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Mining & Development in Peru

Executive Summary

This report addresses the relationships bet
mining and development in Peru, focusing-
ticular experience in the Northern highland:
Piura - the Rio Blanco Project, executed by
Majaz, a wholly owned subsidiary of the Br
company Monterrico Metals.report is the wc
of an independent delegation organized anc
nated by the Peru Support Group (PSG), a
based membership organisatienPSG’interes
in mining led it to sponsor a meeting in the

of Parliament in March 2006, which showec
cant disagreements between Minera Majaz
local citizenstganisations regarding the dyni
of environment and development around th
nys exploration activitiegh\tthe agreement of
Monterrico Metals, the delegation was orga
form a third party view on théseedifes of opi
ion, and on the broader developfieets ef the
investments and activities of this UK based
ny - both thefefts to date, and those in the 1
The case is also emblematic of broader issl
the relationships between mining, society al
opment that are relevant to the operations ¢
British mining companies in Peru.

While Peru has a long history of mineral ex
investment in the mining sector has increas
idly since the early 1990s, a difext @&ff policy
reforms of thdberto Fujimori government.

Between 1990 and 1997 investment in exp
increased 90 per cent worldwide, four fold i
America, and 20 fold in Peru. By 2003 mini
accounted for 57% of all exports in Peru, a
of foreign direct investment between 2001 :
2003The 1990s saw the aréectdd by mining
concessions increase from 4 million to 16 r
hectares, such that by desamtel around 55%
Perus six thousand or so campesino (peass
communities were in zones influenced by n

Given the large profits being made from mi
time of significant mineral price increases,
the light of the very limited evidence that m

has contributed to sustainable local development in
Peru, this territorial expansion has generated
increasing social confisiong those protesting
current mineral development there exists a range of
views: from those who are against mining at all
costs, to those in favour of mining but demanding
what they deem to be a fairer distribution of the ben
efits, to those who insist that mineral expansion be
managed in such a way that prioritizes the defence
of human, economic, social and cultural rights and of
the environmeifiitbese conflicts have been visible in
the national press and in the electoral campaigns of
presidential candidates.

These mobilisations have thrust into public debate a
basic principle of economics - that development and
social life involve trads-dflany argue that the
potential tradesofit stake require far more careful
thought and analysis than is currently the case in
PeruThis is particularly so for Piura, as the mine
proposed by Minera Majaz would constitute the
regiors first large metal mine. Given that the compa
ny estimates it will be amongsReputwo copper
mines, and possibly one of the very largest in South
America, the social and economic transformations
that it would induce are likely to be great.
Furthermore, the company suggests that the current
ly proposed mine would likely be the beginning of a
much larger ‘mining disffiets means that the
potential environment and developfeets ef Rio
Blanco cannot be discussed independently of the
impacts of this wider distiiese issues are partic
ularly important for Piura for three main reasons.
First, public investment needs far surpass regional
government revenue, a spending gap that could
potentially be reduced by tax and royalty income
from mining. Second, much of Piura is desert or
semi-desert and its agriculture is acutely dependent
on the quantity and quality of water draining from the
regiors eastern highlands, where the Rio Blanco
Project is locatdthis sector has begun to grew rap
idly with both large enterprises and small and
medium farmer organisations supplying internal and
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external markethis growth would likely teetaf
ed by diminutions in the quantity and quality
Even among interviewees not opposed to mi
development the delegation encountered the
that mining needs to be planned jointly with \
resource management and development, an
this requires strategic thinking and planning «
that the current process for approving mining
does not alloWhird, Piura has already been tt
of a high profile conflict that ultimately led to
departure of the Canadian junior company

Manhattan, from its exploration &tmlmgrande

The copper deposit at the Rio Blanco site we
fied in the early 1990s, and rights to its explc
have passed among diverse companies until
fully acquired by Monterrico Metals in 2003.

sequent years, Monterrico has established tf
a very large deposit centred on a site named
Hill.The same period has also been one of €t
able unrest in the region which to date has le
loss of two campesitioe’s, as well as several

maimings, injuries, arrests and lawsuits. Up L
2006 the company explained this violence-as
sequence of disinformation, agitation and pol
manipulation of the local population, while ac
explained it as a consequence of company b
and legitimate local concerns about the poter
ronmental and socitgas of the mirihe conflic
between these various actors assumed visibi
national press and television, as well as inter
visibilityincluding the exchanges among vario
ticipants at the meeting in the Houses of Parl
March 20086. It also gained the attention of th
Peruvian Ombudspesofite (the Defensoria ¢
Pueblo), which opened an investigation into t
of human and citizenship rights in the zone.

This report reconstructs events in the Rio Ble
area since 2003 and on that basis assesses:
relative accuracy of the statements made in
2006 by Monterrico Metals/Minera Majaz anc
representative of local activist groups; (i@ctise
of the exploration phase and any future mine
on the economic opportunities, human,secur
empowerment and overall freedoms enjoyed
local population; and (iii) fieetefof the explora
phase and any future mine project on the en
ment. It also explores (iv) the wider issues el
in this conflict.

First, the Delegation concludes that as curre
designed the mmactual and potential enviror
tal impacts will not be as great as cargamésa
tions suggest. Conversalizen organisations’

claims of inappropriate company behaviour v
considerable degree justified and company s

cantly understated the level of conflict between the
and communitidhere is evidence that the compa

ny did not enjoy legally adequate permission from the
communities @inta and Segunda y Cajas to be
operating on their lafgere is also evidence of
communities retracting in writing permission that may
have been inappropriately given by their Tdaalers.
Ombudsperserdfice concluded that the presence

of Minera Majaz on these community lands is not
grounded in law

ments on this issue in the UK and Peru have signifl

In the second domain, the presence of the company
has had margindkefs on economic opportunity

and has been accompanied by increased real and
perceived human vulnerability and declines in overall
levels of social empowerri@iet.capacity of

regional society as a whole to act collectively has
weakened, and the scope for reasoned public debate
has been significantly curtailed. More significant, per
haps, are the changes that would ensue should a
mine exist in the zohleree main causal chains are
invoked to argue that mining is the means to local
economic developme&he first chain operates

through the misenultiplierfetts via labour and

product markets. Experience in Peru suggests that
this chain is relativelyféutifze in promoting local
developmenthe second chain operates explicitly
through Minera Maasdcial development pro

gramme. Here the argument is that this programme,
by supporting local enterprise and produetion sys
tems, will increase local incomes and employment.
Currently the programme does not seem significantly
diferent from other community and rural -develop
ment programmes that, it is now widely accepted,
have had disappointifigees on economic dimen

sions of poverty in AmelesThe third chain is the

least direct, but the most talked of, and operates via
the canon minero. Here the assumption is that mines
will pay tax and royalties that local authorities will use
to invest in development. Hovthese authorities

are currently subject to severe capacity constraints,
and legislation hinders the translation of these
resources into development. Royalty rates also
appear low by international standards.

On balance, the developmtautefof Minera

Majaz presence have not been positive, and look

ing to the future there is no guarantee that they will
become substantially better except for the injection of
canon and royalty payments.

In the third, environmental domain, the impacts of
the mine as currently designed may be manageable,
though to ensure this will require aorigldcted

to the highest of standards and independent moni
toring. Our greatest environmental concerns relate to
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the projestlikely knock-offieets. Presentatio
by the company package the project as pa
far larger mining district; and other conces
are already held in areas adjacent to the p
this is so, environmental impacts will be fa
and will in all likelihoddcafwater quality and
guantity draining west into Piersh&kefore
conclude that assessment of the prejedton
mental impact must include these \iedes. ef
Whether the Rio Blanco Project goes ahec
will have significant influence on how far a
rapidly the mining sector can open a new 1
of expansion in the North of Peru. One of 1
important lessons of this Delegation is that
nificance of the Rio Blanco Project is muct
than the mine that the company hopes to ¢
on Henrg’'Hill, and which will be the subjec
Environmental Impassessment (EIA) to be
mitted in early 2007.

The conflicts around Rio Blanco have far w
importance in other ways, raising questions
the mining sector as a whole, and about ho
relationships between state, citizen and bus
might be managed so as to strengthenskiér
unconsolidated democrBEoy Ombudsperson’
report on Rio Blanco, released in Nqwemmbe
cludes that the case demonstrates chronie
cies in the governance and regulation of mi
exploration in Peru. It argues that these del
undermine legally and constitutionally manc
human and citizenship rights in Peru, partic
rural poor whose rights are already vuliéi@
Ombudsperson concludes that the impleme
of the Rio Blanco Project has violated comr
membersights to property determine the we
in which their property will be used, and to i
participation in decisions about develdpragr
conclude that these violations of rights deri
lack of clarity in the regulations and practice
Ministry of Energy and Mines (MEM), and t
the information that MEM was given by Min
Majaz at the time of giving it the green light
large scale exploration, the Ministry would t
known that it was violating these Tightsase
has become emblematic of profound deficie
the Ministrand of the inability of local popul
to do anything about these deficidriaes.
Delegation also concludes that the case sh
dramatically - how non-violent protest and-t
ocratic process have completely failed loca
tionsThis is dangerous in Peru, and helps ¢
why local groups opt for direct action and h
lence emerges around mining conflicts.

The Delegation therefore concludes that, unless
managed in a way which takes all these sources of
grievance into account, and that is determined
above all else, to prove that the democratic
process works as much for ordiwemyand
indigenous people as it does for a foreign owned
mining compartiie Rio Blanco project could elicit
further violence and/or the deepening of authoritar
ian political practic€kere is certainly a desire

for each of these (violence and authoritarianism)
among some of the important stakeholders in this
conflict, and the Delegation is not alone in- conclud
ing that many of these stakeholders (in state, civil
society and the company) are not interested in
genuine dialogue. In this setting, if Rio Blanco fails
to be sociologically intelligent, though it may gener
ate economic opportunities, it will fail on all our
other criteria for development: empowerment will
be compromised, freedoms will be compromised,
human security will be compromised.

Given the lack of trust and the limited scope for
rational public debate in Rio Blanco, it is important
to conduct a far more thorough and completely
independent assessment of the likelg ef the
project, and of the mining district which it would ini
tiate.This is critical for informed regional develop
ment planning and also for citizens to form their
views on mining, be this through some form of ref
erendum (which the Delegation tends to prefer) or
other mechanisms. Should the mine go ahead, and
given the very uncertain causal links between
mining and local sustainable development, it will
be important that these linkages are governed in
as legitimate and competent a way as pAssible.
present, it is not clear which public or private insti
tutions actually have this legitimacy - and in neither
Lima nor Piura, did the delegation hear enthusias
tic support for a mineral development project led
by Minera Majaz, largely because of its history of
community relations and behaviour in the zone.
Much creative thinking is required to imagine these
possible governance arrangements. For Rio
Blanco to be socially viable it has to be the very
best mining project in Peru, one that ensures that
mining fosters development, and challenging the
mining sector as a whole to perform far more com
petently than it has to date in Peru.
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Monterrico Metals

Responding to this report

The Peru Support Group invited Monterrico Metals
to comment on this report in advance of its publica
tion, with the intention of incorporating their com
ments in the report. Howexehis time,

Monterrico Metals are infan périod, due to a

recent approach by a Chinese conglomerate to buy
Monterrico Metals. Consequaltbigugh

Monterrico Metals would have liked to comment on
the report, to put their side of theastdrio

respond to what they consider certain misappre
hensions and factual inaccuracies, they were
unable to do so due to the constraints imposed by
United Kingdom rules governing take-overs.

The report includes information on several of Peru
Support Group's contacts with Monterrico Metals
prior to and during the delegation's visit to Peru.
The PSG is grateful to Monterrico Metals-for facili
tating the delegation's visit to the Rio Blanco mine.

Mining & Development in Peru
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Part | Rio Blanco in Context

Chapter 1
Introduction

1.1 This report addresses the relationships
between mining and development ih IIPenes so

by focusing on a particular experience in the Nc
highlands of Piura - the Rio Blanco Project, exe
Minera Majaz, a wholly owned subsidiary of the
company Monterrico Méetéls.case was selected
various reasons: this was a British cpopmating

a particularlyfaitilt and conflictive context and w
therefore of interest to British citizens and gove
concerned about the behaviour of UK firms ove
The case is also emblematic of broader issues

relationships between mining, society and deve
issues that are also relevant to the operations ¢
British mining companies in2PEne. report therefa
attempts to speak to both the general and the s
its analysis.

1.2 An analysis of the relationship between
and development is immediately complicated bt
the notion of ‘developnigiiself a slippery one, ai
while we might all be able to agree on what we
the word ‘mining’, this is far less likely to be so
word ‘development’. Indeed, one theme in the r
that many of the conflicts that have occurred ar
ue to occur around Rio Blanco reflect deeply fe
agreements aboevtatdevelopmerstiould mean fo
this regionyhoshould define this development, a
whoshould be entrusted with the responsibility-¢
ing that it occurs according to this definition.

1.3 This means that we ourselves must be
on what we take ‘developrtebé in this repore W
have opted for a relatively mainstream meaning
grounded in ideas of tloeld\Bank and of Nobel
LaureatéAmartya Sen. In this approach we unde
development as a process that involves poverty
tion and the expansion of human freddoous on
poverty is particularly appropriate because man
that mining is one of the very few viable strateg
reduce poverty in large parts of the Peruvian hi
(and some in the industry would argue the only
One of the tasks of this report is to reflect on th
and assess its validity for the case of Rio Blanc
order to do so we need a working definition of
reduction, and in this we use the approachaofdt
Banls flagship Wd Development Report of

2000/2004ttacking Pove(tyorld Bank, 200That

report argues that poverty has to be understood along
three dimensions: economic opportunity (essentially
income), human security (economic, social and environ
mental vulnerability) and empowerment (self-confidence,
public participation and ability to express opinions freely
and without risk of repressibese three pillars not

only help define what poverty is (lack of opportunity
security and power), they also give a working model
regarding how it might be reduced (namely through
enhanced opportyretyhanced security and enhanced
empowerment).

vigorous and open public debate on
development and on the actions of
state, business and civil society actors is
important in ensuring the protection and
enhancement of freedoms

14 Our second definitional base comes from
Amartya Senhotion dbevelopment as Freed8en,

1999). In this reading, development involves the promo
tion of greater freedoms for ordinary people: freedoms
fromafflictions (such as hungmience, lack of shelter
insecurity) and freedooenjoy fulfilments (such as

those that come from voice, expression, creativity and
unencumbered participation in social and political life).
Once again these freedoms are understood as both
measureandsource®f developmeiitius, for

instance, while voice is a measure of development, it is
also a cause of it: famine has never occurred in areas
with a free press and citizenry says Sen, suggesting that
voice and democracy themselves help foster feod securi
ty and poverty reduction. How? because the possibility
of free, vigorous and open public debate on develop
ment and on the actions of state, business and civil soci
ety actors is important in ensuring the protection and
enhancement of freedadrhs. \l@rld Development

Report (2000) argued much the same. It emphasized
that poverty reduction would be enhanced to the extent
that citizens had access to local state and government
institutions, could expect fair and impartial treatment
from those institutions, and could do so in the knowledge
that these local institutions were gaining progressively
greater capacities to incorporate and respond to citizen
concerns. In a similar vein, the UK Department for
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International Development emphasises that po\
only be eliminated with a commitment to good ¢
nance (DfID, 2006).

1.5 These two relatively mainstream source
World Bank akiartya Sen - thus give us gener
metrics for assessing the relationships between
and development in Peru. What, to date, have |
efiects of mineral development on economic op
human security and empowerment for ordinary
Peru, and in highland Piura? What have bdenott
of mineral development, in Peru and in highlanc
on citizenf'eedomfromand freedontg”® What
have been thdexfts of mineral development on t
quality and freedom of public debate, and on th
siveness, impartiality and capacities of state ins
especially at a local level?

1.6 The report is divided into two Phedirst (
these contextualizes the Rio Blanco Project, the
surrounding it, and the work of this delegation.
first Part of the report, and following these brief
important definitional observations, Chapters 2
out some of the wider context of the Rio Blancc
This context is treated at two levels. Chapter 2
on the relationships between mining, developm
democracy and the environment in Peru as aw
while Chapter 3 takes a similar reflection down
level of the region of Piura. Chapter 4 then pres
specific context of the Rio Blanco Project. It bri¢
describes the compahg mine site and the socia
ditions in the immediate area of the site. It reco
ments of the social conflict that surrounded the
almost from the moment Minera Majaz became
in it, and explains how this conflict was taken b
UK.This latter point helps explain the origins of
Delegation, which are also discussed. Chapter
explains briefly how the Delegation worked whil
Chapter 6 recounts events surrounding the proj
that have occurred since the idea of sending a
Delegation was initially prop@sead section also-d
cusses recent changes in the company Montert
MetalsAt the time of putting this report to bed,
Monterrico Metals became the subject of a take
from a Chinese conglomerate. Given the very r
still unresolved nature of this bid, the report has
mented at all on it, even though it may prove v
cant to the future of the project.

1.7 Part Il constitutes what are probably the
important discussions in this document, and ex|
core issues in the relationship between mining,
ment, environment and democracy in the Rio B
area. It does so in four ways. First, in Chapter i
responds to the Delegatiomost specific charge w
was to assess the validity of statements that ba
company and civil society actors have made ah
conflict. In Chapter 8 it then analyses the relatic
to date and in the future, between the presence

Minera Majaz and development in theTegitwl.

lowing chapter discusses the environmental impacts
and implications of the Rio Blanco Project, and then
Chapter 10 explores wider institutional issues that will
bear very specifically on the possibility that mining in
Rio Blanco might translate into development, environ
mental security and the consolidation of democracy

1.8 The final chapter is also important. It draws
our overall conclusions about the significance of what
has happened in the Rio Blanco Project, and about
what might happen in the future. Our main argument is
that Rio Blanco cannot be considered in isolation, as a
single one thousand hectare project on a place called
Henng Hill. For the purposes of development thinking,
it is more usefully considered both in terms of the
issues it has raised for the governance of the mining
sector in general in Peru, and of the implications it has
for what is likely to be a significant transformation of
landscape, society and environment that will ripple out
from this project - a scale of change not broached in the
discussions of the merits and demerits of individual
projectsThe report closes with an extended reflection
on possible ways forward in the Rio Blanco area.

1 In this wayt builds on an earlier PSG publication (PSG,
2005).

2 Britain is a significant source of investment in the Peruvian
mining sector and a number of important and junior-UK compa
nies have fides in Peru.

