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‘Oro Verde Miners’ Choco Region, Colombia | Photo: R de Hommel
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MODULE 2:

The Challenge :
If it were not for mining, there would be
almost no jewellery. Precious metals such as
gold, silver and platinum and the diamonds
and coloured gemstones used in jewellery
are all mined products.
They may be from large-scale mines owned by multinational companies or governments,
covering vast tracts of land and making the most of modern technologies, or from artisanal
and small-scale mines worked by informal local groups with little or no equipment.
Each has its own set of unique opportunities and challenges that can if delivered in a
transparent and responsible manner deliver quality materials to the jewellery trade that
enhance the country of origin and the trade as a whole.
Customers are beginning to expect jewellers, who are at the very end of the supply chain
(which links the route from the mine to the jewellery shop), to be able to reassure them of
the integrity of the jewellery that they sell.
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Customers may want to know:

Where the materials come from?
How they were mined?
What impact (for good or bad) that process
has had on local communities and the
environment?
As a jeweller, would you be able to answer
their questions?
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Section II :
THE INTRODUCTION

Defining ethical
and fair trade
Promoting
transparency
and traceability

‘Small Scale Gold Miner’ Democratic Republic of Congo | Photo: Andre van Zyl
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MINING

Background

MODULE 2:

The Introduction :
This module aims to give a basic
introduction to the complex world of mining
in order that you can better deal with the
questions you may be asked and so make
sales with greater confidence.
The content of this module does not make for pleasant reading but we have tried to be as
honest as possible as to the impacts that mining can have and therefore the sort of issues
that as jewellers we will need to face.
Public awareness of mining issues is continuing to increase and consumer groups, press
and media are all asking questions regarding the role of mining companies in
environmental and social rights issues.
A key concern is that of conflict minerals mined by rebel groups or militia, the proceeds of
which are used to finance the purchase of weapons in regions of conflict or to finance
corrupt governments, war lords or militia.
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The welfare of miners and the effect
upon the environment of mining
activities has also gained media
coverage, with the result that
customers are linking these issues to
the jewellery that they see on display.
This heightened media exposure of the
more unsightly and abusive realities of
mining has forced the jewellery sector
into greater vigilance and a recognition
of the need for greater transparency
and accountability regarding the
source of the materials that are used to
make jewellery.

‘Illegal Land Clearance for gold mining’ Rainforest in Choco Region, Colombia | Photo: Greg Valerio
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Section III :
THE ISSUES

Introduction to
large-scale mining
(LSM)
Legislation and
financial transparency
Conflict for Land
Human Rights
and Poverty
Environmental Issues
such as the use of
toxic chemicals

‘Social and environmental problems in small scale mining’ Colombia | Photo: Oro Verde
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Introduction to artisanal
and small-scale mining
(ASM)

MODULE 2:

The Issues :
The key issues for both large-scale
and small-scale mining organisations are
those concerned with the politics, the people
and the place where the mining takes place.
Although issues are listed under these headings, the situation is complex and issues may
cover more than one of the headings. None of the issues can be looked at in isolation.
Issues include:
POLITICS (political issues including legislation and finances)
Legislation (gaining the appropriate permissions and licences and complying with
national and international legislation and operating in an open and transparent way,
embracing health and safety issues etc.)
Finances (particularly the lack of financial transparency and the difficulties of enforcing
legislation in remote mining areas and across international borders)
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Employment issues including child labour and bonded labour
Health and safety issues including disease and the spread of sexually transmitted
diseases (STDs) including HIV and Aids
Conflict with local communities for example when local communities are ill-treated
or displaced, or where there are health and safety or employment issues
PLACE (environmental issues)
The use of toxic chemicals and the pollution of local rivers and streams
Loss of agriculture or wildlife
Deforestation and soil erosion
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PEOPLE (social issues including local communities and human rights issues)

MODULE 2:

The Issues :
INTRODUCTION TO ARTISANAL AND SMALL-SCALE MINING

Artisanal and small-scale mining is a
mainly unregulated sector and in some
countries an illegal activity.
Because of its poverty driven nature it is a difficult sector to control through regulations.
The remoteness of many of the mining locations makes it difficult to enforce with what
little legislation is in place.
Small-scale mining is a marginal and poverty driven occupation. Artisanal and small-scale
miners who lack proper funding become dependent upon patrons who lend small amounts
in return for product. In worst cases bonded labour can occur. Fair prices are required, yet
not always delivered due to the remoteness of the miner from the port of export and lack of
knowledge of daily prices.
Many small-scale mines remain family businesses, where working practices are built up
over many years and finds are taken to a local village or town to be sold to trusted buyers.
Local communities may have developed ways of working which benefit the whole
community, with a strict hierarchy of expectations from workers and a division of labour
between men and women.

