarantees they need that the metal they are holding is from a legitimate clean source.

This is because the jeweller will be able to determine source of production as well as the
standards by which that production has been mined.

Mass Balance is a step in the right direction given the current deficiencies within the gold
industry regarding traceability.

Mass Balance can act as a stepping-stone that will at least offer a percentage of a product
that is coming from a certified source.

Book and Claim does not tackle the traceability issue.

The ‘book’ is the paper trail that includes certificates and warranties.  The ‘claim’ is that a
payment has been made towards an ethical mine source. The premium paid and the source
of the product are not guaranteed as being the same.

MODULE 3:
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For example, a manufacturer may be looking to source gold for a ring.

The manufacturer may choose to pay an ethical premium for the gold, for which a
certificate is received showing that a payment has been paid to a specific mine or
community project.

The gold however is brought over the counter from the normal jewellers supplier that will
have no ethical credentials over the chain of custody.

The certificate is not proof that the physical gold is from an ethical source; the certificate is
purely proof that a benefit of some kind has been paid to a location somewhere.

Certificates can be bought and sold in the same way that any product can be traded.
Because the location of the gold mine may not be known, the social and environmental
issues associated with that mine site cannot be identified or verified.

A jeweller could be selling dirty gold, yet because they have paid a premium on the gold be
allowed to market it as ethical.
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The International Council on Mining and Metals (ICMM) was established in 2001 to act as a catalyst for performance
improvement in the mining and metals industry. Today, the organization brings together 18 mining and metals
companies as well as 30 national and regional mining associations and global commodity associations to address the
core sustainable development challenges faced by the industry.

ICMM serves as a change agent – not in areas affecting competitive positioning, but related to our members’ social and
environmental responsibilities where collaboration makes sense. Our vision is one of leading companies working
together and with others to strengthen the contribution of mining, minerals and metals to sustainable development.

We engage with a broad range of stakeholders - governments, indigenous peoples, international organizations,
communities, end-users, civil society organizations and academia - in a bid to strengthen performance and enhance
our contribution to sustainable development.  Though there are actions that companies must address alone, we believe
that on many of the tough issues the industry faces, it is only through collaboration that success is possible.

ICMM has five values that guide the work of the organization and how we interact with others:

Care for the safety, health and well-being of workers, contractors, host communities,
and the users of the materials we produce.

Respect for people and the environment, ensuring that we are sensitive and responsiv
to the values of host societies.

Integrity as the basis for engagement with employees, communities, governments and others.

Accountability to do what we say we will do and uphold our commitments.

Collaboration - working with others in an open, transparent and inclusive way as we address
the challenges and opportunities we jointly face.

References:

13: www.icmm.com

Case Study :
INTERNATIONAL COUNCIL ON MINING AND METALS (ICMM) 13

MODULE 3:
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The ethical virtues of recycling

At this stage it is important to note that recycling, an age-old practice, is currently being
rebranded and promoted to the jewellery industry as an ethical improvement.

Due to the inherent value of precious metals they are very rarely thrown away
and a good percentage of every national jewellery market is made up of
precious metals reused via the scrap or recycling route.

The virtues of recycling gold, silver or platinum are that it uses old metal
hereby reducing the pressure to locate supply from mining. The overall
impact of recycling metal on the environment is currently unquantifiable,
but clearly it will have some benefit and is a very useful practice as part
of a more comprehensive approach to ethics in the jewellery industry.
Its impact however on the human and socio-cultural rights of
marginalised and poorer communities who have to mine as a part of a
diversified livelihood is questionable.

Recycling is not a total solution to the issues in the gold supply chain,
as it does not deal with source issues. Once gold reaches the refinery, the source of
the gold is no longer known, so in the recycling supply chain the source is the refinery.
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Key steps to take to improve your ethical sourcing of metals

1. Make the decision to act.

Commit to becoming an industry leader. Draw up a statement of intent.

2. Take action.

Be sure that you know what is happening in your own business and what is happening in
your supply chain. Undertake an internal audit

Check all your publicity and marketing information (are you using the correct terminology,
do you mean ethical, fair trade or Fairtrade?)

Write to your suppliers to determine the sources for all your products.

Is the supply chain transparent and traceable, do you have (and trust) the evidence?

The supply chain audit will include information about how gold is being mined, refined,
and manufactured. 14

MODULE 3:

References:

 14: Tell the National Association
of Goldsmiths (NAG)

Supply Chain Working Group
what you have found.
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3. Work with your existing supply chain to improve on what you are doing.

Work to ensure that products you purchase come from sources that meet the highest
human rights, social, and environmental criteria at all stages in the supply chain (mining,
processing, refining, recycling, etc).

These criteria include, but are not limited to for example the list of golden rules within the
‘No dirty gold campaign’. 15

Work with your existing suppliers of gold and other precious metals at all your facilities
worldwide to introduce them to your goal of purchasing these metals from sources that
meet the above criteria. Include relevant language in all contracts with suppliers.

4. Find a new supply chain. If your suppliers do not have a traceable and transparent
supply chain and look for others who do.

5. Commit to increasing sourcing your products from recycled and secondary
sources, and set credible targets for increasing the use of these sources

 We recognize that this is not the total solution, but it is a step in the right direction as it
reduces the pressure on companies to open new mines, when resources are already
available.

G
O

L
D

References:

15:  No dirty gold campaign ‘golden rules
(also see appendix)
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6. Write to The Responsible Jewellery Council 16 to register your desire for them to
implement supply chain models that are Track and Trace and Bulk Commodity.

7. Register to become a Fairtrade and Fairmined license holder with your national
Fairtrade body through emailing gold@fairtrade.org.uk In the UK this is The Fairtrade
Foundation 17

8. Support the No-Dirty Gold campaign by signing up to the Golden Rules. 18

9. Tell your customers what you are doing and why. They will respect you for it.

 References:

16: www.responsiblejewellery.com

 17: www.fairtrade.org.uk

18: www.nodirtygold.org/
goldenrules.cfm
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