3 Though relatively mainstream in their substantiation, these
metrics broaden the conversation about mining and develop
mentAt least in the Peruvian context, much of this discussion
has focused on the potential contributions that mineral extrac
tion might make to income (through jobs and nfeltiglier ef
social services and infrastructure, primarily through that propor
tion of taxes that mining companies pay and that are returned
to the regions in which mining occurs. 5
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Chapter 2

Mining, development, democracy
and the environment in Peru

2.1 Peru has a long history of mineral extre
not all of it felicitous. Mining has given Peruviar
importance in a world they might otherwise not
enjoyed. In the time of the Inca Empire in the- 11
tury - and indeed for three millennia before - pre
metals were mined, smelted and worked/tily
the first Spaniards arrived in 1532 gold and silv
lending grandeur to the Inca emperors, their rel
sun-worship and their courts, notably that at Cu
Once the Spaniards realised the riches of the ¢
which they had invaded, there followed an influ:
European fortune hunters who sought and foun
cious metals throughouftides andfettively
enslaved those who lived there - with conseque
which still vitalljeat Peruvian society and nurtur
deeply rooted resentments (in the woiat$doBavik
2005). Pizarro, the leading conquisitd@milestol
when he captured the Inca eniteturalpa at
Cajamarca and announced that he would regail
freedom if he had a chamber filled with of gold
Spaniards. Ondgéahualpa had arranged that, Piz
murdered hifmhe wealth the Europeans won fer
selves and for the kings of Spain meant that Lir
became a glittering, @gat of a vice-royalty from \
much of the rest of Spanish-speaking\Bauita
was governed.

2.2 The conquest was, in some sense, a st
over precious metals, a struggle in which some
more able to repress and kill than others. In the
Republican and modern periods, minerals and |
continued to occupy a complex position in Peru
ety and economy: a source of wealth, foreign e
employment and subsistence, but also of conflis
labour relations and the environmésttd ef minini
and smelting on the lands, crops, water and an
peasant communities (Long and Roberts, 1978

2.3 When Spanish power was broken and !
America achieved its independence from the El
colonial powers at the beginning of the 19th cel
Peru began to lose its primacy in the region tha
memories of the prosperity mining had brought
ued to mould Peruvian thinking. In 1879 war br
and the once ill-regarded Chileans to the South
had been making new fortunes from mining, co

Peru and Bolivighey took land from both of them and
occupied Lima for years. Since then Chilean success in
becoming the warlidirgest producer of compigging

it out of deserts which once belonged to Peru or Bolivia
and then transforming it into modernizing and poverty
reducing development, has been something of a point of
reference. Ming in late 20@9an Garcia (Garcia

2005) lamented the fact that while Chile exported $2,131
per head of population the corresponding figure in Peru
was a mere $457. His publication made it clear that he
wanted to close the gap withsPeruthern neighbour

In this ébrt Peru, he said, would emphasize export ori
entation, in particular from the highlands. Consistent with
this position, once in power the government has devel
oped good working relationships with mining companies,
retracted on campaign commitments to revise upwards
their tax and royalty commitments, and sought to medi
ate in and resolve disputes between some of the largest
mining companies and mieetafl communities (El
Comercio/del Castillo, 2007).

it is hard - arguably impossible - for the
mining sector to point to any locality in
Peru where the expansion of mining has
led to significant human development
for the local population

24 Indeed, in an already conflictive country in which
everyday and organised forms of violence along racial,
class, gender and regional lines have a longhisigry

(like land)has often served as a lightning rod, channelling,
expressing and sometimes amplifying these deeper con
flict® In some celebrated cases - for instance, the
decadedong tussle between Southern Peru Copper
Corporation and the town of llo - these conflicts are not only
between communities and mines, or between class and
ethnic groups, but have also pitched town against mine.

25 There can be no doubt that mining has made
important contributions to $£ecanomyand is one of

the activities feeding contemporary growth processes.
One of its contemporary heritages, then, is a relatively
stable macroeconoAmnpother heritage, howeaser

what are today commonly referred to as the ‘pasivos’
that the contemporary mining sector has to deal with.
‘Pasivbis perhaps best translated as lidigse lia

Mining & Development in Peru



Box 1

Mining, acid mine
drainage and
pasivos ambientales

The general definition of 'ore' is
a naturally occurring material
from which minerals of economic
value can be extracted at a
profit. Ore minerals are the spe
cific minerals containing the
commodity of interest. ‘Gangue
minerals' refer to material so inti
mately associated with ore that it
has to be mined with it, and later
removed by various crushing,
grinding and separation precess
es.The 'host rock' is the rock
surrounding the ore and gangue,
which, like the gangue, has no
valueTo illustrate these relation
ships, consider the following
example for a gold ore:
Agold-bearing quartz vein 1 foot
thick occurs in a granite-intru
sion.The quartz vein contains
arsenopyrite and pyrite in addi
tion to native golde 'ore' in

this example is the quartz vein
material where it contairfs suf
cient concentrations of gaid.

ore mineral is native gold.
Gangue are minerals in the vein
associated with the gold, like
quartz, arsenopyrite and pyrite.
The granite is the host rock.

During the extraction process,
host rock is removed to access
the oreThis 'waste rock' is
stored in large piles on §he.
waste rock can and often does
have some toxic metal content.
The ore is then crushed and

bilities are talked of mostly in environmental terms 2.6
(‘pasivos ambientalesdr{g\Bank, 2005hese
include, among others, acid mine drainage (set
1), damage to water resources, untreated and
aged tailings heapo(M/ Bank, 2005) - liabilities
which few assume responsibility after compani
closed, gone bankrupt or been nationalized. Sc
these liabilities are of international renown, in
lar that of the La Oroya smelter and its surroun
area, recently identified as one of the igarldost
contaminated places (BBC, 2006). But more ge
in Peru the names Pasco, Hualgayoc, La Oroy.
Huancavelica conjure up the notion of environr
damage and absence of human devel®pment.

separated from the host rock.
Tailings (also known as tailings
piles or slickens) are the materi
als left over after removing the
ore. Large-scale operations often
leave huge piles of this material
on siteTailings piles are large
sources of pollution because: (a)
non-economic gangue minerals
are concentrated in the tailings
piles; and (b) the large rocks
have been mechanically and/or
chemically transformed into very
small particles with high surface
areas that result in very high
rates of weathering that release
the toxic metals in the gangue.
Particles of toxic metals blown
by the wind or leached by rainfall
can contaminate surface water
and groundwater

The release of these common
metals can cause acid mine
drainage and the export of toxic
metals in surface and groundwa
ter a phenomenon that is per
haps one of the most serious
and pervasive pasivos ambien
tales that Peru has inherited
from its old and not so old
mining histocid mine

drainage (AMD) occurs because
of the exposure of sulphide-bear
ing minerals (such as pyrite) to
air and wateforming sulphuric
acid.This acid dissolves metals
such as lead, zinc, copper
arsenic, selenium, meraumg
cadmium, into ground and sur
face wateAcid mine drainage
can poison ground and drinking
water and destroy aquatic life
and habitat. Commonly mined
ore bodies that pose the risk of

acid rock drainage include gold,
silver coppetiron, zinc, and
lead. Note that the primary min
eral mined at Rio Blanco is
copper in a pyrite matrix.

Acid rock drainage (ARD) is the
natural release of metals i sur
face and ground waters that
occurs when water contacts the
mineral deposits before any
human perturbations caused by
mining activities. Many sites that
have deposits of economie min
erals have naturally-occurring
ARD. In general, destruction of
aquatic habitat ARD is much
less extensive thaliD.

Disseminated ores consist of
small particles of valuable miner
als spread more or less uniform
ly through the host rock, as dis
tinct from ores in veins described
above. Mining of disseminated
ore produces much more waste
rock and tailings piles because
the valuable mineral is dispersed
through a larger volume of rock
compared to ore concentrated in
veins. Large quantities of host
rock must be excavated and
processed to concentrate the ore
of interest. Large open-pit mines
are often used to extract dissem
inated ore3he Rio Blanco

mine is composed of disseminat
ed ore that Monterrico rate at
0.57% copper and 228 parts per
million (ppm) molybdenum.
Processing the disseminated
copper and molybdenum will
produce large quantities of waste
rock and tailings piles.

Perws contemporary mining sector - eompa
nies and government - often argue that the existence
of these environmental liabilities is what makes it so
dificult for mining companies to find open-armed local
support for their activities. Havikediabilities that

have been left behind by modern mining history are as
much socio-economic as they are environmental.
Indeed, it is hard - arguably impossible - for the mining
sector to point to any locality in Peru where the expan
sion of mining has led to significant human develop
ment for the local population. While this does not nec
essarily imply that future mining will have the same
efects, it makes the ‘marketing' of new projects prob
lematic. It also gives activists who are sceptical of

mining a wide range of examples to chose from wHén
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they want to suggest to others that mining may
panacea for local developm&he fact that mining
has a ditult sales pitch in this regard was recetr
acknowledged in an IFC organised event on ex
industries in Lafimerica - the focus of the event
on the poor relationship between extraction anc
development, and the underlying message was
even if mining (and hydrocarbons) have made i
contributions to national development, their laci
butions have been far more limited, and someti
ativeThe decision in late 2006 that mining com|
would make an additional (and significant) volu
contribution to fund local development likewise
tutes an industry recognition that it has to be se
doing more for local developfent.

MEM'’s functions are designed with a

conflict of interest built into their very

core. The Ministry’s role is both to pro -
mote mineral investment, but also to rein

it in if this investment causes environmen -
tal and social damage

2.7 These liabilities are what characterize, i
language of the mining sett®rold miniraf’Peru,
where ‘oldéfers as much to particular corporate
and technologies as to firhis is ddrentiated in
sector parlance from the period of ‘new-raipgd:
that dates back to the early 1990s. It is argued |
period of ‘nemining is characterized by more mc
cleaner technological options and more respons
porate behavioliris also characterized by rapid ¢
Indeed, since the mid 1990s, and in response t
of changes in mining and tax éatiesmining indus
has expanded rapidly as both ,samibvery many
junior companies (among these Monterrico Met
become active in the country (Bridge, 2004). Be
1990 and 2000, mining investment increased fi\
and by the year 2000 three depafthoéiie countr
had between 30 and 50 percent of their terrain |
mining claims, and a further seven had betweer
30 per cent (BURADO5)At a national level, the 199
saw the areafefted by mining concessions incre
from 4 million to 16 million hectares, and by 19¢
around fifty-five per cent ofsParuthousand or so
campesino (peasant) communities were in zene
enced in one way or another by mining (de Ech
2006)The Wrld Bank (2005) notes: “While betwi
1990 and 1997 worldwide investment in explora
increased 90 per cent, and increased four fold i
America, in Peru it increased 20 fold.”

2.8 In this process of expansion, mining ha:
become yet more central to the national eaodan
particular to macroeconomic manag&ithenigh the
mining sector only accounts for approximately 6
GDR! 50% of Peruforeign currency is generatec
mineral exports - indeed, over the period 1990~
eral exports passed from US$ 1447 million to U
million (Cooperaccion, 2006). In 2003, mining a

for 57% of all exports in Pesdd\Bank, 2005) and

55% in 2005 (Dorman, 2006). Mining has also become a
pole of foreign direct investment, and between 2001 and
2003 accounted for 37% of FDI in Peidi BaNk,

2005)The macroeconomic importance of the sector has
also meant that the Ministry of Energy and Mines (MEM)
has become a particularly powerful Ailiting leg

islation and regulations have been designed in such a
way that they have enhanced this Pbuseit is that all
decisions about mine project development and approval
are taken within MEM. MEM grants concessions; it
reviews and approves (or not) the Environmental
Evaluations (Evaluacidkrabientales) that allow con
cessionaires to proceed with exploration; and the MEM
then reviews and approves the Environmental Impact
Assessments that companies prepare in order to move to
the exploitation phase. While there is consultation on
these Environmental Impsséssments and

Environmental Evaluations, the process mékek it dif

for many rural residents to participate, axttvelyst

women and those who do not read or write well
(Defensoria del Pueblo, 2006a). Just as imploetantly
MEM intermediates this consultative process: it transmits
public observations to the comgashyhen itself

decides if the company has responded fthibeem.

making observations are not notified as to if or how the
company has responded to them. Once approved, and
the project moves to the exploitation phase, the MEM is
responsible for monitoring the environmental and social
performance of companies against the standards laid
down in the Environmental IrApaessment.

2.9 MEMS functions are designed with a conflict of
interest built into their very €bheeMinistgytole is

both to promote mineral investment, but also to rein it in
if this investment causes environmental and social
damageAs MEM’power clearly comes from its contri
bution to economic growth and its cultivation ef relation
ships with international and national companies (and not
from the relations it cultivates with environmental and
social justice organisations nor from its performance in
protecting the environment), the conflict of interest leads
it to privilege investment over environmental and social
protectiorThis is suggested by the fact that to the best

of our knowledge it has yet to reject a mining investment
project from proceeding on the basis of its environmental
impact assessmehi\orld Bank report on the social

and environmental dimensions of mining concludes:

“This report comes to the conclusion that there is still
only very weak political will to attend tesramiitgh

mental problems and to resolve the contradiction that is
perceived to exist between promoting and regulating
mining activity” ¢iM Bank, 2005, Executive Summary)

2.10  This conflict of interest has recently become a
point of growing debate in Peru and on January 24th,
2007El Peruand published the text of the new Law
28964 which passes post-project approval environmental
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monitoring to another part of government, OSIN
ERGMIN¢ MEM however retains its judge and ji
in all other respects as it will retain control over
approval of Environmental Evaluations and
Environmental Impassessments (EIA) and over
monitoring of social impacts (this going agdast
Bank recommendations in 2805).

2.1 Accompanying this growth in investmer
extractive industries - and not unrelated to the ¢
mised position of MEM - there has been an eqt
remarkable surge in social mobilization and cor
against mining, or particular aspects of mining ¢
behavioutn 2005 a report to the PerD@fansoria
del Puebl©OmbudsperssrDfice) recorded thirty
three separate conflicts related to mining (Orme
2005), and theovldl Bank noted that at least fiftet
mining zones werteeafed by conflictsofi! Bank,
2005). In 2006 the Defensoria reported that sor
of every ten conflicts in the country are related
(ElI Comercio, 200B)ere are many explanations
this conflicA World Bank (2005) report on mining
Peru, for instance, commented that: “expectatic
ed by [mining] developments are damaged by t
done to the environment, on the one hand, and
on the use and distribution of mining income, ol
other’ Other factors are also at jpfgortant among
them is that the combination of new extraction 1
gies and rapid rises in global prices for minerals
meant that deposits that were previously unkno
commercial, have become not merely viable bu
cases of great potential profitasli@yconsequence
of these global changes, mining activity has grc
only in Pesutraditional mining districts but also,
perhaps more importairtlgreas with no significal
mining tradition - one of which is Piura and the
which the Rio Blanco project is located.

It ought not to be surprising, then, that
rural people show some inclination to
rebel in the face of the dramatic
changes and palpable risks that mining
is perceived to bring with it

2.12  Much of the worst conflict over mining ir
has been precisely in these arkasabsence of any
mining tradition, coupled with the damaging imay
pasivogust referred to, leaves many residents of
areas with a strong sense of uncertainty and ha:
face of possible mining expansiohl @B%nk, 2005).
This is a critical observation, especially if viewed
the optic of the long literature on peasant uprisin
and across the worldis literature teaches us that
important source of such uprising is the perceive
that peasants feel when structural changes pres
unravelling of old ‘moral econdhgieehsured subsi
tence and livelihood to rural people. It ought not
prising, then, that rural people show some inclini
rebel in the face of the dramatic changes and pe
risks that mining is perceived to bring with it.

2.13  The spatial and economic growth of mining
has itself brought into being a range of new social
actorsThe most nationally visible of these has been th
National Confederation of CommaAihiasd by

Mining (CONACAMI), which emerged in the late 90s and
has more recently developed important rootsAn Piura.
the same time, the conflicts have induced changes in the
mining sector itsélfie National Society for Mining,
Petroleum and Energy (SNMIPE} a socialfairs
commission that is, for instance, currently working on
relationships between communities and mining compa
nies; and individual companies have created and/or
grown their own social development and community rela
tions programmes in the areas of influence of their mine
sites. Several specialist NGOs have also emerged to
work on mining issues. Meanwhile, rights-based organi
sations - from human rights organisations to international
development groups - have been drawn towards mining
(and extractive industries more generally) because of the
belief that the ways in which the sector has evolved have
compromised both basic human rights as well as a
series of social, cultural and economic rights (such as
the rights to safetpice, participation and secure liveli
hood)This has generated something of a backlash
against rights based organisations in Peru reflected, for
instance, in a wave of press stories and government
declarations about their failings, and recent legislation
increasing government influence over their operation.

2.14  Likewise a series of new actors have emerged
at a local level. Defence Fronts have been created in
various places as vehicles for bridging civil society and
government actors concerned about mining develop
ment. In the north of Peru (both in Cajamarca and in
Piura), theondas campesir@gasant vigilance organi
sations initially created to guard against cattle rustling
but which have subsequently assumed a wider range of
governance, anti-subversion and even judicial roles)
have also assumed mining as an issue on which they
work and over which they exercise vitfilance.

2.15 The emergence and reorientation of relatively
consolidated actors - local, national and international -
has not only been a result of these mining conflicts, but
also bears on their subsequent dynEineiesis a

strong current of opinion among parts of the industry
Congress and the governing party (APRA) that these
organisations accentuate conflict (and therefore obstruct
sector expansiomhis view would appear to have
informed the decision in 2005 to de-register CONACAMI
from the list of NGOs held by the Péweray for
International Cooperatto@onverselynany civil seci

ety organisations working on mining issues argue that
they have emerged in order to protect rights and in many
cases to foster dialogue and consultation. Many of them
are also clear that they are not anti-mining in general -
but do insist on forms of development (of any sort) that
are inclusive, foster local development and above all
respect poor peopleghts. 5
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2.16  Evidence exists to support all sides of t
argument - some civil society groups have acce
conflict, others have been dogged promoters of
logue; and some mining companies have alse
ated conflict and ignored human rights, while of
have sought more responsible ways forward. V
important - analytically - hopiswibiat these dynar
reflect the ever presence of latent, and not-so-I
conflict in debates over mining inTRerprint medi
(especially the newspaptiGomerceandLa
Republigahas played an important role in bridgil
these debates. Each has suggested that fextsri
pass legislation allowing government to exercis
control over nongovernmental organisations we
motivated by annoyance at NGO criticism of mi
developmerft the same time, these newspaper
played an important role in sustaining a discuss
desists from a language of villains and heroes,
in the benefits of mining but arguing that miner:
ects should only proceed if a series of human &
economic rights are respé@té@they have also suc
gested (see especiallygh€omerciupplemertl
Dia Unpthat the mining sector ought to contribt
more to local and national development than is
the case.