16|

The Issues :
INTRODUCTION TO LARGE-SCALE MINING (LSM)
MINING

Large-scale mining is carried out by large
national
or
multinational
(international)
organisations.
This global dimension introduces complexity
into the issues, particularly in relation to
legislation and regulation as the laws of more
than one country may be relevant.
While there may be benefits in having large often
well-funded multinational organisations with the
latest technology and mining techniques, there
may also be disadvantages, where the mining is
far removed from the major cities in which the
companies act and the miners can be ‘out of sight
and out of mind’ and where balance sheets and
shareholders are of key concern.

‘Blasting’ Large-scale Mine | Photo: Unknown
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References:

Top ten large-scale mining companies (Source: Raw Materials Group) 1

1: www.rmg.se/

Company

Country

Global Share

CVRD Vale.SA Rio

Brazil

5.4

BHP Billiton

Australia

4.8

Anglo American

Britain

4.3

Rio Tinto

Britain

4.3

Freeport McMoran

USA

3.3

Codelco

Chile

3.2

Xstrata

Switzerland

3.0

Norilsk Nickel

Russia

2.7

Barrick

USA

1.8

Grupo Mexico

Mexico

1.6
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2: www.debeersgroup.com/debswana

In general the large-scale mining
companies are not registered in the country
in which they mine.
They are public listed companies who raise finance on international stock markets to
fund their mining operations.
In order to comply with national legislation in the countries that are mineral rich they
may operate through subsidiary companies or enter into joint ventures with the national
governments of the countries they are working in, for example De Beers Diamonds and
the Botswana Government. 2
As they are involved in extracting a metal or mineral from the ground and converting
that raw material into a marketable commodity they need access to the land and the
mineral rights.
National governments are responsible for the mineral governance of the country.
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References:

Legislation and financial transparency

MODULE 2:

References:
3: http://eiti.org/supporters/companies

The government issues mineral licenses to companies in exchange for tax revenues or
royalties, the promise of local employment, investment into skills and training and a degree
of structural investment around the mining area such as road building.
The complexity of operating a multinational mining operation is such that they require
many specialists beyond the technical knowledge and expertise of the mining engineer in
order to comply with national and international legislation and frameworks. These
disciplines will cover aspects such as voluntary codes of practice, and international
conventions and include: finances, permissions and certification, working conditions,
health and safety, environmental protection, human rights, press communications and
Corporate Social Responsibility experts.
One of the biggest criticisms of large scale mining companies over the years has been the
paying of undisclosed fees to governments and local officials in order to achieve their
objectives of securing a mining licence and payments to military and militia groups to
secure protection and security over a mining concession.
A good indicator for judging large-scale mining operations responsible financial practices is
through participation in the Extraction Industries Transparency Initiative (EITI). 3
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Case Study :
THE EXTRACTION INDUSTRIES TRANSPARENCY INITIATIVE (EITI) 4
References:
4: http://eiti.org

Conflict for land
Almost all mining concessions have communities that will be living on or near the site
and most of the world’s mineral wealth is located in the poorer nations of the world that
often do not have strong legal, financial or political structures. This in itself causes
concern, as vulnerable communities are seldom included in management decisions
regarding the mine or their local environment. Local communities may become
dependent upon mining ventures (disreputable or not) in order to survive.
It may not be possible to satisfy both the needs of the mining company and the needs of
the local communities who may both feel equally justified in their argument for use of
the land. Indigenous people may have special protections through international
convention and national law, but if there has been no Free Informed and Prior Consent
(FIPC)5 between the mining company (and/or the subsidiary company) and the local
affected community, resentment and conflict can build up very quickly.
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5: www.culturalsurvival.org
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EITI comprises a number of principles that were agreed in 2003 and
outlines shared beliefs about accountability and management of the
resource for the benefit of the country and the citizens of that country to
create positive economic and social impacts. Public debate and independent
audits are noted as some of the criteria that should be included in the implementation of
the Initiative.