They [the print media] have also sug -
gested that the mining sector ought to
contribute far more to local and national
development than is currently the case

2.17  But the print media can only contribute
much, and other print outlets have only fuelled
around mininghe risk presented by these conflit
that, given the still recent history of armed strife
to tens of thousands of Peruvians being killed-t
ty forces and terrorist organisatiding,language o
terrorism and militarization is usetebgndiparties
label each other in mining conflicts (as has hap
the case of Rio Blanco). Even more worrying is
context is used to justify calls for a more authot
exercise of state power in order to give the min
the stability it needs to operate and invest. Inde
calls for authority and a strong hand have been
expressed by mining executives (Fifmnesl200¢
“‘[tlhere’a lot of insecurity at the local level’, sa
industry insidéwhat we really need is a strong «
government that imposes its will on remotéEnis
desire for a more authoritarian state presence i
afiected localities was also expressed to us by !
of the Ordinary Congressional Committee on M
Santiago Fujimori. Such calls are, arguyaigtoma
of the fragility of Peruvian demparfagility that
allows that actors call for curtailment of citizens
well as of the autonomy of local government in
that investment might proceed.

2.18 The tension between citizenship rights
promotion of investment is a redlfuneat one
extreme, the MEM has argued that communitie

have the right to veto mining activities on their lands and
territorie®? Citizenship does not extend, then, to being
able to determine what happens srpooeerty

Indeed, an expert interviewee Befbasoria del
Pueblstated to the Delegation that if such a veto did
exist, mining exploration would become unviable in most
case$30n the other hand, parts of Peruvian law relat

ed tocComunidades Campessuagiest that external
investors cannot be allowed onto property without two
thirds of the community assembly giving permission (see
later for a far fuller discussion). Rules seem unclear
here, and it is possible that national legislation and gov
ernment policy preferences do not perfectly coincide.

2.19  The tension between central government

policy directives and decentralized rights is also appar
ent in the relation betweéerelitt levels of govern

ment. In the Rio Blanco case, the two provincial govern
ments in whose jurisdictions the concession is located
have land use and development plans that, we were told
on several occasions, do not contemplateYatining.

these plans are not binding and there is no convincing
evidence that Minera Majglans are an integral part

of the development plans of local governments in the
area. In allowing this approach to continue, the central
government is essentially endorsing an argument that
central policy and mineral investment are more important
than local voice as channelled through locally elected
authorities.

2.20  Atissue, then, is the question of whose rights
and which balance of powers will ultimately determine
decisions over local and national develdprttent.

extent that central forces continue determining develop
ment priorities, not only does this de facto reinforce
existing inequalities of power and rights, it is likely to fur
ther reinforce other relationships of inequity and inequali
ty. Yet as many international scholars and organisations
note, such social and political inequities themselves
aggravate inequalities in development processes - a
position most recently and forcefully arguedoiidthe W
Banis World Development Report 2006, Equity and
Developme(i\orld Bank, 2006; also Sen, 1999).

At issue, then, is the question of whose
rights and which balance of powers will
ultimately determine decisions over local
and national development

4 And of course, land and mining cannot be considered sepa
rately

5 Deborah Poole notes how regional bosses (gamonales)
emerged in the nineteenth century under the Republic of Peru,
exercising their authority within an often race and gender-
based ‘culture of viole(ebdle 1994; also de la Cadena,
1995)This ‘culture of violepessists in contemporary Peru

and has helped shape recent political and social violence
(Poole 1994).
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6 The lack of national environmental data prevents a
assessment of the damaging environmental legacy ¢
by past mining projects: for instafeeysiofirust for the
Environment report notes “mines throughout Peru re
tons of mercury each ,y@@rin liquid form and 20 in gas
According to the group CYTED most of the main rive
south of Peru are contaminated by msarey there is |
ofiicial record of contamination levels.”
http://wwxve.org/earthreport/archive/doc.cfm?aid=16.
7 The meeting, held on November 4th, 2006, in Lime
the face of these challenges, the IFC has recently cr
“TechnicaAssistance Fundiose goal is precisely to set
ways of enhancing misinghtribution to local developn
8 Howevetthe decision to allow the industries themse
control the use of this additional contribution, rather 1
the use managed by the state, seems mistaken - onc
weakens the state vis-a-vis the companies, and senc
message: “we will give you more, as long as we can
how you use it.”

9 These changes were linked to the more general ir
tion of a neo-liberal model of economic management
post 1990/1.

10 Cajamarca, Cusco and Huancavelica2(®3)y

11 The Wirld Bank (2005) cites a figure of 6.6% iof GL
2003.

12 powerful, but not very democratically accountable
13 E| Peruano is the formal public instrument for pub
legislation.

14 This is located within OSINERG, the Supervisory
Investment in the Energy Sattisrarrangement was nc
most favoured by other organizations in Peru, who w
see these roles passed to a stronger independent er
tal authority with multisectoral responsibilities.

15 The Wirld Bank’sector study noted seven areas in
the El4rocess needed strengthening. “This study co
the conclusion that the process of evaluating environ
impact assessments presents a series of limitations,
be improved by: (i) demanding that the guide for elat
ElAs be legally binding; (ii) updating the contents of t
so it meetings internationally accepted standards; {iii
ects that of a great compledtpanding detailed terms
reference (that are currently not demanded by law)
elaboration of the EIA; (iv) sharing responsibility for ¢
the ElAvith other government agencies; (v) creating ¢
(with representatives of other entities that have some
mental responsibility) with decisions making power o
approval of environmental licenses to operate (an ap
currently depends on a single entity inside the MEM)
grating a social impact assessment into the EIA; and
fying the public audiences that are required ipriheeEs
- and which currently present various deficiencies - ¢
them into audiences with an impartial moderator and
number of legitimate participants.

16 Avery similar point was made to the Delegation by
Vera who works closely with the mining companies ir
Cajamarca (the Grupo Norte).

17 The Chamber of Commerce for mining in Peru.

18 See later for more detail on rondas campesinas in
19 EI Comercio also ran a series of commentaries su
that this view influenced recent legislation to increast
regulation of NGOs.

20 See also Lae¥wtana Indiscreta, 2006.

21 The Peruvidimuth and Reconciliation estimates clo:
70,000 were killed (CVR, 2004). Groups in governme
argued it is less than this, while some in church relat

rights groups suspect it was more.

22 This observation on the non-right to veto was made to us
a meeting in the MEM, but also voiced iog-thinister of
Energy and Mines, Rosario Padilla, in a recent newspaper
interview (EI Comercio/Padilla, 2006).

23 “Instalar derecho de veto seria hacer inviable la exploracién
minera en la mayoria de los casos.”
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Chapter 3

Mining and Development in Piura

3.1 Though often thought of as an agricultu
economyextraction of non-renewable and renew
natural resources has featured prominently in F
modern economic history in the hydrocarbons ¢
eries sectorghis prior experience has been less
encouraging, in the eyes of 8bmbp argue that
Piura's is a history in which natural resource ex
has been controlled by external actors, and tha
of both resources and profits has been taken ot
region to be consumed and invested elsewhere
parison with these experiences, such comment
view (post-land reform) agriculture as producing
development that include a larger portion of the
tion, that allow resource use decisions to be me
closer to that population, and that generate incc
products that are far more likely to be re-invests
consumed within Piura itself.

3.2 Some therefore see agricultural landsc:
more inclusive and democratic than those prodi
extractive industiiowevethe performance of the
agricultural economy does not suggest that it al
serve as the basis of Piura's development (at le
as currently constituted). Between 1970 and 20
Piura's agricultural sector grew at 1.18% p.a., w
departmental GBrew by 1.518%,and while agrieL
ture employs some 37 percent of the economic
population, it accounts for érpericent or so of G
Agricultural exports do not exceed US$100 mill
yearThe implication (Correa, 2006) is that even
Piura's agriculture creates much employment, il
ues to be low productiloty production and prima
for the internal market.

3.3 One set of factors constraining agricultt
growth in Piura relates to water managéraemily
two provinces with any significant rain-fed agric
the two in which Rio Blanco is located - agricult
Piura's other six provinces is essentially imposs
out irrigation, primarily with waters that descenc
department's highlandatécould be managed m
productively at a farm level, while at a departme
it could be managed far more strateginadlyonly

115,000 ha of the current 180,000 irrigable hect
actually cultivated (Correa, 2006a). More imjior
investment were to go ahead in several long pk

gation projects, a further 150,000 hectares could be irri
gatedThis would allow for greater production for the
internal market as well as increased exports - in the
order of $600 million to $1,500 million p.a., estimates
Correa. Dérent actors have distinct views on the rela
tive merits of growth driven by the internal or external
markets, though the regional and national governments
appear particularly sympathetic to thé&ldterrway

careful water resource management is vital: Correa
(2006a) notes, "Achieving a vision of agroexport-led
development depends on our ensuring water resources,
and on developing levels of productivity and organisation
among farmers".

land-use zoning and planning should

guide development, serving as the basis

for strategic planning of synergies

between different sectors of the depart -
ment's economy

3.4 Water is therefore central to any expansion,
productivity growth and enhanced external or internal
market orientation of Piura's agriculturaBagctor

water is also scarce, and an expansion of the irrigated
frontier requires large-scale public investment - indeed
this has been one of the longstanding hopes of regional
government and population (Figlyet there are mul

tiple demands for (and potential threats to) this water
One of these threats is badly managed urban growth
and waste management; another is the fact that some
33 % of Piura's land surface is currently under conces
sion, primarily for potential development of hydrocarbon,
phosphate and copper extra¢tismakes the strate

gic, planned management of water resources-an essen
tial part of Piura's future development (Dulanto et al.,
2006)This has two implications. First, that land-use
zoning and planning (ordenamiento territorial) should
guide development, serving as the basis for strategic
planning of synergies betwedenedif sectors of the
department's economy; and second, that it makes no
strategic sense for the government to follow a project-by-
project approach when approving extractive industry
projects (Dulanto et al., 2006) (see Box 2). Such an
approach (which is currently what happens in Peru)
allows no scope for strategic planning of resource (espe
cially water) use and development.
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Box 2

Land use planning
and extractive
industries in the UK

In the UK there are clearly laid
out sets of duties and responsi
bilities regarding land use plan
ning.These apply equally to all
major industries including the
extractive industri€aough on

a smaller scale, open-cast coal
mining proposals are common
contentious applications, though
| recall a proposal for an open-pit
gold mine near to the village of
Tyndrum in Stirling District in the
1980s which generated serious
exploration if not a formal-appli
cation.

The duty is given to a specific
tier of local government in the
UK to put together a Structure
Plan which covers geographic
zoning of their area for land use
and the related infrastructure.
This Structure Plan is put out to

public consultation. Objections to
the proposed zoning of areas for
particular land uses can be
made by interested parties.
These can be individuals,
groups, communities or commer
cial companies or bodies. Where
two or more tiers of elected local
government exist it is often the
lower tier which objects or
lodges counter proposals.

Where agreement cannot be
reached a Public Inquiry is
organised by the National
Government body where evi
dence is takenhe final

Structure Plan whether amended
or not is approved by the
Department of the Environment
in England and Northern Ireland
and by the devolved parliaments
in Scotland andhlas.

If an application is made for the
use of an area for a purpose that
has not been set down in the
Structure Plan it requires the
agreement of the appropriate

national Minister's department
even if it is supported by the
elected council locdllycal
authorities are divided in their
support or opposition to open-
cast coal mining. In most cases
where the local council policy is
against open cast mining, the
relevant government department
will uphold the Structure Plan
and refuse an appeal against a
local council's decision to refuse
a planning application.

In this way the national gevern
ment in the UK and most EU
countries retains final control
over the mineral assets of the
nation. It also creates a frame
work in which local opinions,
preferences and democratic
mandates can be empowered
but at the same time be 'moder
ated' by the interests of the
nation.

Michael Connarty M2B06

3.6 The capacity of the public sector to manage

3.5 Thus, adequate management of water i
requires careful planning of mining expétsi@md
herein lies what can at best be viewed as a 'ter
possibly a ‘contradiction’ - the current budget of
regional government falls well short of the depa
investment need$ie main income for the regioni
government is the approximately US$15 million
petroleum canon - a transfer back to Piura of in
generated from the hydrocarbons ¥etcorrea
(2006a) estimates that Piura's public investmen
total some US$2.7 billion over the next 10 year:
regional government, then, the temptation woul
accelerate mineral development as a means of
ing greater income for public investment. Put at
way in order to generate the income for public il
ment in water resources, the temptation is to pt
form of growth that might put those same resou
jeopardyThis is a sort of gambled trdide-@f time;
but it is also a tradeesfer space, as the areas th
would be the prime zones of mineral extraction
in the highlands, while much of the benefits fror
infrastructural investment would be enjoyed in t
lands6

the potential tensions and sequencing issues involved in
these interactions between mining,agai®slture and

public investment is especially important because Piura
is one of two or three new frontiers for mining expansion
in PeruThis notion of Piura as a frontier is one shared
by both proponents and critics of current mineral expan
sion - it is also apparent from the current map of mineral
concessions in the department (Fighser&es of

growth in other regions begin totsemining sector

is challenged to open new frontiers in order to sustain
these rates of grovithe potential for unplanned and
non-strategic mineral development (and water manage
ment) is therefore high. Given that it hopes to be the
first, non-phosphate, post-1990s mineral development
project in Piura, the manner in which decisions are made
regarding the Rio Blanco Project will therefore go a long
way in determining how far this mineral expansion turns
out to be a strategically managed process in which
mining, regional development, land-use and environmen
tal planning are managed as part of a regional whole, or
conversely a process in which project specific decisions
are made with little reference to regional development
strategies and needs. For this reason, it seems impor
tant that any decision on the project is not taken quickly
and is determined on the basis of a careful reflection on
the medium and long term development strategies for
Piura. Put another wgscision making on Rio Blanco's
Environmental Impassessment - focused, as it will

be, only on the project, and determined, as it will be LUy

Mining & Development in Peru



Figure 1: Irrigation and hydroelectric projects in Piura: actual and planned
Source: Correa 2006a

Figure 2: Map of Concessions in the Department of Piura
11 Source: Figure prepared by Cooperaccion with data from the Ministry of Energy and Mines
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the MEM alone kM Bank, 2005) - constitute a v
ly inadequate vehicle for addressing the larger
ment issues raised by the project.

3.7 Rio Blanco was not initially to have bee
first post-1990s mining project in Piura to be tal
exploitation stage. In the todandfogrande, a
Canadian junior compafgnhattan Minerals
Corporation, sought to bring a gold mine to app
the late 1990s and early 2000s.led to a period ¢
sustained conflict between local populations an
company between the years 1998 addu2@i0&he
company finally withdrew Teontbogrande and fror
Peru altogether (Portugal, 2005; Guarango, 20(
There are many explanations of what happenec
Tambogrande - ranging from those that allege
manipulation and international NGO interferenc
extreme, through to those who claim that Manh
failure was a consequence of deeply-felt public
tion and antipathy to mining. Regardless, certai
seem cleaFirst, the conflict was made especiall
because it pitched mining directly against humg
ment and export agriculitiie.mine would have
required resettlement of much of the town, and
damage to a zone of successful, export oriente:
value irrigated agriculture made pdssévlaligby
earlier \WHld Bank investments in water manage!
The case thus lent itself to clear dichotomies: a
investment undermining an earlier successful p
investment; a mineral development landscape-t
ing an export-oriented landscape that appeared
economically productive, more socially inclusive
able to generate more local employment; and a
displacing people from their homes and liveliho

3.8 Whatever the explanation, the conflict e
ed quickly and became vidleetmain leader of th
opposition to the mine was murdered, and furth
lation seemed only to have been avoided throu
decision to implement a local referendum on mi
This referendum, organised by the local govern
supported by national and international nongowv:
organisations (and in some sense indirectly by
National @¢e for Electoral Processes, CR&dyy, a
turnout of some 27,015 people, roughly 75% of
votersThe result was that 93.85% voted agains
activity ilambogrande and 1.98% in favour the
ance being abstentions, spoiled balld® etc.).

3.9 This prior experienc@&imbogrande is

important to the Majaz case in several ways. Fi
referendum Tambogrande and the departure of
Manhattan occurred just as exploration in Rio E
began to scale Up.the extent that part of the col
inTambogrande was not only over Manhattan's
but also over the general expansion of mining il
the rise of exploration in Rio Blanco would have
gested to activists that while they may have wo
battle ifambogrande, the larger war was still to

waged - just as it would have suggested to the mining
sector and MEM that even if it had lost a battle, the wa
was still there to be won. Second, to those living in the
vicinity of Rio Blanco doubtful of mining's benefits, the
Tambogrande experience provided an antecedent that
helped instil what anthropolsigisindro Diez calls
"scepticism in Huancabamba and open opposition in
Ayabaca" to the Rio Blanco Project (DieZT RiD06).

and related, activist$ambogrande had been support

ed by a group of advisors (organisations and individuals)
which subsequently formalized itself as a natienal organ
isation, the Red Muqui. Once the Rio Blanco conflict
began to unfold, the Red Muqui fostered the creation of
the Majaz Support Group, which then began to provide
support to local authorities and activists critical of the
way in which the Rio Blanco Project was evolving.

The conflicts surrounding the Rio Blanco
Project thus constitute something of a
replay of the Tambogrande case - the
next battle in the same war.

3.10 The conflicts surrounding the Rio Blanco
Project thus constitute something of a replay of the
Tambogrande case - the next battle in the same war
While part of this conflict constitutes real, specific con
cerns about the legality and potefietiés ef the proj

ect in its area of influence, another part of the conflict
constitutes an argument over whether or not there will be
and should be mining in Piura, the conditions under
which decisions about such mineral development should
be made, and who should participate in those decisions.
In this larger conflict, the mining sector (MEM, SNMPE
and related parties) line up on one side in faveur of min
eral expansion in the north of Peru. On the other side
lines up an activist sector combining those utterly
opposed to mining as well as those who see-an impor
tant role for mining in the Peruvian economy but insist
that its expansion should be planned and occur in a way
that respects and deepens citizenship itheeati.

ference in this case is that there is probably a larger
group caught between these two camps who really don't
know what to think: who see the need for new forms of
investment in Piura, but feel completely unable to form a
view on Rio Blanco because they feel they-lack ade
guate and trustable information and question the credibil
ity of most of the parties involved (cogmamyment

and activist).

3.1 The larger conflict over the overall desirability

of mining in Piura - often wriftby tfose in favour of
mining as a consequence of political manipulation - is
just as legitimate as the more specific ones about design
details of Rio Blanco. Indeed, it is critical to any under
standing of what is happening in Rio Blasdarger

conflict explains why many of these actors are in Piura in
the first place. Mineral exploration rights would not have
been conceded and the Government of Peru would not
have given Monterrico Metals special pefftission




operate in Rio Blanco had it been that the gove
did not want to expand mining activity in Piura.
national and international organisations have ct
support activists in Piura not only because of tt
grievances surrounding the Rio Blanco Project
because of the larger issues that are at stake. |
theDefensoria del Puglhe Ombudspersonfieyf
has come to take such interest in thi®etsesbris
del PuebJ®006a,b) because of the larger issue:
raisesl]o suggest that these external actors are
dling in what is just a local issue that should be
locallyin Huancabamba #&geédbaca, therefore see
to the Delegation to be disingenumusonflict in F
Blanco is a local conflict, a regional developme
ma, a national issue and an international conflic
and the same time. Each dimension of the coni
equally legitimate.

The conflict in Rio Blanco is a local con -
flict, a regional development dilemma, a
national issue and an international con -
flict at one and the same time. Each
dimension of the conflict is equally legiti -
mate.

24 \We refer to discussions with persons from the Uni
Nacional de Piura, the Universidad de Piura and CIF
CIPCAs an important and respected regional NGO i
the Jesuits with both operational capacity and reseal
ty - as reflected in its participation in various studies
Peru's Consortium for Social and Economic Researc
the most demanding source of social science resear
in the country

25 This and the following data were supplied by Hurr
Correa, Professor of Economics at the Universidad '
de Piura and advisor to the regional government. Se
2006a.

26 There is a long history of such coastal bias in Per
ernment behaviobood policy has long been biased ir
of coastal consumers rather than highland producers
scale public investment has favoured the coast; and
benefited disproportionately

27 Howeveiit is important to note that there was an e
round to this conflict in 1979 when the French gover
Bureau de Recherches Geologiques et Minieres de |
(BRGM) together with the Peruvian state also sough
op mineral projects here but were rejected by the lac
tion (Portugal, 200B)is antecedent weakens those ar
ments that the rejection in 2003 was only a result of
interference.

28 ONPE did not formally assist in the implementatic
referendum, but did supply electoral registers.

29 |n early 2000, a survey commissioned by ManhRati
cluded that 84% of the population was against minin
(AMIDER2000 cited in Portugal, 2005).

30 The nature of this special permission (a President
Supreme Decree) is explained later in the text.




Chapter 4

Majaz: background information on
the case and this Delegation

4.1 Monterrico Metals plc. is a London bas
resource development company that was incorj
2001. It is a ‘junicompany in the sense that its fi
tion is to identify potential mineral projects and
the preparatory exploration and design work, ar
ate the legal work necessary to convert them-in
able, extraction projette company itself lacks tt
capacity to implement the project it is designing
Blanco, and so at the point of its conversion fro
ration to full-blown mining projects, it will seek |
scale investment from partners or will sell to se
mining companies possessing the in-house cag
require@2As a companylonterricobnly experienc
to date is in the identification, exploration and d
stages of mineral project develogittdrds been in
the conduct of these activities that it has interac
local populations.

4.2 Monterrrico operates exclusively in Per
it has seven projects - four in gold, two in coppe
one in silver - each implemented by its wholly o
subsidiarie®d.Currently the most significant and r
advanced of these projects is the Rio Blanco pr
located in the region of Piura, close to the bord
EcuadoMinera Majaz is the most recent in a lo
stream of companies (themselves linked threug
plex ownership and option arrangements) feat ¢
ent times have been linked to this project. In 19
Minera Coripacha was incorporated in Peru anc
acquired concessions in the Rio Blanco area th
cede the concessions that are currently owned
Minera Majazhe copper deposit at Rio Blanco v
identified in 1994 through regional reconnaissal
undertaken by Newcrest Minfgstfli&swho

optioned it in 1996 to Cyfimiax. On October 23r
1996 the company Rio Blanco LLC was registe
Colorado, USA, with Newcrest owning 50% of i
and Cyprus the other 50%. Rio Blanco LLC the
acquired 99.99% of the shares of Minera Coripi
Cyprugsmax was in turn acquired by Phelps Do
Corporation which subsequently relinquished th
in the project. In 2000, Gitennes Exploration Inc
acquired the divestment package of Peruvian a

from Newcrest and in turn optioned the Rio Blanco proj
ect to Monterrico in the followindry@®03, after

results from the initial drilling programme, Monterrico
negotiated the acquisition of 100% of the Rio Blanco
project. In the Rio Blanco area, Monterrico, via its
wholly-owned Peruvian subsidiary Minera Majaz SA, has
registered title to eight mineral concessions, covering an
area of 6,472 hectares.

4.3 Exploration began in the second half of 2002
(Diez, 2006). In 2003 the MEM approved the
Environmental Evaluation presented by Minera Majaz,
documentation that outlines how the environmental and
some socialfetts of the exploration phase would be
handled. it this approval in hand (whose legitimacy
has since been questioned: Defensoria del Pueblo,
2006a), Majaz initiated significant exploration and this
has since progressed to the completion of an initial draft
of the mineDetailed Feasibility Study by the end of
20066 and the Environmental Infssessment

during the first quarter of 20 initial approval for
exploration activities given by the MEM expired on
November 28th, 2006. On June 12th, Minera Majaz pre
sented to MEM a modification for an extension of this
Environmental Evaluation in order to continrue explo
ration activitiesPeruvian organization, the Ecumenical
Foundation for Peace and Development submitted
observations on this request. Procedures towards
approval were still underway when on December 21st
2006 Mineral Majaz withdrew its proposal for a modifica
tion on the Environmental Evalg@tiotie interim,

the Legaldvice @ite of the MEM concluded that the
termination of the permission to explore deathot af
Majaz right to continue using the surface area of the
Rio Blanco Proje€goAs we will note latie cor

rectness of MENhterpretation of this law has been
guestioned by the Red Muguid by the report of the
Defensoria del Pueblo (2006a). Meanwhile Majaz is
completing the Environmental IAgmetsment for the
project which will be submitted to the MEM for approval
in the first quarter of 20Bi&. approval of the EIA

would ééctively convert the exploration project into a
mineral development project.




4.4 As at the time of preparing this report,
Monterrico was completing its Detailed Feasibil
(DFSY of the Rio Blanco copper-molybdenum g
our information on site design is preliftitiaeytime
of the Delegatiswisit, the conceptual design cor
of:

* An open-pit mine

 Froth-flotation extraction process

 Piping of slurry approximately 300 km to t

of Bayovar on the Piura coast for further e
and maritime transport to international mai

» Dry-filtered storage of tailings on-site

» Waste rock storage on-site
The primary ore body is located insHditiyyvhich
has an average slope of 42 degreess Highwyill b
completely removed during the open-pit exdde
footprint of the open-pit mine is estimated by M
at 400 ha with some 1,000 hectares irectadl dfy
mine, tailings, waste rock, plant and other uses
likely that the depth of the open-pit mine will be
the local water tatle.

4.5 In its early years the project was colloq
referred to as the Majaz project, though in rece
Monterrico Metals has come to refer to it as the
Blanco Projedthe Rio Blanco designation refers
river that skirts the project site and which mark:
tier between Peru and Ecu@erproject is locate:
the department of Piura in the provinces of
Huancabamba afythbaca (Figure 3) at altitudes
between 2,200 to 2,800 metresTass jhroject site |
near the crest of thiedes, located in primary clotL
forestAnnual rainfall is estimated at 2,000 mm;
trated in the wet seaSdreAndes are a tectonical
active region with numerous earthquakes durin
ten historical period that have exceeded magni
on the Richter scale.

4.6 More specifically the project is located
lands belonging to thedampesincommunities
(Comunidades CampegindSegunda y Cajas an
YantaThough not particularly populated nor inte
cultivated, ethnographers in the area note that
by the communities for extensive pasturing and
generally as a ‘resefaesort of savings account).
Archaeological work contracted for a May 2006
EvaluaciGAmbientallso records some evidence
historical occupation of the more general area |
hispanic archaeological remains in parts of the
under concession that Majaz was not intending
op: Goldekssociates, 2005he exploration site is
also located adjacent to Partérnational border v
EcuadoiThis location meant that for the project
ahead a Supreme Decree (N° 023-2003-EM) hi
issued in 2003 declaring the project to be of pu
necessity and national intéfbst.was necessary
because the Peruvian Constitution of 1993 pre\

eign investors from realizing operations within 50 km of
the national border

4.7 During the DelegaBonsit, company repre
sentatives stated to us that Monterrico is only interested
in developing one site, known assHditiry’on the

grounds that this already contains very large quantities
of ore, sti€ient for several decades. People in the area
with whom we spoke had this same impression, and a
recent documentary broadcast on national television
focuses on the Hemyill site (Brack Egg, 2608Bh

October 6th, 2006 Monterrico gave a presentation to
investors in Londéat which it suggested that one of

the “upsides” of the project is that it has the potential to
be a (central) part of a wider mining district that could
incorporate other deposits in the region as well as on the
other side of the frontier with Ecliaghois a “project

not only of a single opportunity but has the makings of a
mining district” and the potential for such a district is
considered as a “considerable upside” that potential
investors in Monterrico ought to consider (Dorman,
2006)The map presented in that presentation refers to
five “future exploration sites” as part of this district, one
of which is labelled “Ecuador” (Dormart52006).

4.8 Even without this proximity to the Ecuadorian
borderthe administrative and social geography of the
area is compleds noted, the concession is located
within the political boundaries of two legally recognized
peasant communities, Segunda y Ca)éstaithe

fact that the concession lies on Peasant Community
(Comunidad Campegiaad is important.

Comunidades Campesaradegally recognized, self-
governing entiti@heir significance is political (they are
self-governing), socio-economic (community mandated
forms of collective action play an important role in main
taining public goods) and cultural (for the community
marks an institutional link to a far longer local history of
territorially based governance that itself is part of a long
standing cultural identity and patri@omgnidades
Campesinadect their own authorities who in turn have
to respond to the CommAssgmbjithe body in

which decisions are taken. While private land rights exist
within communitiededént bodies of legislation in Peru
give the collectivity a degree of authority over how land
can be used. Lan€Ciomunidades Campesisas

therefore fifrent from normal private propedys

not alienable in the same way as is an unencumbered
plot of land elsewhere. In the specific case of mining,
while communities (like all surface owners) do not own
the subsoil rights (the state does), community members
have to give a two-thirds majority approval in the com
munity assembly before the surface can be used and
occupied by any third party actor possessing rights to
explore and exploit the subsoil.

4.9 These communities are far larger in population
and geographical extension than many in other parts of
theAndesThus the community of Segunda y Cajas




encompasses more than one district (it encomg
the whole district of Carmen de la Frontera plus
others), and within its boundaries are included |
ferent nucleated settlements ranging from haml
settlements through to the town of Huancabaml|
Segunda y Cajas is particularly important becat
of the provisioning of the potential mine site ent
through its landhe community¥ainta, in whose
lands much of the concession is located, cuts a
boundaries of the provinces of Huancabamba &
Ayabaca, though its nucleated settlements are «
Ayabaca. While the concession is located on lai
belonging téanta, access from its settlement cer
the mine site isfidifilt and so there are likely to b
fewer direct economic multigketsefrvyanta than in
Segunda y Cajas (at least, not until taxes are p
lowing the initiation of extraction, and transferre
Ayabaca).

4.10 The area of the concession is thus loca
within a series of authority structures: those of
munities, districts and provinces in which the pr
occurln addition, the waters flowing from the m
by two provinces of the department of Cajamar:
and San Ignacio, whose authorities and popula
therefore also feel entitled to have a say in the
the project should take given their fear that wat
contamination would compromise their agricultt
economies (economies with a significant compc
organic cfefe production).

Figure 3: The project site, Huancabamba and Ayabaca

Source: Correa, 2006

4.1 Further complicating the panorama is that
within the communities and provinces that would be
influenced by the mine, there exists a further-organisa
tional structure of considerable importance in the North
of Peru; that of tlemdas campesiraspeasant con

trols (Apel, 1996; Starn, 199@saondagemerged

to combat cattle rustling, local crime and - during the
period of armed conflict - incursi@entgro

Luminosd his has led them to assume not only vigi
lance roles but also judicial roles. So, though-their con
stitutional entittement to do so is a point of debate,
rondaslso exercise local jusfitesaondasre

organised in federated structures that aggregate local
rondasnto provincial federations which have their own
elected leaderships and authority structures (see Box 3).

412  The area of influence of the mine is aJso poor
as demonstrated by the data Tabhe1 below

(Foncodes, 2006). In both provinces, access to basic
services is lpfemale illiteracy still a serious problem,

and over half of the populatierssbme level of mal
nutrition. If only rural populations within each province
were considered, the data would be even more worrying,
as indicated by that for Carmen de la Frontera, the dis
trict in Huancabamba located most closely to-the explo
ration site (and which itself makes up much of the com
munity of Segunda y Cajes}he table notes, the two
provinces are poor in comparison with the department of
Piura as a whole, but also on a national scale-In a rank
ing of Pers1"194 provinces according to their Human




Development IndAxabaca ranks 159th and
Huancabamba 135th, the two lowest-rankedsof
eight provinces (Correa, 2006a).

A chronology of early conflicts:
2003- March 2006

4.13  Tensions between the mine and sector:
local population emerged soon after exploratior
in earnest in 2003. Diez (2006) suggests that-tt
tors help explain these tensions: the work of ac
the area; the antecedeniawibogrande that itself
erated much distrust of mining in the local popt
and the nature of the agreements that the com;
secured and that had since been challenged. M
Majaz had only been given permission to work
area by a handful of leaders rather than by two
the community members (as required by legisic
erning the disposition of lacdnmunidades
campesingsand leaders had only given permiss
‘seismidests, not for mineral exploration nor for
establishment of a large camp and fixed structt
later assemblies both communities rescinded a
mission that their leaders may have given to th
operate, and demanded the withdrawal of the ¢
these demands were sent to the MEM (Cooper
2006)The Community Resolution No 001-2004-
Segunda y Cajas issued on January 26th, 200«
izes the decisions of the community assembly «
18th, 2003 to “Declare null the authorization for
prospecting that was given by the community n
ment committeu(ita Directivaf the Community ¢
Segunda y Cajas to the company Minera Maja:
and to “Prohibit in all community territory any
activity or similar that damages or contaminate:
communitiesatural resources or threatens the h
and life of community mem@drs.Minutes Book ¢
the Community\ainta records that the general a
bly of the community on January 10th, 2004 de
“unanimouslgmong all the men and women cer
ty members, sectoral authorities and communit
were united in saying no to Mining and there is
mining company that has any permission to be
community ¥a&nta.” In a public declaration datec
January 30th, 2006 and faxed from the town he
Ayabaca, the community leaders who gave peri
to operate on the landgota note that “Given the
complaint of the Genasslembly of the Communi
Yanta, we the below signed have publicly recog
mistake and we declare that this was because
unaware of the consequences that this decisior
bring with it. Furthermore, at no time did the rej
tives of the mining company request permissiot
the permanent camps that they have establishe
territory of the commuhnity

4.14  From very early on, then, both the lega
Majaz presence on community lands, and the ¢
acceptance of that presence, have been in que

point we return to latercal opposition to the project
became quickly more organised, and in the absence of a
response to the demands sent to the MEM, a “massive”
assembly of communities gave the company and MEM a
15 day ultimatum (Diez, 28@April 22nd, 2004 a

large numberm@ihderoand community members

marched on the mine Site marchers were repelled

by the police who had been called in to guard the site. In
the confrontation d@@mpesindreemberto Herrera

Racho, was killed by a tear-gas grenade which hit him
directly in the head (Cooperaccion, Ro0gdlice

men were initially accused of this killing, and-legal pro
ceedings begafrhe policemen were later absolved of

all responsibiligs was the police force as a Whole.

date, nobody has been found responsible for these
killings.

From very early on both the legality of
Majaz’s presence on community lands,
and the social acceptance of that
presence, have been in question

4.15 Inresponse, the regional government of Piura
created a Roundtaltlie¢a de Concertagittrat was
intended to bring the main actors tpgethate infor

mation and allow for more participation in the prepara
tion of the miseEnvironmental impact assessment.
TheMesawas coordinated by the Centre for Conflict
Analysis and Resolution of the Catholic University
(Pontificia Universidad Catélica d§l lRrleaders of
community and other social organisations withdrew from
the Roundtable feeling that the Centre was favouring the
company (Cooperaccion, 2006), a belief also voiced to
the Delegation. By July 2005 the Roundtable had failed,
though the company retained the Catholic University to
do some promotional work in some parts of
Huancabamba, in a context of acute criticism of the
Catholic University in the Zidmesituation was such

that the Catholic University terminated the relationship
with Minera Majaz in the first half of 2006. M®nterrico’
Annual Report for 2005 (withsG&@/ard dated May

15th, 2006) notes that, “The Compalagionship with

the Regional Government and the Catholic University in
Piura continues to build trust within the communities
while helping to disseminate objective and technically
sound information concerning issues surrounding the
advancement of the project” (Monterrico Metals, 2005:
23).This report was presented to Monterrico sharehold
ers at the 20@&nual General Meeting on 19 June,

2006 held dhllow Chandlers Hall, London.

4.16  Asecond march was organised for July 25th,
2005 and brought together 2-3,000 ronderos from
Ayabaca who metyamta to march to the gitso

marching were ronderoscamnapesindsom Segunda

y Cajas as well as San Ignacio and Namballe- two pop
ulation centres located in the Department of Cajamarca,
downstream from the proposed mine site, who-were con
cerned about the potential impacts of the mine on their




Box 3
Rondas Campesinas

Rondas campesina$iura are
organised within a regional, dis
trict and local institutional and
bureaucratic structdreey
emerged from ttandas
campesinabat were first
established in the neighbouring
Department of Cajamarca during
the 1970s (Apel 1996; Huber
1990)The Cajamarcandas
were a local, organised
response to delinqueiceytle
rustling, petty thieving and land
seizures during social and eco
nomic crises in the 1970s, fol
lowing the agrarian reform (Starn
1992)Rondagnaintained law
and order in the absence of a
distant state and judiciary cen
tred on LimaherondasStarn
describes were flawed in many

ways and supported patriarchal
principles that reproduced
gender inequalities in local law
courts, for example. However
they had also imbued models of
discipline and torture practices
from the Peruvian military and
police.