MODULE 2:

Case Study :
MONGBWALU MINE | ITURI DR CONGO 6

References:
6: www. cafod.org.uk/news/campaignsnews/anglogold-2010-01-25

An industrial mine at Mongbwalu in Ituri is likely to lead to the displacement of thousands of small-scale artisanal
miners, depriving them and their families of their only viable source of livelihood. Many of these workers are excombatants from DRC’s war-torn past. There are an estimated 9,500 miners working in and around Mongbwalu, with
more than 100,000 on the full leased area. Industrial mining is not labour-intensive and AngloGold Ashanti is likely to
employ a tiny fraction of the available workforce from the local area.
The proposed mine is planned for an area that has seen bloody conflict, in a country where millions have been killed.
Fighting has been driven by the struggle for mineral resources and armed groups still maintain a presence in Ituri,
with hundreds of UN peacekeeping troops based in the district capital, Bunia. There are fears that the presence of the
mine will provoke further community unrest in an unstable region of DRC.
AngloGold Ashanti’s application for mining rights in the area has recently been renegotiated as part of a national
review of contracts. This new contract will reveal important information about the mine and outline the
responsibilities of both the mining company and the government. Despite repeated requests from the community and
CAFOD to AngloGold Ashanti, state-owned mining company OKIMO and the DRC government, local people were not
involved in discussions about the terms of the new contract. The AGA contract prior to renegotiation was never
published in full and it is unclear whether the newly renegotiated contract will be published once it is finalised.
Mining is one of the most environmentally damaging industries in the world, creating huge amounts of waste and
using toxic chemicals such as cyanide in its processes. If poorly regulated and maintained, the chemicals from a mine’s
activities can result in devastating pollution of waterways, destroying biodiversity and agricultural land. AngloGold
Ashanti has not yet carried out an environmental and social impact assessment of the proposed mine site. The area
includes richly bio-diverse equatorial rainforest.
Local communities have been given limited information regarding AngloGold Ashanti’s mine proposals and the
possible impacts of the mine on their ways of life and livelihoods. At no time has the company – the third largest gold
miner in the world – sought the consent of the people of Mongbwalu or the surrounding areas. This lack of
information is leading to growing fear about displacement from their homes.
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The Issues :
HUMAN RIGHTS AND POVERTY

References:
7: Viega, M. & Baker, R
(2004) Protocols for
Environmental and
Health Assessment of
Mercury released by
small-scale gold miners.
Vancouver: UNIDO

With over a 100 million people working in or
living from artisanal and small-scale mining
it is the second biggest employer on the
planet (after textiles and agriculture together).
Gold mining accounts for 10 - 15 million people, the largest employer in the mining
industry. Employment in gold mining covers more than 60 countries worldwide and
includes about 4.5 million women and 300,000 children. 7 Together they mine somewhere
in the region of 500 tonnes of gold per year.
Many of these miners are typically hired labour by the landowner or concession owner,
who will not always be thinking about responsible mining. The majority of these people will
be poor and earning less than $2 a day.
It should be noted that when reference is made to miners as $2 dollar a day miners, they do
not earn $2 dollars, but the equivalent amount in their own currency that would give them
the lifestyle of someone earning $2 dollars a day and living in the US.

23|

There are many more people involved with artisanal and
small-scale mining, but the main wealth is with the companies
involved in the large-scale mining operations.

References:
8:http://web.worldbank.org/WBSITE/
EXTERNAL/COUNTRIES/AFRICAEXT/
UGANDAEXTN/0,,contentMDK:202259
52~menuPK:473833~pagePK:1497618~
piPK:217854~theSitePK:374864,00.html

The vast majority of countries that are mineral rich are classed
as poor or Highly Indebted Poor Countries (HIPC) 8 and the
need to create an income for the daily requirements of a family
or a community are very high.
With little or no social welfare system or national support
structure to assist the poor, artisanal and small-scale mining
is an attractive and quick way of making money with little or
no up-front investment required.

‘Artisanal gold mining in Kanga-Usine’ Mongbwalu, Easter Congo |
Photo: Richard Wainwright - CAFOD
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In comparison, large-scale mining employs a tiny fraction of the people in gold mining
worldwide, but produces more than 80% of the volume of gold to reach world markets and
jewellery shops each year and by default the minority own the majority of the value chain.