Debates about the more recent
rondaghat emerged in

response to political violence are
instructive on the role and-legiti
macy ofondasgenerallyn
contemporary Peru. Some of the
rondas campesirthat were
established during political vio
lence were grassroots initiatives
whilst others were established
by the armed forces. In the
absence of adequate intelligence
(Taylor 1998) the Peruvian
armed forces depended on the
efforts ofondas campesirtas

combat Shining Path on the
ground. Howeyére state did

not dicially recognisendas
campesinags legitimate state
actors until in the early 1990s
under President Fujimori. Once
the Peruvian state recognised
rondass legitimate actors they
were given and allowed to carry
arms for the first time in their
historyThe armed participation
of rondas in the counter-insur
gency ébrts led to the 'defeat’

of Shining Path (Degregori, Del
Pino, Coronel and Starn 1996).
Howevethe contributiorrofft
derogo Shining Path's 'defeat’
was later glossed over by
President Fujimori, who focused
on his own role in this 'victory' as
President of Peru, contributing
thereby to his two successful
bids for re-election in 1995 and
2000.

agriculture and tourfdimhis march led to another con
frontation between security forces (in this case DINOES,
the unit normally responsible for leading speeial opera
tions against drugficafng, subversion étand

campesinos, which also led to a second campesino
death (Melanio Garcia Gonzales) as well as the maiming
of a policeman and blinding of another campesi

4,17  This eruption of violence occurred in-th:
text of a failéthegotiation mission that had been
designed to defuse the coriflitis mission (com
posed of Bishop Damigley of the Chulucanas
Diocese, Javi@roca of Oxfalimerica, and Miguel
Palacin of CONACAMI, and constituted at the i
of the MEM) failed because the as f@leopter

Table 1

taking it to the exploration camp (where thd stand-of
was occurring betweerrdineleroand the police

forces) left the mission at a police camp in Pan de
Azucara point several hours distant from thaesite.

police there would not allow the commission to walk to
the mine sitAmember of the mission later reported
back to the MEM, “The commission had understood that
it ought arrive to the installations at the mine camp, but
at Pan dé&zucar we were told we had to speak with the
ronderos who were at that place, some 70Tpabple.

we did ....The following dialy 29th 2005, we asked

that we be taken to the installations of the mine site at
the place named HenHjll, where it was said there

were 450 ronderos Waited all morning, and finally at
around 2 in the afternoon the helicopter picked us up at
Pan dé\zucar and took us to the city of Huancabamba”

Socio-economic indicators: Piura, Ayabaca, Huancabamba and Carmen de la Frontera

Geographical Unit

Piura (department)
Ayabaca
Huancabamba

Carmen de la Frontera

* this index is from 0 to 1, with higher figures denoting more unmet needs




(much further away from the mine site). It was 1
in the evening of the 29th that the delegation w
had not been taken to the mine site for its own
because trouble had already broken out. On th
commission continued to ask to be taken to the
site, but this was not allowed, and the MEM me
clear to them that they should not demand this
though the ronderos had communicated on the
the 29th that they would only talk to the delega
mine site, and in the presence of the governme
the companBy the afternoon of the 30th the eol
sioners also became aware that the newspape!l
Correo, of Piura, had begun a media campaign
the members of the commission and especially
Turley and thecé Minister of MEthat point the
commission decided its work was over

4.18 The media attacks on the commissiore
saged the following period in the conflict, which
characterized by what Diez (2006) calls a “med
conducted through local, departmental and nati
media, as well as national televikisrinvolved
repeated attacks by some media outlets on loci
activists, authorities, a priest and two bishops i
region and allegations of involvement in terroris
drug trditking. On October 23rd, 2005, the prog
Panorama of Channel 5 (a national channel) pr
a report on a “network of terror” that had been
to resist the Rio Blanco Préjpuing others the
Bishop of Jaén was identified as belonging to tl
work, an accusation that still causes him proble
recent public gathering he was referred teraca
de mierd&! Of course, not all the media particip
this ‘warSome outlets were critical of the mine ¢
others focused on aiming to understand what w
peningAn article in the national newspaper
Republicd suggested that this television prograr
was based on material distributed to the nation
by the then Director of tfiegOdf Social
Communication in the Ministry of the. Interior

4,19  The period after the second march alsc
involved the emergence of new organisations &
er round of failed attempts at dialogue. Several
after the march, a meeting involving Church au
(including theefruco de miefjiahe Me-Minister o
Energy and Mines, elected government authori
Defensora del Pueblo of Piura and company re
tives was arranged to broker a way faivisrdeet
ing was also disrupted by violence and was cut
rocks and tear-gas, and tbe-Minister was physic
attacked (the company representatives escape:
unharmed some time before the other participa
able to escape). Shortly,dftermayors of the four
provinces that perceive they wifebtedfby a mine
project (Huancabanmfyambaca, Jaén and San Ign
formed a coordinating body that by September
transformed itself intoRfente por el Desarrollo

Sostenible de la Frontera Norte détleRiont for
the Sustainable Development of the Northern F

Peru, or therentdor short) which brought the mayors
together with leaders of peasant comnronitias,

and local defence frofte technical group supporting
the Frente, the Majaz Support Group, was also formed
at this time to monitor the case of Rio Blanco.

4.20  As noted earli¢here was overlap between

the membership of this group - a working group within
Red Muqui - and the technical committee that had sup
ported th@&ambogrande cagesecond continuity is

that there isTambogrande representative on the
FrenteAnd a third continuitgving formally created
theFrenteat the meeting on September 25th, 2005, they
adopted as their stance the proposal that the central
government should begin a process of dialogue that
would culminate in a citizen referendum on whether the
Rio Blanco Project should advance or not.

4.21  TheFrentdbecame, for a while, MEBtog

nized partner in dialogue. Howeliée a series of

meetings occurred over the following months, they made
limited progresghe core obstacle was thatrete

insisted that Minera Majaz could not be part of the dia
logue because it was operating illegally (having not
gained the consent of two-thirds of the communities of
Yanta and Segunda y Cajas), while the MEM insisted it
had to be presefhe Ministry withdrew from the dia

logue because of another day of pitched violence on
March 12, 2006 in the town of Huancabamba triggered
by a conflict between a large group of pro-mine
campesinaand members of the Frente and the Majaz
Support Grouphe pro-mireampesindsad come to

town organised and arrived ready armed (with stones) in
order to disrupt a workshop being held by the Frente
(Propuesta Ciudadana, 2006:62; Cooperaccié, 2006).

4.22  ByApril of 2006 Diez concluded “The current
situation is one of permanent tension and with no clear
path towards a solution, with actors of both sides contin
uing to commit acts that pressurize the other” (Diez,

2006)54 55

The UK-Peru dimension and the origins
of the Delegation

4.23  Just as social conflicts over other mines in
Peru have extended beyond Peru and into the countries
in which the relevant mining companies are incorporat
ed?¢so too with the Rio Blanco Project. One of these
avenues to Britain was via the UK-based Peru Support
Group (PSG), a membership organisation of persons
concerned about the forms taken by economic and
social change in Peru and their implications for human
rights and human well-b®iAg.the PSG became
increasingly interested in the role of mining in Peruvian
development (e.g. PSG, Z8@5)ame to focus atten

tion on the Rio Blanco Project for two principal reasons.
First, the project had become the focus of particularly
acute conflicts (as just noted); second, the company




involved was British and therefore of more direc
to UK citizens and governmsrgart of this interes
the PSG arranged a public meeting on the 21st
2006 at Portcullis House in the Houses of P&li:
Chaired by LoMdeburythe PSG President, and ir
NicanoAlvarado Carrasco from ib&ridte of the
Environment of the Diocese of Jaén (Cajamarci
speak on the case of Rio Blaharado and the
Diocese had been directly involved in these cor
(and had been named as parts of the afore-me
“network of terror”). Representatives of Minera
Mag@z/Monterrico Metals attended the meeting a
discussion period revealed significant disagreen
the nature of events at Rio Blaivewado asserted
that company $thad supported and been involve
violence, had paid local newspapers in campaig
defamation against local activists, and had purs
action against residents and activists. Company
denied this. Monterrico Metals also chargadthe
had presented the case incorrectly and was put
false informatidkmongst the demands made by
Alvarrado on behalf offfente de Desorrollo Sost
del Nortewas that a UK Delegation should come
for themselves what is happening at RioA&lanco
result of these debates, the Project Manager for
Blanco said that the company would be willing t
the Peru Support Group on a fact-finding Asssio
sequent (undated) letter from Chris thageCEO ol
Monterrico Metals, to lLesburyhand delivered by
representatives of Monterrico Metals shortly afte
meeting in the Houses of Parliament, reiterated
charges and the invitation to the PSG visit.

4.24  From this, the idea emerged of the PS(
ing a Delegation to gain first-hand information-c
uation in the region and then to make this inforr
available to interested parties, the public and its
bershipThis Delegation would not include PSGf:
which there is one), except for coordination pur
and would instead be made up of competent,-ir
ent parties (it was ultimately composed of the a
ics, journalist and Member of Parliament noted
if). The Delegation would be coordinated, organi
made possible by the Peru Support Group, but
independent in that Delegation members would
report, determine the questions to be asked ant
ods of enquiry to be used while in Peru. Delege
members did the work proagbonbasis, while ope
tional costs were covered by other agencies thr
grants to PSG.

These agencies were:

* Oxfam GB £2,530
* Christiafid £3,500
» Progressio £ 800
 Catholic Fund for Overseas Develop&)&50
» Worth Abbeyutreach Peru £2,350

4.25 In addition, the Delegation received seme sup
port in kind while conducting its field nikocese

of Chulucanas provided the use of two pick-up trucks
during two days in order to visit thefaotedalby the
proposed mine. Monterrico Metals provided vehicles and
use of a helicopter to visit the mine site, also over a two
day perio@All other costs incurred whilst with these
parties were covered by PSG.

4.26  The Delegation worked to a broad scope of
work defined and adapted in dialogue with the PSG
whose involvement was primarily limited to determining
the limits of what would and would not be touched on in
the reporfhis scope of the Delegatisaik was

defined a%:

“To collect and present evidence to contribute to a
greater understanding of the range of perspectives
on these issues, and in particular the viewpoints
found locally in areas directly impacted by UK
mining.”

and determined that the Delegation would, above all, col
lect information on the following dimensions of the Rio
Blanco Project:

* Environment atAf;

e Development;

 Social impacts;

Question of legality and norms

31 Much of this section draws on MonterricooMetalsh

site, http://mwwmonterrico.co.uk/, accessed on November 9th,
2006. It also uses material from Defensoria del Pueblo, 2006a.
32 |n late 2006, Monterrico Metals made press releases speak
ing of an unidentified company expressing interest in a
takeover of Monterrico. Subsequenéth February 2007,

the Financidimes reported that a Chinese conglomerate, the
Zijn Consortium, had madefantofacquire Monterfid¢os

offer is still under consideration.

33 The explosion of mining investment in Peru has brought in
many junior companies as well as individuals, all buying con
cessions El Comercio reported in 2005 fully 1415 juniors and
individuals holding concessitese is also a significant cur

rent of opinion questioning whether there is a role for junior
companies, given their very limited capacities in particular in
managing community relations (see for instance, El Com: ),




2005; Semana Econdémica, 2005). Others view these as argu
ments promoted by large companies who do not want competi
tion.

34 |n its 2003 prospectus, Monterrico noted that at that time it
had nine wholly owned subsidiaries, incorporated either in the
Cayman lIslands or in Peru.

35 For whom one of Montesrimmfounders then worked.
36 Monterrico Metals press release, December 22nd, 20086,
accessed from Monterrico Mettisite.

37 Letter froAndrew Bristow to the Director General of
Environmental and MiAfagrs, MEM; see also the MEM
document 024-2007-MEM-AAMAd January 9th, 20
38 Text as quoted by Minera Majaz in its public anno
issued in El Comercio dated January 22nd, 2007.

39 Monterrico Metals press release December 1st, 2
accessed from Monterrico Meg&lisite, states that the
MEM had confirmed “the legal title held by Minera M
... over the Surface Rights covering the Rio Blanco |
40 See their statement issued on January 23rd also |
national press.

41 Monterrico Metal&bsite records a press release o
December 22nd, 2006 noting that it is now in posses
draft DFS, prepared by Hatch Engin€kemngeport that
DFES is to be audited but in the meantime, further wc
ing test work, was required on the filtered tailings fac
the concentrate pipeline.

42 \WWe comment on the implications of this point in Pi
43 We were told by the company that they assisted tt
ducer in making the documetttangh the producer
retained editorial control.

44 The presentation was given at the CoppareDafythe
Mining JourreR0:20 Investor Series of semiliarsveb
cast of the presentation and overheads is available ¢
http://wwwnclwebcasts.com/Copper-monterrico-6-10-
06_files/fdeflt.htm.

45 The notes linked to the map say “The property is -
depth; to the North through the SOHO targetsesb Wit
the Quebrada del Cobre andybidwtargets and across
border into Ecuador” (http:/fwelwebcasts.com/Coppe
monterrico-6-10-06_files/fdeflt.htm).

46 Critics of the mine suggest 3000 campesinos wer:
others suggest less though Diez still notes the meeti
massive.

47 The mine is located on the boundary ofethedmef of
protected area, the National Sanctliabacdnas-
Namballe.

48 DINOES are the Executive Divisions for Special C
(Divisiones Ejecutivas de Operaciones Especiales},
ized national unit prepared to handle violent conflicts
49 The failure was apparently a result of sabotage. M
of the commission report lack of support and obstruc
behaviour by the forces of law and order who were ¢
to deliver them to the site.

50 The idea of the commission came from CONACA
the MEM reformulated and ultimately coordinated its
tion - its creation was announced bgeahdinister of ME
on July 27th.

51 “Terruco de mierda” perhaps best translates as “te
bastard.”

52 La Republica, December 25th, 2005 pages 10-1

53 Propuesta Ciudadana (2006) notes that police ref
registered and proved that these people were contra
the company

54 Diez was involved in the work of the Centre for Ct
Analysis and Resolution of the Catholic University of

has since continued to research the case.

55 Other incidents of violence include: in February-2006, ron
deros of the communityaata kidnapped community-mem

bers who had worked for the mine - these were later freed by
the police; the transmitter of an environmentalist radio station,
La Poderosa, was destroyed.

56 For instance, conflicts ardandcocha have led to activi

ties in Denver (where Newmont is base@samjith DC

(where the IFC is based).

57 PSG has 500 registered members, one paid member of
staf, and an annual budget of £35,620. Its members include
academics, politicians, journalists, NGOs, church groups, civil
society groups, trade unionists, twin town groups, students,
former ambassadors and citizens with an interest in Peru for
varying reasorihere are no corporate members

58 At its 2005 annual meeting, members voted to focus on
mining as a campaign activity

59 This was announced as: Peru Support Group Public
Meeting - Big challenges ahead for UK mining in Peru 21st
March 2006, 4.00-5.30pm Houses of Parliament, Portcullis
House.

60 The helicopter was also conducting routine servicing of the
site at the same time.

61 Three other aims related to fiaetsfhat it was hoped the
Delegation might have on discussions of mining, corporate
responsibility and development in the UK.




Chapter 5

Method and process of the

Delegation

5.1 The work of the Delegation in Peru invc
interviews, group discussions and sité lvesits.
Delegation sought a wide range of views on the
Blanco Project from a variety of people and insi
directly or indirectly involved. Interviews were ¢
with government and civil society organisations
as with the company and residents of teetas diy
the projeéBPart of the Delegasambrk was in Lim
where meetings were held, inter alia, with the N
Energy and Mines (Minister imedMinister), the
OmbudsperserOficé4 (with the Ombudsperson ¢
advisors), the President of the Congressional C
Commission on Energy and Mines, the Majaz <
Group, the British Embassy and various expert
ants as well as with members of Mosteoial
development teahie other part of the Delegatio
work was in Piura, primarily in the province of
Huancabami§aHere meetings were held with co
nity members, local authorities (from governme
community organisations), the Church, the Fror
Sustainable Development of the Northern Front
Peru, researchers, NGO ataf mine stafhe mine
site was also visited. In a number of interviews
respondents asked for material to be considere
mousThis material has not been sourced in the
though it has influenced our interpretation in so
respects. Finalijaterial gleaned in the course-of
ducting other research has been used where aj
ate.

5.2 Given the nature of the conflict that the
Delegation was addressing, it is not surprising t
number of instances interviewees were cautiou
speaking to @&This was the case both with the ¢
pany and with activists and critics of the cémpa
some activists critical of the mine, the very fact
were a UK Delegation inspired distrustitsuesyel
this meant we must be linked to the mine or at |
working to support the interests of British invest
Peru. \lth time, some of this distrust was overco
though not completiigeed, this is one sense in
the experience of the Delegation was itself indic
some of the issues at stake in the conflict it sou
understandhe intense distrust surrounding this
restricts the possibility for open and honest disc

and creates an atmosphere in which actors are very
quickly pigeonholed either as ‘praniami-mine.’
This is a point to which we return in a later section.

The Delegation’s experience served to
highlight several additional dimensions
and dynamics of the conflict that we
were seeking to understand

5.3 The Delegatisréxperience served to-high

light several additional dimensions and dynamics of the
conflict that we were seeking to understand. In, particular
in several cases, we were given conflicting information
by dilerent parties regarding the relationships that they
had with each othlertwo instances, Monterrico

informed us they had a certain arrangement with another
person and organisation, while that person insisted to us
that this was not the cAs$ehe very least this implied

that the two parties saw their mutual relationship in quite
diferent ways; and it may have implied that at least one
of them did not wish to be honest with us about the true
nature of that relationship. In such an environment, once
again, it is fidult for anyone to be clear on what is hap
pening and on the precise nature of the relationships
involved.

5.4 Also, during our time in Huancabamba, local
actors attempted to turn the Delegation into a source of
information. Repeatedly the Delegation was asked to
explain technical and hydrological aspects of mining,
types and levels of risk associated with a mine of this
type, and the nature of the mine that was being consid
ered in Rio Blanco. By and large it was not our position
to respond: but this desire to garner information from us
itself seemed to indicate a general lack of information
among those with whom we spoke. Indeed, one of the
strongest senses that the Delegation formed on coming
away from its community meetings was that lecal popu
lations (rural and urban) are chronically ill-informed on
both the likely nature of the mine at Rio Blance (in partic
ular its potential size) and the possible environmental
impacts it might have. More often than not, people were
not informed at atl.the extent that lack of information

is directly related to perceived risk (and of course it must
be) this is only likely to increase propensity to protest.




5.5 Finallythe Delegation itself quickly bece
caught up in the conflicts and tensions surrouni
mine. Having arrived in Huancabamba at 4pm,
morning the following day the Delegation was ¢
being discussed and defamed on a local radio
that argued that we were a highly paid NGO wt
the mine and sowing confusion in the zone. M¢
cantlyperhaps, a number of the group discussic
held - some of them tense - themselves becam
for the venting of quiteriht views on the desiral
of the mine and the rights and wrongs of the be
of diferent actorshe Delegatisrown experience

became, then, indicative of hioauldit is for an ac
to assume an independent viewpoint, anfidudtnit
is to form a view on the ‘re#litlgings in a context
which opinions are so deeply held, and so opp

62 Annex 5 contains a list of interviewees.

63 Defensoria del Pueblo.

64 The delegation did not address issues related to t
pipeline for piping mineral slurry to the coast, nor wit
We were informed of conflicts and issues surroundin
these components, but were unable to pursue them.
65 Some, for tifent reasons, requested anonymity w
have respectethe majority of persons asking for ano
worked in the mining sector




Chapter 6

Events and changes since April 2006

6.1 It was important to define the moment and

context in which the idea of convening this Del:
was formed for two reasons. First, one task of -
Delegation was to form a view on the accuracy
statements made by NicAh@rado and represen
tives of Monterico Metals during the debate on
21st, 2006. Second, it marks a point in time fro
we can trace the most recent events and chany
rounding the Rio Blanco Projeetfirst of these
issues is dealt with later on when we deal with
Delegatiosviews on the Rio Blanco Profext.
second is addressed in this section where we t
continuities and changes that have occurred in
flict betweehpril and Novemb2006. &/ also dis
cuss changes in the internal organisation and
presentation of Rio Blanco and, firatlyscuss sol
changes in the proposed design of theSproject.

6.2 Since the idea of the Delegation was fi
ceived, there has been both continuity and cha
the relationships between stakeholders in Rio |
The continuity is most apparent in the dynamic
conflicts between the compacsl actors and gov
ment; the change is most apparent within Mont
Metals and Minera Majaz and the ways in whic
present themselves publicly

6.3 InApril, 2006, the Defensora del Puebls
(Ombudsperson) of Piura suggested the import
preparing a full report on the presence of Mine
in the communitieXafita and Segunda y Cajas -
report that these communities requested (Defe
Pueblo, 2006). Shortly afterwards, “the Ministry
Energy and Mines ended figiatlfy withdrawing frc
the dialogue [with the Frente], apparently ¢ltss
[then] most recent cycle of negotiation” (DieAs:
a response, a few days later a strike was callec
provinces of San Ignacio, Huancabanfyalbach
protesting about the presence of mining in the
calling both for the withdrawal of police presen
for a legally binding referendum that would det:
whether mining should occur there (Cooperacc
2006)Then iugust, 2006, leaders of 50 comm
fromAyabaca, Huancabamba and San Ignacio r
ofiicials of the new government in Lima to requ

termination of mine activilies.government however
called for continued dialogue (Propuesta Ciudadana,
2006).

6.4 August and September of 2006 were dominat
ed by the release of the report by the Defensoria del
Pueblo on the legality of MinerasMajzénce in

Yanta and Segunda y Cdjhs.report was released on
August 9th, and was followed by a response from the
MEM on September Thkts was followed ten days

later by a public apology from the company (see below)
for conflicts arising from the behaviour of some of its
staf68

6.5 The Ombudspersoréport (Defensoria del
Pueblo, 2006) found four failings in the way in which the
MEM had given the company permission to explore in
the communitiesYahta and Segunda y Cajas.

a) It concluded that the MEM had taken longer than the
stipulated 40 days to grant permission to the.company
b) It found that the public announcements issued to
invite the communities to comment on the sompany’
‘environmental stuslyd misnamed the area for which

the company was requesting exploratioit mghts.

public announcements referred to the district of
Huamarca in the province of Huancabamba (itself a mis
spelling of Huamarca), while in fact the request was for
exploration in the district of Carmen de la Hroatera.
Defensoria argues that this could have been an obstacle
to public participation in the process - noting, indeed,
that the MEM had received no observations en the pro
posed exploration project.

c) It found that while the law requires that exploration
activities receive ex ante approval from owners of the
surface property where exploration is johecMEM

failed to include this in the guide on paperwork that it
requires from companies requesting approval of their
Environmental Evaluations, possibly meaning that com
panies fail to gain this permission.

d) It noted that, where the surface owner is a
Comunidad Campestha Law 26505 states that per
mission to explore requires approval, in a community
wide assemblyf two thirds of the commainigrm

bers. Minera Majaz only gained approval from-communi
ty leaderd’he Ombudsperson therefore asked the MFM




to clarify how it would rectify the situation so th:
compang’permission might be considered valid.

6.6 The Ministry responded to each of thes
observations as follows (MEM, 2006):

a)The first it viewed as an incorrect reading-of |
dures on the part of the Ombudsperfoa!

b) The second it accepted, though rejected that
influenced levels of participation because the M
organised workshops in three localities of Carmr
Frontera to disseminate information on the expl
requesfThese were heldAungust 17th, 18th and

19th, 2008

¢) On the third, it argued that the MEM does no
see such permission in order to approve explor
requests - and that such permission is only req|
prior to the “development or exercise of mining
by the owner of mineral rights.

d) On the fourth point, it repeats the argument t
MEM did not need to see this approval from twi
community members in order to approve the re
exploreThe MEM did request more information
steps being taken by the company to avoid con
the area and, once satisfied, gave Majaz permi:
explore. Howey®EM also notes that the mining
pany does need two-thirds approval in order to
developing mining activities.

6.7 It is important to note that the role of th:
Ombudsperson is to ensure that the actions of |
state entities respect and ensure citizen rights -
actions of companiBise exchange between the
Ombudspersertfice and the MEM therefore rev
around the extent to which the MEM followed e
scribed processes. It did not in this first report {
ment on the legality of the corsgaegence in the
communities of Segunda y Cajataatadone way ¢
anotherthough importantly the MEM notes that '
Ministry of Energy and Mines, as for any other |
authorityin order that it be considered valid, the
which the agreement with the community for the
surface land should be supported is prescribed
appropriate lawhich is to say Law 26505 and its
norms and procedur&gdt said, in a subsequent
interviewthe Y¢e Minister insisted that to begin e
ration activities, community approval is not reqt
Comercio/Padilla, 2006).

6.8 The nature of the case, and of the exct
with the MEM, prompted the Defensoria to go k
initial shorter statement on the case and to pref
more detailed report on the cofiigtwvas issued ¢
November 20th, 2006is larger report goes furthe
than the earlier statements. It does not accuse
Majaz of acting illegdliyt does conclude that ME
approved Minera Maj&ivironmental Evaluation
(which givesfettive permission to explore) withc
company having secured all necessary permiss
laid down in Peruvian law (a finding that Minera

contests¥® The report concludes that with the informa
tion that it had at its disposal, the MEM should have
known that Minera Majaz had not gained the permis
sions it needed in order to be legally present on the
lands belonging to @@munidades Campesafas
Segunda y Cajas afadita - and that even with this
information in its hands, the MEM still proceeded to
approve the Environmental Evaludgatigly telling
the company it could begin exploration).

6.9 Importantlyhe report of the Defensoria was
delivered to the MEM before the day and time at which
Minera Majazturrent permission to explore on these
lands expired and exactly at the time that MEM should
have been forming a view on Mineras Mejag'st for

a renewal of permissidre report requires that before
renewing this permission, MEM be sure that the compa
ny had resolved these legal probietinsn December

1st, 2006 Monterrico Metals issued a press release
saying that “Monterrico is pleased to announce that as
part of its internal due diligence process the Government
of Peru was asked to confirm, and has so confirmed, the
legal title held by Minera Majaz S.A. (a 100% subsidiary
of the Company) over the Surface Rights covering the
Rio Blanco proje®t'in essence, knowing that the legal
basis of the compamyresence on t@emunidad
Campesinlands of Segunda y CajasYanth had

been deemed inadequate by the Defensoria, and had
been questioned by the communities themselves, the
company requested permission to remain on those lands
from the Ministry (not the communities) and the Ministry
gave this permissi@ifegal expert at the Defensoria
advises that in doing this, the MEM is quite simply “going
against the law

Minera Majaz has recognized the exis -
tence of difficulties in its relationships with
local populations, though has not
accepted any argument that its

presence on community lands is illegal

6.10  Minera Majaz has recognized the existence of
dificulties in its relationships with local populations,
though has not accepted any argument that its presence
on community lands is illegal (a point we take up in more
detail in the next section). Its recognition offttidse dif
ties was recently reflected in a lettémfdoenv
BristowOperations Manaderthe MEM in which he

said that Majaz was withdrawing a request to expand its
area of explorations that it had filed on June 12th, 2006.
The letter notes that this has been done because Majaz
“considers it necessary to prioritize actions that will lead
to the search for solutions to the concerns and interests
of the local populations that in some way have led to a
partial opposition to the exploration stage of the
project’* AMEM press release of January 16th, 2007,
notes thatid Minister Padilla reported on this request

in her report to the Congressional Commission on
Amazoniamy\ndean anéifro-Peruvian Peoples, Ecology




and Environment. In her testimony she noted tr
company has tried to organise meetings with cc
and other local representatives as well as with |
tatives of organisations, but the rejection of the
continues.” Howeuee letter from Majaz to the M
also notes that the suspension of exploration is
temporanuntil the presentation of ittnEh% first
quarter of 2007, and that “once sdidsEh&en
approved, Minera Majaz will proceed with the ¢
tion and exploitation of the mine.”

Changes in Monterrico Metals and
Minera Majaz

6.1 SinceApril 2006, Monterrico Metals and
Majaz have instituted a series of changes in the
tion of their Board of Directors and tfing. dtédst

interviewees asked interpreted these changes a

tuting a response to some of ficelté#s encountered

by the companies in their relationships with distinct sta
holders in Perit the Board level of Monterrico, a signifi
cant change was the incorporation of Richard Ralph as
Executive Chairman of the Board of Directors. Ralph had
been “Britighmbassador to Peru from 2003 to 2006,
before he retiredNprif2and joined Montersd®@bard
inAugust of 2008The appointment is deemed by some
as a seriousfeft to modify the compsapyblic image

and high level relationships in Peru. Certainly the con
tacts developed by Ralph as a result of his work as
BritislAmbassador will be an important asset to-the com
pany and the company notes that his “assistance in
bringing the project forward at the Peruvian national level
will be invaluable to the development of the Rio Blanco
Project” (Dorman, 2006). During his Aiimbassador

Ralph was active on mining issues and among other
things helped create an informal group of the Embassies
(UK, CanadAystralia...) to discuss mining issues and

Box 4
Minero Majaz's
Public Apology

Rio Blanco Project
Workinglogether
PRONOUNCEMENT

Minera Majaz S.A. addresses
the public opinion of the
provinces éfabaca,
Huancabamba, Jaén and San
Ignacio, belonging to the regions
of Piura and Cajamarca; and in
particular the families of the
communities of Segunda y Cajas
andYanta as well as to organi
sations of rondas campesinas
and social leaders, and wishes
to express the following:

1. Minera Majaz S.A. is & com
pany that is currently undergoing
a sincere period of change and
substantial improvement in its
attitude towards engagement
and dialogue with all those who
are located in the area of influ
ence of the Rio Blanco Project.

2. In this sense it wishes to
express its public censure and
its most deeply felt apologies for
attitudes and conflicts that in the
past have occurred between cer
tain of its sfadnd workers, and

some families, and organisation
al and community leaders of the
provinces of Huancabamba and
Ayabaca.

3.The people associated with
these conflicts have been seri
ously reprimanded and perma
nently separated from our com
panyas an expression of the
desire amorithe Directors of
Minera Majaz that such attitudes
are never again repeated in the
future.

4. Likewise, fundamental to the
changes f&cted by our compa
ny the management of Minera
Majaz's community relations is
now the responsibility of a new
Socialleam that takes social

and environmental responsibility
to be the policy guiding its rela
tionships with the human and
natural environment of the Rio
Blanco Projeétvital element of
that policy is the use of the most
up-to-date technology in order to
assure community families that
neither their water sources nor
agricultural lands will be centam
inated. Likewise, Minera Majaz
S.A. wishes to promote a frank,
sincere and open dialogue with
those who disagree with, or
express doubts or fears regard
ing the mining operations of our

company

5.As an expression of our good
will in engaging the community
we have given a new Legal
Team the responsibility for legal
proceedings that are currently in
process, and that team is cur
rently conducting an exhaustive
review of each casethaut
compromising that review
process, we wish to express our
greatest collaboration and desire
that these legal cases currently
in process be resolved harmo
niously and without prejudice to
those involved. In this sense, we
inform you that from here on
Minera Majaz S.A. will initiate no
more legal proceedings; this will
be the role solely of the Public
Prosecutor

6. Finallywe wish to reiterate

our commitment to local devel
opment, which means consistent
support for the improvement of
the quality of life of families of
Piura.

Lima, Septembéditt, 2006

Note: our translation of the origi
nal Spanish publisheBlin
TiempdSeptembetrlth, 2006
(ElTiempas a regional newspa
per in Piura).




support the sectbie also served as Chair of the |
of theTintaya Foundation, a mine funded foundat
working in another conflictive mine site ilA€uscc
ambassador he had visited the Majaz exploratio
and voiced support for the project and confidenc
companyg’predisposition to satisfy all environmer
normg#4Since assuming his Chairmanship he ha
already engaged in several rounds of senior me
Peru in his new role.

6.12  Alongside these board changes, Monte
and Majaz instituted several modifications in its
and organisation in P&he essence of thesefiggf
changes was announced in a public apology is¢
Septembenlih, 2006 by Minera Majaz regarding
behaviour of members of stdlinera Majaz. In th
apology (Box 4) the company accepted that a n
its steffhad been involved in forms of behaviour
induced conflicts in the area of influence of the
(defined in the apology as the providgabaxa,
Huancabamba, Jaén and San Ignacio). In Sept
the company terminated the contracts of the co
relations team and also changed its legalrteam.
community relations team was recruited,itgthlay
Montoya, a social scientist hired in May 2006 a
prior experience on the Shell-Camisea natural ¢
ect (among others). Members of the team recru
recently brought with them experiences from th
Capital Group (an important consulting group w
social dimensions of extractive industries), Carr
others.

6.13  The new community relations team has
sought to overhaul the nature of the community
ment programme, both in the exploration and e
tion phase3hey explain that the new approach
framed in terms of participation and leguiltyocus
particularly on supporting small-scale economic
(handicrafts, livestock, agro-ectdoggm) and vec
tional traininghey have also attempted to reach
national luminaries in ecology and the social &c
One success in this regard waArttaatio Brack, a
well known Peruvian ecologist, featured Minesa
proposal for mining and community developmel
monthiffV documentabya Buendierra In other

cases it is less clear that the compatigtives hav
led to new working relationships (see later).

6.14  The mining and environmental compone
the project have also been changed in recent m
particular the company has decided to shift to tt
a relatively nearganically based technology in th
treatment plant that will be located near tAéenin
technology will also reduce the amount of water
mine uses - through combining water recycling,
drying of tailings and the production of a semi-d
of partially processed ore that will then be transj
a separation plant located 300 km away on Pac

6.15  Putting these components tog#iberom

pany now packages the mineral extraction part of the
project with conservation and social comfdreents.
company now presents Rio Blanco as an “Integrated
development model” (Monterrico Metals, n.d). While the
very largest share of investment will go towards the
mine, processing plant, mineral-duct (if this is, in the
end, built), road improvement, concentrate separator and
port facilitiefhe project now presents an image of
combining community development and the creation of a
protected area. Indeed, the project is advertised as
being a vehicle through which some 10,000 ha of land
will be protected - land that would, it is suggested, other
wise be deforested by the progressive expansion of the
agricultural frontier (Brack, 2006).

66 At the time of writing these continue to be subject to
change, because the feasibility study dadé=ift yet

been completed.

67 The public apology is publishedienifo, the Piura
newspapeon Septembetth, 2006 on page 5, as a
"Pronunciamiento” of Monterrico Metals and the Rio Blanco
ProjectThe apology is translated in full later in the text.

68 The Defensoria has subsequently concluded that these
workshops did not provide information on the project itself but
rather on the process of consultation.

69 See Section 7 for more on the issue of Mty

Majaz's public disagreement with this view is included in its
public announcement of January 22nd, 2007.

70 Monterrico Metals website, accessed December 9, 2006.
71 | etter frondrew Bristow to the Director General of

Mining and Environmehitairs, MEM, dated December 21st,
2006.
http://Amwwninem.gob.pe/common/novedades/data/Desistimien
toMajaz_dgaam.pdf

72 Quotation from Monterrico Metals website, accessed
Novemberlih, 2006.

73 Monterrico Metals press rel@aggist 14th, 2006:

accessed from Monterrico Metals website, Ndutember 1
2006The press release details several changes on the Board
and notes "The Board granted an option over 100,000 ordinary
10p shares to Mr Ralph on his appointment as Executive
Chairman exercisable after 1 year with the exercise price being
the closing share price on Mondafubtist, 2006..Mr

Ralph does not hold any common shares of the. Company
There are no further disclosures pursuant to Schedule 2 (g) of
theAIM Rules in relation to Richard Ralph's appointment.”

74 La Hora, Novembgéthl 2005, Piura; and Monterrico

Metals website.

75 Arecent essay is less forgiving, speaking of a "press cam
paign that instrumentalizes such respectable professionals as
Antonio Brack and the former Rector of the University of
Cajamarca, Pablo Sanchez” (Revesz and Diez, 2006)




Chapter 7

Assessing the debate on

March 21st, 2006

7.1 This Delegation was charged to report |
main domains. Most specifiitattyist form a view «
the accuracy of interventions made during the ¢
that occurred at Portcullis House on March 21s
some of which Monterrico Metals (in theiteREC!
PSG) felt constituted an untrue representation ¢
uation in Rio Blanco. Second, at a slightly wide
is charged to consider the relationships betwee
Blanco Project and development processes in t
jects area of influend@dird, it is charged to consic
relationships between the project and environm
quality and securFpurth, it is asked to comment
the broadgsectoral issues that this case highlig!
This chapter addresses the first of these charge
the remaining three charges are addressed sec
in Chapters 8, 9 and 10. Chaptntludes and
seeks broader lessons.

7.2 As recorded in the report on this meetir
exchanges between NicAh@rado and represent
tives of Monterrico Metals on March 21st, 2006
disagreements over the following:

« the environmental impacts that exploratior
ties have had to date, and that the mine m
have in the future;

« the behaviour of the company and its rela
with communities and other actors;

« the legality of the presence of Minera Maji
lands of the communitieéofa and Segunde
Cajas; and

« the extent to which NicAh@arade’'presenta
tion was an accurate reflection of the natui
diversity of local views on the project.

7.3 The views and opinions formed by the
Delegation on these four points are developed
interview material, the exercise of logical and st
reason to some of the arguments, and analysis
internal coherence of statements made by stak
They are based on facts, but they are necessar
ions and not statements ofTthese views constitu
what the Delegation views as the best and mos
working hypotheses about events and the situa
Rio Blanco.

7.4 While the bulk of the argument in the debate at
Portcullis House revolved around human rights issues,
there were also disagreements regarding the environ
mental &cts that the project has had to date and might
have in the future. Some of these were about the foot
print décts of the proposed mine and its design, and
others about thdeets of its production processes. W
take each in turn.