MODULE 2:

Artisanal Gold-Mining Countries
Africa
Benin
Burkina Faso
Burundi
Central African Republic
Chad
Democratic Republic of Congo
Eritrea
Ethiopia
Gabon
Gambia
Ghana
Guinea
Ivory Coast
Kenya
Lesotho
Liberia
Madagascar

Malawi
Mali
Mauritania
Mozambique
Niger
Nigeria
Rwanda
Senegal
Sierra Leone
South Africa
Sudan
Tanzania
Togo
Uganda
Zambia
Zimbabwe
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Europe
& Asia

Latin
America

Cambodia
China
Guinea-Bissau
India
Indonesia
Kyrgyzstan
Lao PDR
Malaysia
Myanmar
Mongolia
Papua New Guinea
Philippines
Russia
Vietnam

Bolivia
Brazil
Chile
Colombia
Costa Rica
Dominican
Republic
Ecuador
French Guyana
Guyana
Honduras
Mexico
Nicaragua
Peru
Suriname
Venezuela

References:
9:http://www.zeromercury.org/fact_sheet
/index.html

The working conditions of artisanal and small-scale miners
can vary dramatically.
The use of chemicals like cyanide and mercury, 9 the digging of
badly constructed mine shafts, mine shaft cave-ins, violence
in the work place, lack of adequate safety checks on machinery
and much more all contribute to the hazards the workers face.

‘Cassiterite mine shaft’ Democratic Republic of Congo | Photo: Andre Van Zyl
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This marginalised and vulnerable situation creates a huge and complicated problem for any
national government or international organisation concerned about the welfare and rights of
the poor and the environment.

MODULE 2:

Governments rightly take an interest in profitable mining sites and are responsible for
establishing licensing requirements while ensuring working conditions are fair and
equitable and that meaningful restoration takes place to ensure environmental integrity.
However some politicians act less generously and take profits to further their own
ambitions with little regard for the safety or well-being of miners and their communities.
Corrupt politicians and others in positions of power may even use force and the army to
control mine sites and its resources as in the case of the Marange Diamond Fields in
Zimbabwe.
Additionally unscrupulous traders can control mine production and trade illegally. These
illegal earnings may be used by local gang leaders or drug cartels to launder money or by
groups of militia who use profits to finance local wars. This is best exemplified by the
conflicts financed by conflict diamonds (blood diamonds).
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There may be huge effects on local communities before mining, during and after the
mining operations have ceased. The preparations including land clearances and the
diverting of resources such as water may cause conflict with local communities. The legacy
of mining including changed landscapes and relocated communities may be as harmful, or
more harmful, to local communities than the mining itself.
Forced removals of local communities, illegal arrests of small-scale miners, the use of extra
judicial security forces, confiscation of properties without due process and the use of
minerals to fund wars (conflict resources) have all taken place in and around mining sites.
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In discussing the issues related to large and
small-scale mining one should bear in mind
that it might not be the size of the mine itself
that is cause for concern, but the size of the
population affected by the mine.

MODULE 2:

The Issues :
ENVIRONMENTAL ISSUES SUCH AS THE USE OF TOXIC CHEMICALS

References:
10:www.ciel.org/Ifi/if
ccaseperu.html

Almost all types of metal mining relevant to jewellery require the use of chemicals to process
the metal from the host rock (ore). An ore is a rock that contains sufficient quantities of the
metal to make extraction of that metal profitable (see precious metals module). The larger
the scale of mining, the larger the amounts of chemicals that may be necessary as part of the
extraction process.
The legacy of pollution by toxic chemicals such
as cyanide and mercury has long-lasting effects,
changing eco-systems and killing wildlife.
Local communities may be forced to move away
from polluted areas in order to re-establish
agriculture and have access to clean water.
Disease and ill health caused by toxic chemicals in
the environment may cause long-lasting effects,
well beyond the active life of the mine.
Large-scale mining is environmentally intrusive.
Some of the largest sites, such as the Yanacocha
mine in Peru, 10 can even be seen from space. Once
the mining venture is complete and the mine is no
longer active mine closure, clearance and
restoration of the site becomes an issue.

‘San Martin gold mine run by Entremares - a subsidiary of Canadian-US company, Goldcorp’
Photo: Carlos Alberto Ramos O. - CAFOD
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References:
11:http://www.cafod.org.uk/news/goldcorppollution

Artisanal and small-scale mining activity can have a devastating effect
on the environment. Most notable is deforestation leading to soil erosion,
the use of mercury to amalgam gold and its contamination of the air and
its presence in the water table, which in turn affects plant and food stocks
then consumed by humans. Also water is a vital ingredient when it comes
to all forms of mining and the siltation of rivers, the redirection of water
courses, spillages of fuels or in drier conditions access to drinking
water can lead to problems. Environmental pollution of small-scale
mining sites can have devastating effects on the local environment, but
also be disastrous for local communities.
Cyanide is the industry standard when it comes to processing gold.
Other chemicals regularly used include mercury and nitric acid.
Inappropriate or dangerous use of toxic chemicals as well as accidental
spillages can lead to devastating consequences in both small-scale and
large-scale mining as in the recent case of Goldcorps Entremares
mine in Honduras. 11
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‘Yanachocha Mine’ Peru |
Photo: Reproduced with the kind
permission of ELBUENMINERO

MINING

Restoration of the site to an environment that can support the original or complimentary
balanced thriving eco-system may be essential for the well-being of local communities, and
of concern to national governments and the international world.