7.5 NicanoAlvarado argued that the project is
located in a delicate cloud forest area that is home to a
number of endangered species, and that it would also
have a damaging impact omatheconas-Namballe
National Sanctuare also argued that its proximity to
paramecosystems (higher altitude grasslands) meant
that it would have a negative impact on regional water
resources. In response to this, representatives of
Monterrico Metals argued that the mine was located at
altitudes below thé&amand that the mine would pro
tect the landscape because the company was proposing
a conservation area around what would be the actual
mined are&his conservation area would include the
communities and preserve the forest.

7.6 The mine site is located in a fragile cloud
forest area that hosts certain endangered species -
some informants reported sighting tAedasn spec
tacled beafhat said, it is likely the case that some of
these animals will already have been scared away from
the area by the disturbances and noise linked to explo
ration processéde risk to tiabaconas-Namballe
National Sanctué&ig harder to asse$ke project is
located on the boundary of tfer zohe of the
Sanctuaryrhe Sanctuary plays an important role in pro
tecting several threatened species (includimdetine

beay puma, and tagimanzo et al., 2003: 136), as well
as hosting many endemic spéaasly by WWF and

the National Institute for Natural Resources (INRENA)
concludes that “the current area protected by the the
Sanctuary (29500 ha) isfinmirft to maintain minimally
viable populations ofAhdean beakndearfapir and
thepava barbdt§Amanzo et al., 2003: I3§t study
therefore recommends expanding the size of this




Sanctuary to create a corridor linking it to the

Podocarpus national park in Ecuador and thus
tecting avenues for species and seed moimdel
140-142)The mine site would challenge the inte
such a larger protected area. Hovwfehermine did
prove to be a spearhead catalyzing a larger po
mining district (in the sense that the Monterrico
project manager suggested was possible in his
tation to industry experts and investors in the U
there would be substantial increase in the risks
paramosnd the larger ecological zone of which
Tabaconas-Namballe National Sanctuary 1€ a p:

7.7 The company is - as it argued in Marct
proposing the creation of a protected area that
cover some 10,000 ha. adjacent to th&hmidetail
of this area and how it would be managed still |
be worked out at the time of the DelsgasgibnSucl
an area would have the potential to protect fore
resources in the face of an expanding agricutu
tier in the are@s suggested by other protected &
experiences in Peru and elsewhere, this will on
the initiative is well funded and if relations with-
ties are worked out so that they have a clear st
and identification with, the protection of the are.
Otherwise the area could become little more th
on a map.

7.8 Perhaps the more important disagreem
regarding the mining processes that are being |
for the Rio Blanco Project relate to the use of ¢
reagentAs Monterrico stated, cyanideotii# usec
and the processing methods being proposed w
organic reagents (see earlier and G¢leveense o
the Delegation is that in general, reagents will r
important source of environmental hazard and
nation (see below). Related to these concerns,
Monterrico also noted that they were carrying @
Environmental Impassessment for the project tc
World Bank Equator PrincipleslgBank Safegual
Policies and Sector Guidelines) and are sure tr
project will be found environmentally mandgeal
same statements were made to the Delegation
Howevethe Delegatisimequests to meet the cor
ing company that is preparing the impact asses
study did not yield fruit (we assume for busines
dentiality reasons), and so we are unable to co
on the principles guiding the assessment.

Issues of corporate social responsibility
and community relationships

7.9 In the meeting at the Houses of Parlian
company representatives argued that contrary 1
tions, the company did not support violence, he
been involved in any violent attacks against-loc
dents opposed to the mine, and did indeed hav
zation from the communities to use their land. |
follow-up letter to the PSG, Monterrics thetaCE

also argues that between 1994 and 2006 “there has
been constant positive contact between operating com
panies and the local communities” and that the company
has written consent from the local communities. He also
notes that Minera Majaz has “community relations and
development programs focusing on building trust
between the company and the communities and stimu
lating parallel economic development in the area of influ
ence of the project.”

7.10  Monterrico Metals made these verbal and writ
ten statements in March 2006. Subsequently in
September 2006, the company issued a public apology
in which it accepted that some offitsastdifeen

involved in conflicts with families, individuals-and com
munity and organisational leaiezsapology would
suggest that company management became aware of
new information sometime between March 2006 and
September 2006 leading it to amend some of the views
stated earlierhe dismissal of the community relations
development team seems to suggest that the gompany’
“community relations and development programs” had
not been “building trust between the company and the
communities” and that the Minera Majaz subsequently
came to this same conclusiuis.suggests forms of
corporate management that did not allow management
to be aware of $taéhaviour that did not foster strong
community-company relatfons.

7.1 The history of conflict in the region (as detailed
in earlier sections) also suggests that the marsagement’
belief that there had been a “constant positive contact”
between Minera Majaz and communities in the area did
not reflect what had happened prior to March 2006.
Indeed, members of the new social team recruited since
August/September of this year themselves comment
that, once they began visiting communities, they encoun
tered a history of bad beha%muthe part of both
company sfadnd activists that took them aback.

7.12  The general sense from the interviews con
ducted by the Delegation is that the company does not
enjoy a good reputation, precisely because of the per
ceptions thatfdifent actors have of its behaVloar
testimony of thec® Minister of Energy and Mines to

the Congressional Commission, and her reference to a
continuing “rejection of the corf¥danggests the

same. While the recent change in team and Board lead
ership is deemed by some as potentially important (see
below), a range of actors (both pro and anti-mine) enter
tain doubts about the extent to which the @mpany’
behaviour might change given past perfoiithance.
company would argue that it is not interested in looking
backwards, only forwards, and that its public apology
marks a line in the sand. Most of those we spoke to
were not yet persuaded by this argument, nor showed
themselves inclined to be persuaded.




7.13  Afurther area of disagreement in the Pc
House meeting surrounded the legality of Minei
Majaz presence in community lands. In March,
company representatives stated that that they v
operating legally and that no formal legal challe
ofiicial complaint had been filed against Rio Bla
the twelve years sinciedint companies began a
ty in the zon€hese statements are re-iterated in
CEQS undated letter to the PSG sent following t
meeting.

7.14  The CEO and company atefcorrect in
saying that no formal legal challenge to their oc
of the concession site had been made in Marct
a formal approach to the Ombudspafomnwas
made shortly after by the communitgaand
Segunda y Cajas). Howeawmh of these commun
had made a formal complaint to the MEM follov
munity assemblies they held on May 18th, 200:
January 10th, 2084 these same assemblies, cel
nity members rescinded any permission commt
leaders may have given to the company to ope
(Cooperaccidn, 2006). Having read the minutec
responses given by the company in March, 20C
would be our opinion that they did not represen
had happened in Peru.

7.15 Once a complaint was made in May 20
the Defensoria del Pueblo, this triggered a far r
searching discussion of the legality of Minera M
presence in Rio Blaridee exchanges between th
Defensoria del Pueblo and the MEM during Se|
and October of 2006, while not casting a direct
on the legality of Minera Mapaesence, demonstr
that there is much more doubt about this questi
legality than is implied by the cosptatgments in
MarchThe \te-Minister has argued in a press ir
view (and to the Delegation) that companies do
two-thirds community approval to explore in cor
lands - which would imply that she believess Ma
presence is legahe lawyers of the Red Muqui a
the opposite, insisting that the legisiatear that
this two-thirds permission is required for minerg
ration and indeed for any third party to use surf
of communities - unless they wish to open a pr¢
compulsory purchase of use rights (a position v
the Ombudspersoffice agrees - see below).

7.16  The Delegation is not in an expert posi
have a view on which interpretation of Peruvian
correct. Wnote that it is not surprising that a Mil
whose role is to promote mineral investment an
activity would have the view expressed iog the \
MinisterLikewise one would expect that human
legal rights groups would emphasize those laww
cles that respect community rights against thos
parties. If our criterion is that development expz

doms and empowers, then legislation protecting the
rights of historically (and currently) disadvantaged and
excluded groups would be more in accord with this view
of development than would legislation that allows use ¢
their lands without their majority permission.

7.17  More importantly - because its view is not
overtly influenced by stakeholders - the Defensoria del
Pueblo has subsequently made a more speeific state
ment on the legal basis of Minerasagsgnce in

Rio Blanco in a report issued on November 20th, 2006.
This report concludes that - contrary iwethe V

Ministés view - mining companies do need two-thirds
approval from a community assembly in order to conduct
exploration that involves the degree of landscape modifi
cation anticipated by Maj@gploration (pp. 5-6). It also
concludes that the agreements which Minera Majaz
elicited from leaders of the two communities did not
meet this legal requirement (because they were not
based on assembly decisions, nor were they legally vali
dated in the way required by thé leavMpefensoria
concludes (p.9):

“these documents do not constitute a valid basis for

showing prior community agreement to realize explo
ration activities on the surfaces of the property of the
communities of Segunda y Cajataatad”

7.18  When requesting approval of its Environmental
Evaluation in 2003, Minera Majaz also presented an
agreement between Segunda y Cajas and Minera
Coripacha, the company that had been the operating
face of some of the prior owners of the concession in
Rio Blancd@he Defensoria concludes that this agree
ment was legally adequate for Corgpai@szEnce on

those lands. Howetbke Defensoria notes that this
agreement is with Minera Coripacha and not with Minera
MajazAs the agreement is, legalbpntract, it is gov

erned by the Peruvian Civil Tbéeinterpretation

made by the lawyers andl atdlie Ombudsperson’

ofiice is that this Code stipulates that such contracts for
exchange of services (land use in return for community
development) do not automatically pass with the proper
ty - they are tied to the parties, not to ties lsmch

they would have to be re-celebrated by the communities
and the new concession owfkisre-celebration did

not occuilhese are the agreements that Minera Majaz
has presented to MBRCLording tacé Minister

Padilla, howey®EM has “required Majaz to present
up-to-date documents that demonstrate the existence of
a relationship of trust with the communies @ind
Segunda y Cajas regarding the surface use of the
land320n January 17th, Padilla is reported as having
“recognised that Majaz mining company has been under
taking illegal mining activities since 2003 ... because it
had not been formally given the use of peasant commu
nity land, even though at the time a resolutior was pub
lished il Peruansaying that they had.” Howsher

notes that Peruvian law only allows a year to-make cor




Box 5

Minera Majaz’s
statement on the
legality of its pres -
ence in the Rio
Blanco area

Majaz Mine Ltd. Public
Announcement

In response to a number of pub
lications suggesting that
Monterrico Metals has been car
rying out illegal exploration activ
ities since 2003, the firm would
like to express the following:

1. Since beginning its activities
in the zone of the Rio Blanco
Project Monterrico Metals has
requested from the relevant
authorities the necessary permits
and authorizations, which have
been duly granted;

2. In the month of January 2003
Monterrico Metals requested
from the Ministry of Mines and
Energy (MINEM) approval of the
Environmentassessment of

the Rio Blanco Exploration
ProjectThe assessment was
approved on 28 November 2003
as recorded in Resolution No.
478-2003-EM/DGAAis
authorization expired on the 28
November 2006.

3. During the course of this
permit, the company began and
completed its exploration -activi
ties to determine the magnitude

of existing mineral deposits.

4. Having completed the ebjec
tives of the exploration phase
the company declined te pro
ceed with an application to
extend the environmental permit
filed with MINEM in June 2006;
cessation was approved this
month [January 2007].

5. Monterrico Metals is currently
undertaking activities to rehabili
tate the environment in accor
dance with MINEM requirements
and relevant regulatiédigshe
same time, an environmental
impact study is being finalised
for the next development phase
of the Rio Blanco project.

6. Having acquired the assets
and rights from its predecessor
Minera Coripacha, Monterrico
Metals also possesses the nec
essary permits to use the land
surface in thedita” and
“Segunda y Cajas” communities.
Located in the vicinity of the Rio
Blanco project, the permits were
granted by the communities with
the unanimous approval of their
assemblies in October 1997.

7.These permits were presented
to MINEM in October 2006. On
28 November 2006 the Director
of the legal department of
MINEM advised on the legal
position regarding the use of the
land surface areas by Monterrico
Metals (Report 430-2006-
MEM/OGJ) stating:

“...the Director General for
Environmental Mining Issues
(DGAAM) has foundezgl title
holdeto the permits for the use
of the surface land confirming
thelegitimate possession of the
use of the area where the Rio
Blanco project is locatéte

legal position, in the absence of
a judicial declaration of nullity or
contractual revocation by agree
ment between partiesnains
valid..’(our [Monterico Metals’]
emphasis).

Furthermore, it concludes that:
‘...the generafioé is of the
opinion that the expiry of the
mining exploration permit-grant
ed to Monterrico Metals does not
afect the right to land surface
use in the vicinity of the Rio
Blanco project...’

Monterrico Metals is a socially
and environmentally responsible
companylt underlines this eom
mitment by seeking to establish
an open, respectful and trans
parent dialogue with the cemmu
nities living close lig aim is

also to address community con
cerns and expectations, and
develop new ways of compen
sating them for the use of their
communal lands, and to reach
agreements based on strength
ening sustainable development
in the region of Piura, especially
in the provincesAyabaca and
Huancabamba.

rections to such errors, and that for this reason
had chosen the path of roundtable discussions.
part, the company issued a public announceme
national press on January 22nd, 2007 (Box 5),
that its presence is legal, and is based on prior
ments given by the communities to Minera Cori
and supported by findings of the MEM in Novel
2006. Referring to these agreements with Corig
opposed to those that Minera Majaz gained dirt
community leaders in 2002 reflects a notable cl
strategy and argument on the comparty a chan
that a Piura newspaper interprets as the compz
ognizing that these documents from 2002 are r
defensible bases for justifying their presence ol
nity land€E{Tiempo January 23rd, 2087).

7.19  Afinal observation regards the nature of the
agreements that Majaz elicited from community leaders.
In these agreements, community leaders gave Majaz
permission to use community [Binel@greements do

not state many specifics of what the company will give in
return for use of the land, and do not say when it will be
given. More significamygre significantly the agree

ments do not say when Minera Magaziission to

use land would end, nor do they establish the conditions
under which the communities can rescind that permis
sion.The agreement with Segunda y Cajas allows only
for seismic prospection. Neither refers to permission for
the establishment of a fixed presence.




7.20 In the absence of a population-wide household

opinion survey it is impossible to assess the ex
which the critical views expressed by Nlcaramdo
on March 21st, 2006 reflect widespread commni
ion. Indeed, an independent survey of this sort
a sensible way to gauge the balance of views it
provinces to which Monterricodvigtalogy was
directed4What we can say is that during the wo
the Delegation, a range of views were encounte
not all were as critical of the mine project as thc
voiced bglvarado. Many were highly critical, ott
were moderately supportive of a mining project
often still critical of the compéaeieaviour), and
others were simply uncertain, not sure what infc
to trust and therefore of how to have an ©patior
said, during the five days spent in Piura, we hei
more criticism of the mine in the general spirit ¢
Alvarade’views than we heard support for the n
is also the case that neither in Lima nor Piura, (
Delegation hear enthusiastic support for a mine
opment project led by Minera Ri&jaa.number of
instances, while there was support for a mine p
Ayabaca and Huancabamba, doubts of varying
gravity were expressed regarding the ability of |
Majaz to execute such a project, in large meast
because of its own history of community relatiol
behaviour in the zone.

76 “Sanctuary” is a protected area status in Peru.

77 One estimate is of a potential doubling of producti
that initially anticipated - a doubling which would req
million additional investment (Correa, 2@06&yeviobld
that in certain presentations, Richard Ralph has sug
could be one of the very largest copper operations ir
(also see Correa, 2006a and Dorman, 2006); and jot
invited to the mine site by Minera Majaz report that tl
potentially be the second largest copper minAineliih
and the largest in Peru @retana Indiscreta, 2006)s
would make it similar to or larger than Cuajone in llo
Antamina - themselves enormous projects. Furtherm
mine holds open the possibility of discovering more ¢
the area (Andrew Bristow interviewed in tA&/ganme
gramme).

78 Alejandro Camino, once of the Mountain Forum in
and former director ofAksociacidhncash, a foundatior
created by thentamina mine, suggests a similar situat
occurred idintaming’work, and this was a much larger
mining company (Camino, 2006).

79 One interviewee referred explicitly to “lies.”

80 See chapter 6 above.

81 The relevant laws and articlegwice 89, paragraph
of the Political Constitution that declares that Comun
Campesinas are autonomous, among other things, ir
and dispossession of their lands; Law 24656, the La
Native and Peasant Communities that the communit,
is a property of the community and that directives ha

explicit authorization from the community assembly before they
can allow others to use these propertidstided. of Law

26505 (The Law on Private Investment in Economic
Development...) states that permission for private actors to use
community land can only be given by a vote of two-thirds of the
communig’members, taken in a Commiwgsigmbly

82 Press release oit&Minister Rosario Pagli#stimony

to the Congressional Commissimaronia\ndean and
Afro-Peruvian Peoples, Ecology and Environment, January
16th, 2007.

83 E|Tiempo is one of Pisitao principal newspapers.

84 There are antecedents hre.Instituto de Estudios
Ecuatorianos conducted a survey of this sort in an area in
Northern Ecuaddieafed by a junior compang the results

have since been published (IEE, 2ZB88)niversity of St.

Louis conducted a health status study in La Oroya as well,
whose findings have proven very useful in informing public and
policy debate on thie@s of Doe Run in the reflos.

study in La Oroya focused on health impacts in a sample of the
population rather than on community attitudes or opinions.

85 Excluding interviews with mirie staf




Chapter 8

The Rio Blanco Project and

development in Piura

8.1 While much of the argument in Piura he
about the behaviour of Minera Majaz and about
actual and potential impacts of the Rio Blanco |
there are otheanore fundamental, arguments tha
inform the conflict over Rio Blaecsay\this not to
suggest that the conflict over Rio Blanco shoulc
understood as a vehicle for these wider argume
There are deep felt, specific and legitimate comr
about the Rio Blanco Project and Minera Majaz
would exist even if the entirety of the local popt
were in favour of mining in the highlands of Piu

8.2 The larger argument underlying the con
over the Rio Blanco Project is one over the type
opment that people want for this region, over the
on the contributions that highland Piura should r
national and regional development, and over the
the nation state should play in highlarsldeivetsp
ment. For many actors in Piura, there is a genui
cern that the Rio Blanco Project will be the thin
wedge for mineral expansion in the Tégi@gume
is that this mine would make it far easier and m«
tive for other mining projects to go ahead. Furth
while the drainage from the Rio Blanco site runs
by Jaén and San Ignacio and ointdmon and the
Atlantic (and thus does not run through Piura),
sequent projects will be in watersheds flowing tt
Piura to the Pacifibese subsequent projects will,
therefore, have many more implications for wate
and quality in Piura - and thus for agricultural ar
use of wateindeed, during the work of the Deleg
rural populations in Chulucanas (located betwee
Blanco and the coast) were concerned because
recently been contacted by the Buenaventura M
Companyvhich has concessions in these areas
(INACC-Cooperaccion, 20065.presence of
Buenaventura in the region amplifies the concer
those living closer to the Rio Blanco Project, bet
concessions adjacent to those held by Monterric
belong to Newmont, a US company that is an a:
with Buenaventura in Miv@nacochd hese conces
sions lie in the headwaters of waters running tht
Piura to the Pacific (Figure 4).