MODULE 2:

References:
12: (ref: The Sunday
Times 12.09.10, Child
miners slave for gold in
mud and poison by Dan
McDougall).

The use of toxic chemicals in small-scale
mining can be less well supervised than in
larger mines where there may be legislative
controls and better management processes.
Recent media coverage 12 of children under ten years old handling mercury in the smallscale gold mines in the Chimanimani mountains near the borders of Mozambique and
Zimbabwe has been accompanied by distressing photos.
They show children with peeling faces and hands. They suffer from nausea, dizziness and
headaches, coughing because of mercury fumes as they work in appalling conditions
unaware of the long-lasting effects on their health.
Some of the children are orphans who fled the atrocities of the diamond mines in Marange,
Zimbabwe where they witnessed family members being tortured or killed as government
soldiers moved in to take over control of the diamond mines. The use of toxic chemicals is
an environmental issue and can also be a human rights issue.
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How mercury is used to mine gold

The rock containing the gold is broken up with a hammer, or mixed
with water to give a muddy slurry. The gold flakes or fragments
are often too small to collect directly.
The powdered rock or the muddy slurry is then mixed with
mercury that draws out the gold. The mixing may be done by hand.
Splashes of the muddy slurry which contains mercury can cause
open sores and cause skin to peel.
The mixture is heated and the mercury is boiled off, released as
toxic mercury fumes which if inhaled can cause damage to lungs
and kidneys and brain damage due to mercury poisoning.
The gold is left behind and can be collected.

‘Children working in Quimbelete Pits’
Peru | Photo: Greg Valerio
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Case Study :
THE INITIATIVE FOR RESPONSIBLE MINING ASSURANCE (IRMA) 13

References:
13: www.responsiblemining.net

IRMA is a multi-sector effort, launched in Vancouver, Canada, in June 2006, to develop and establish a voluntary
system to independently verify compliance with environmental, human rights and social standards for mining
operations. Participants include mining companies, jewellery retailers, NGOs and trade associations.
Vision
We are working towards a world where mining operations are consistent with healthy communities and environments,
and they leave positive legacies.
Need
We recognise that there are operations today that meet this standard and some that do not. We also recognise the need
to create incentives to promote responsible practice. However, there is currently no mechanism to independently
verify operations that are likely to achieve this result or to offer these incentives. It is this need that IRMA seeks to
meet.
Mission and Goals
IRMA seeks to create an independent, third party assurance system to ensure that mines operate in an
environmentally and socially responsible manner. IRMA seeks to develop a system with input and support from all key
sectors. The following principles would underpin this system:
Independent verification;
Fair and equitable distribution of benefits to communities (including Tribes/First Nations and indigenous peoples)
while respecting and protecting their rights;
Effective responsiveness to potentially negative impacts to the environment, health, safety, and culture;
Enhancement of shareholder value.
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In summary
Both large-scale mines and artisanal
and small-scale mines face a unique
set of challenges if the integrity of the
product, whether gold, diamonds or
gemstones, is going to retain its value
in the eyes of the consumer and also
of the international regulators.
For jewellers this makes for some
uncomfortable reading mainly because
of its truthfulness, but equally because
of the limitations and powerlessness
that many jewellers feel they have in
influencing the social and environmental
impact of our upstream supply chains.

‘Artisanal gold mining in Kanga-Usine’ Mongbwalu, Easter Congo | Photo: Richard Wainwright - CAFOD
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Section IV :
MEETING THE CHALLENGE

‘Women Gold Miners’ Peru | Photo: Kiki Arnel
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What should a
jeweller do to begin
to engage the mining
sector on assisting
it in becoming more
ethical and transparent
in its supply chain?

MODULE 2:

Meeting the Challenge :
THE INITIATIVE FOR RESPONSIBLE MINING ASSURANCE (IRMA)

References:
14: Tell the National
Association of Goldsmiths
(NAG) Supply Chain
Working Group what you
have found.
15: www.nodirtygold.org/
home.cfm

What should a jeweller do to begin to
engage the mining sector on assisting it
in becoming more ethical and transparent
in its supply chain?
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
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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 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, look for others who do.
5. Commit to increase the sourcing of 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 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.
6. Find out if the gold from your supplier is coming from an EITI member
mining company?
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3. Work with your existing supply chain to improve on what you are doing.
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