8.3 The second dimension of these larger argu
ments relates to central-local relations and citizenship
and democradyhe Rio Blanco Project has gone ahead
because the governmeAlgjndrdoledo issued

Supreme Decree N° 023-2003-EM declaring it to be of
“national interest” and “public necessity” - otherwise the
Constitution of Peru would not have allowed a foreign
company to own resources within 50 km. of the interna
tional borderhe project is therefore proceeding

because it is deemed important to the nation, not so
much by the localitya similar vein, the central govern
ment promotes mineral development in Peru because it
attracts large volumes of foreign investment and gener
ates tax revenue - and indeed, the foreign currency that
would be generated by Rio Blanco would clearly be ben
eficial at a national level. Fifty percent of this tax revenue
now goes back to the area influenced by the mine
paying the tax, and so mining is also viewed as fostering
local developmenihat said, the promotion of mining
investment remains primarily part of a national rather
than a local or regional development strategy (though
Rio Blanco appears as a source of public investment
revenue in some base documents for thinking through
regional development in Piura: Dulanto et al., 2006).

8.4 In the highlands of Piura this has generated
annoyancd&he context in which this project has

emerged conveys the sense that regardless of what
local citizens and authorities ,prefdgral government

will proceed with development as it sees fit and that in
this process certain localities are expected to bear costs
while other parts of Peru (in particular Lima) and other
actors (in particular central government and mining com
panies) enjoy the fruits. Congressman Santiago Fujimori,
President of the Congressional Ordinary Commission on
Energy and Mines, himself emphasized that this uneven
ness in the distribution of benefits underlies much of the
resistance to mining in Piéra.Delegation would sug

gest that in addition to this unevenness in the distribution
of economic benefits, there is a deeply felt sense of
unevenness in citizenship rights and this also generates
protest. Many people feel that their rights count for less
than do the rights of others inrt@&sLa result, more
powerful people determine their development - they are
not allowed to determine it for them3aigesom

plaint was expressed a number of times by people in




Figure 4: Mineral Concessions in Ayabaca and Huancabamba
Source: INAAC, 2006; elaboration by Coooperaccion, 2006

highland Piura, as well as by national organisat
porting thenfthese latter view the conflict arounc
Blanco not only as a conflict over a particular
project (though it is this); they also see it as a p
against the unfairness of a system that allows <
peoples and compaayights in Peru to be much
stronger and to count for much more than those
majority of Peruvians.

The Rio Blanco Project, development
and poverty reduction

8.5 At the outset of this report we suggeste
the links between mining and development wot
considered along two broad dimensions: the rei
poverty and the expansion of frectoess. relation
ships have to be addressed at two levels: what
the relationship to date, and where does the rel
seem likely to go in the fufinis.second dimensio
the harder one to assess, though it is critical be
mining exploration projects claim legitimacy in t
the future fefcts of a fully functioning mine comp
of the éécts of the exploration progéss.is even

more the case for Minera Majaz which, in its pu
ogy of SeptembdiH, 2006 fefctively accepts that
developmentfefts to date have been less than ¢
able. Minera Majaz feaively asking the populati
trust them that the developnfentsbf their future
activities will be much be®en that so much hir
on this argument, following the discussion of thi

tionships between mining and p@rapggwerment,
freedoms and environment in this chapter and the next,
chapter 10 focuses on the extent to which institutions are
in place to ensure that statements about the future will in
fact come to pa3$ese institutional issues are the

most important, ‘widgsues raised by this case.

8.6 What is the relationship between Rio Blanco
and poverty reduction, understood as the broadening of
economic opporturtitye reduction of insecurity and the
deepening of empowerment?

The Rio Blanco Project and
economic opportunity

8.7 The argument for mineral development in Peru
is framed primarily in terms of the economic -opportuni
ties that it will generate fardift levels. Emphasis is
placed on the following sources of opportunity:

« the foreign exchange generated through mineral
exports

 the canon minefbe canon minero is part of the
regular corporate tax revenue paid by mining com
panies to governmdiftis tax is currently 30 % of
profitsThe term canon minero does not imply an
additional tax payment by the companies. Rather it
refers to the special arrangements for-the geo
graphical redistribution of the corporate tax tha* i~




paid on income generated by mineral extr: said it will pay royalties - many of the largest

this arrangement fifty percent of tax paid r mining companies in Peru have negotiated

sub-national governments in the area influ arrangements in which they do not pay royalties.

by the mine paying the taxes (Figure 5).

8.8 In addition, arguments are made regarding the

* royalties, 100 % of which flow back to suk direct and indirect (but non-fiscal) economic opportuni

governments in the area influenced by the ties created by mines in their areas of opEnaten.

(Figure 5). Royalties are essentially a pay! are often broken down into components such as:

the company to the government for the us

ural resources located within that country < Direct employment during construction

Royalties are negotiated at somewhere be e Direct employment during operation

and 3 % of production value, though some » Economic benefits created by the social-responsi

nies in Peru have negotiated arrangement bility/community development programmes of the

zero royalty arrangements for a given peri companies (including, sometimesfettis ef

(meaning that in those instances Peru is e community development foundations created by

ly giving away its resour@@dpnterrico has the companies)

Distribution of the
transfer

Source: Arias and IFC seminar, November 3rd, 2006

Figure 5: Rules governing distribution of tax and royalty income




« Multiplierfetts in the local economy throuc
local businesses participating in supply chi
input sourcing

 Spill over economic benefits of infrastructt
(especially roads) built to support the mine

8.9 These types of benefit often appear far
tangible to local populations - jobs in particular
have traditionally been those that mining comps
emphasize when they first enter an area seekin
munity support. In many cases, hpthéssort of
approach has ultimately worked against the cor
(cf. Vérld Bank, 2005he number of jobs generat
for which local residents are qualified has often
to be far less than that anticipated by local popt
and higher paying jobs have gone to skilled lab
ly brought in from outside the region (because ¢
not available locally). Furthermore, if this is the
general it is even more so for women for whom
generates very few jobs (and thus creates the
of greater gender inequity). In the ¢é@s@mobcha,
the mine has generated relatively few jobs for l¢
people; this, coupled with the destabiledteyasf
workers coming in from other regions of Peru, t
erated annoyance and complaint, as much amc
lations initially favouring the mine as well as air
ics (Gorriti, 2004). In some senses, employmen
tion has become a problem rather than a selling
mining, as it is associated less with local benefi
more with two less than desirable changes: the
‘outsiders’, often whitmestizaingle men, well pa
and inclined to behave badly in local $a@rietyhe
emergence of new local elites (those who have
ed) who assume superior and arrogant attitude:
interactions with the population (Gorritt92004).

8.10  The local multipli€eefs of mines have o
been overstated in P@ucontinue with the exam
of Miner&anacocha, a recent United Nations Ec
Commission on La#imerica and the Caribbean

(ECLAC/CRR) study of industrial clusters in Lat
America identifig@hacocha-Cajamarca as the le:
successful, most enclave-like cluster of the ten
in depth (Dirven, 2006). Many reasons are at pl
mines need many inputs that the local and regi
economy cannot supplining companies already
supply chains in place and prefer to work with t
sources, and so dhe dtct is that the direct loca
developmentfefts of mines have been modest i
Peru. Indeed, the relative failure of mining (and
extractive industries) to foster local developmer
America led the International Finance Corporati
private sector lending/investment arm oflth&a/u}
to create in 2005 an “Enhancing Local Benefits'
gramme within Technicassistance Facility for Li
America and the Caribb&ha.programme is spec
cally concerned to find ways of increasing extra
industry contributions to local developneegénere
message from this is that the diiestseff mining ¢

local economic opportunities inAbag¢irica and Peru
have been disappointing, and cannot be assumed to be
automatic.

8.1 With these antecedents, we turn tdebts ef

- actual and potential - of Monterrico Metals/Minera
Majaz on local economic opportultitdéete the

efiects have understandably been modest, and have
occurred through two main chamheléirst has been

a system of recruiting community members as unskilled
labourers to work on the exploration site. Some of these
labourers have been community residents, others have
been community members now resident outside the
region (young men who have migrated to the eoast look
ing for work). In this system, workers are employed for
15-day periodBhey then rotaté and others are

taken onThis allows any one person to work a handful
of times a year on the $ités rotational system has

the advantage of distributing employment benefits more
widely in the commuitit the disadvantage that it

does not create the sense of gote&dr those who

benefit from%tThe other problem with this system -
commented on below in the ‘empoweistaistion -

is that recruitment has occurred through community level
organisations created by the company which have the
efiect of accentuating the visibility of intra-community dif
ferences in attitudes to the MimeDelegation met a
number of men who had been employed by Minera
Majaz, and opinions were varied. It seems that men are
hired much more than women.

8.12  The other mechanism for fostering economic
opportunities so far has been the “community relations
and development programs focusing on building trust
between the company and the communities and stimu
lating parallel economic development in the area of influ
ence of the projeéttiaving made this statement in

March 2006, the company today does not make great
claims for the economic development fostered by this
programme. Part of thfecdify is that certain projects

have been damaged by those hostile to the mine - tree
seedling nurseries have been destroyed as have drink
ing water systemsother problem is that the pro
gramme has not been well marnBgedew social

team commented that while US$3 million dollars had
been spent in this programme it had “not been well
investedThe current team is now requesting a budget
of a further US$2.5 million between October 2006 and
July 2007 - knowing that they must do a better job and in
anticipation of the urgent need to gain the community
support required if this exploration project is to transition
into a fully fledged mine.

8.13  Looking to the future, Monterrico Metals fore
casts the following economic benefits of the project
(Monterrico Metals, nd.):

« the generation of skilled, semi-skilled and unskilled
employment (5,000 jobs during the construction




Table 2: Anticipated income from the canon minero and royalties

Current
Year 1 of mine operation
Years 2 - 5 of mine operation

Years 6 - 20 of mine operation

phase, 1,200 jobs during the operations pl
7,000 indirect jobs)

e a community development plan promoting
industrial, livestock and tourist developme
communities neighbouring the mine

e an area of ecological conservation for the
vation of forests threatened by extinction

8.14 In addition, with its estimated productic
and anticipated commodity prices, estimations
canon mineend royalties generated by the mini
gest significant increases in income to local aut
One source who is particularly sympathetic to t
suggests the revenue for the commiyaityapfand
the district of EI Carmen de la Frontera shown
above.

8.15 We have not been able to verify these ¢
mates, and on this topic much further accountit
research is required. If these figures were appr
correct, such income for local governments wo
without precedent, increasing their potential to
to local development. Several themes merit coi
though. First, even though Majaz has said it wi
alties (many other large companies in Peru do
remains the case that Benyalty rates are.low

Botswana, for instance, charges 10 per cent ro
its diamonds (Christgh 2007). Second, for the
canon mineto be optimized in practice will also
require that the company is not able (or allowes
tral government) to use accounting practices tao
their taxable profits and that much less generoi
for capital allowances and wistaref put in place.

8.16  Third, once tlvanoris realised there are
other factors that influence its potential develof
efiects. First, central government rules demand
canon be spent primarily on infrastructure (Figt
cannot be spent on teachers, doctors, nurses, |
microfinance programmes or ti¥83ikeond, the

capacity of local administrations to manage suc
resources is acutely constrained, and so it wilt -
eral years (during which this capacity is develo
before these transfers are likely to make any ni

contribution to local economic development. Once social
and institutional learning occurs, hothewessump
tion is that this contribution will become more apparent.

8.17 In the short (and perhaps medium) term this
learning process may also generate insecurity in the
areaThe regional and municipal elections in Peru, held
on November 19th, 2006 were characterized by consid
erably more violence than has been the case in previous
electionsThis violence occurred not only during voting,
but also - and more importantly - after voting, as initial
tallies and exit polls began suggesting likely winners of
mayoraltie3his post-voting violence involved attacks

on candidatdsdmes, the burning of election materials
and the kidnapping off stafking for the national elec
toral and Ombudspersofice$4until protestors were
allowed into vote counting areas (with a view to destroy
ing ballots etc.). Protestors seem generally to have been
linked to losing candidates. It is notable that two of the
departments in which this violence was most serious
were Cajamarca attashThese are both mining
departments in which the canon minero has begun to
make the control of local government resources look
very attractive. One observer of these conflicts in
Cajamarca notes:

“Mayoralties have become a source of booty to which
everyone wants access, especially in Cajamarca, a
region in which municipal budgets have increased to
over a million soles (over US$300,000) as a result of
the income generated by the canon minero” (Paredes,
2006%

8.18  This is not to deny thactmn mineis a

very valuable resource. It does, hplravgwith it a
number of development challenges some of which are
not often referred to in discussions of the benefits that
mining will briBgloo often the argument is mining,
thereforeanon minertherefore local development.

The translationaainorinto local development is; how
ever far more complex and uncertain.

8.19  Another channel for the local development
efiects of the mine will be a community foundation that




Monterrico will create, with an initial patrimony-(
lion soles (US $3.3 million, to be augmentd&dhé&t
details of the foundasi@néation are however ven
preliminarther experiences with such foundati
suggest that very substantial investments and ¢
ments are necessary for them to havéeangref
local development (see for instance, discussion
Camino, 2006).

8.20  Arguably one of the most important ecc
benefits of a mine investment such as that prog
the Rio Blanco Project, derives from the infrastt
that must be built in order that the mine can opr
particular roads and electricity sBppyy(2004), for
instance, demonstrates the posituts eff such infi
structure in communities Yeaacocha. Rio Blancc
will involve building a road to service the site ar
in high tension electricity for the site and proces
plant. Given the problems of access and poor #
ty that Huancabamba currently suffers, such a 1
would be a great benefit. One of the dilemmas
the construction of the road is the precise route
At a meeting with livestock farmers and mifegrst
ers worried that the mine psootent design fro
poses building the road at a significant distance
townThey feared that this would mean that
Huancabamba would be by-passed by the fgots
of the road. On the other hand, as the company
running the road through the town would have 1
efiects on air qualitpise, circulation and safety i
townThe point is that while the road generates
nities and costs, both opportunities and costs d
with distance from the rdad.location of the road
therefore matters gredtiyfinal location will deper
the relative weight among mine needs, the mini
of construction cost and the maximization of po
developmentfefts as the criteria determining ro:
design and location.

The Rio Blanco Project and
human security

8.21  \ulnerability is a core condition of pove
(Chambers, 1987; Chambers and Caa@2y
Chronic Poverty Research Centre, Pi85)ulnera
bility can take many forms: threats to the securi
assets on which livelihoods depend; the possib
an ill-health event can lead a family into debt ar
income poverty; the possibility of subjection to \
or police and judicial persecutioihetsources of
vulnerability are also valiedy mayor instance, b
environmental (high magnitude events), epiden
(proneness to outbreaks of disease), economic
dictable shifts in prices) and institutional (absen
institutions that serve as safety nets and souree
tection).

8.22  The chronology of events presented ea
the report demonstrates that the period since 2!

been a troubled one in HuancabamBgabiada. It is

hard to say whether it has been a period of increased
levels of violence and physical insecurity in comparison
with the remainder of the period since the end of arme:
conflict. It has though been a period characterized by
forms of insecurity that did not previously exist - the
everyday presence of police forces, including special
operations police (DINOES), an increased number of law
suits being brought against members of the loeal popula
tion, and the two occasions of large scale confrontations
between rural people and large numbers of police.

8.23  This sense of a region ‘troudieefged often
in the intervievilghis was the case as much with people
who were in favour of as among those who were against
the mineThe following quotations come from two
women and three men of very distinct backgrounds - a
peasant leadex church promotryouth, a teacher
and a nun who is relatively new to the area:
“before we lived very peacefully”
“theres no longer any tranquillity”
“Huancabamba has changed in recent times:..the pop
ulation used to be united...today they are divided.”
“we’re not used to having police in our communities”
“they are divided...out of sorts, half. hlappylon’t
help each othet

8.24  Animportant element of these quotations is
how they handle time in terms of a before antubafter

is, regardless of whether one argues that Minera Majaz
or activists are the immediate cause of this sense of
‘troubles’, what does emerge from these quotations is
that the ‘troublésive emerged in the period since the
arrival of Minera Majaz .

8.25  Another dimension of insecurity encountered by
the Delegation - if less than this first one - is the sense that
livelihoods and the assets that sustain them now feel less
secure than in the past. One bishop in the region comment
ed to the Delegation that he wished that those in favour of
mining would realize that, for people who have so little,
what to a geologist might seem a relatively small risk will to
acampesingeem a far greater risk, a far greater sense of
insecurityfhis worry about livelihood insecurity was palpa
ble in most of the group meetings we had. It was reflected
not so much in the accounts of fish deaths and animal ill
nesses - which as noted in more detaibbe|mawbably

not efcts of exploration activities even if they have
occurred - but more in the recurrent demand that residents
made on the Delegation for informhgarevident lack

of information was evidently a source of their sense of inse
curityWhen a large, unfamiliar entity installs itself at the
end of your vallegtablishes a permanent looking camp,
does experiments that it won't let you see, and you don't
have any real information about what it is intending to do,
one would expect a certain sense of insgesgnses

that something similar has happened in Huancabamba.
8.26  While the first dimension of insecurity comes
from troubles that have already occurred, this second
dimension of insecurity comes more from fears abo  1e




future. Notabhhis uncertainty about the future a
emerged in a discussion the mine organised fo
Delegation with wealthier livestock producers. \
these producers were by and large supportive
mine, they also expressed great concern about
mines road building plans for the reasons statec
Ironicallywhat ought to be an important regional
was also seen as bringing a degree of livelihoo
rity in this case for local businessmen.

8.27  On several occasions we also heard cc
ments that suggested that people in Huancaba
ried that a mine might spark a geopolitical conf|
which they would be among the firseté@\khbugh
the border war between Peru and Ecuador has
local populations remarked that mining contami
from Rio Blanco coufdafwater and land in Ecue
that might reignite latent hostilities between the
countries. $\perceived a genuine fear of a potel
military response from Ecuador if this were to ¢
the face of the Ecuadorian, @@ty some to us, “w
are nothing,” insecure and pow#&fless.

8.28  To a considerable degree, the extent to
a mine will generate greater or less (perceived
vulnerability will depend on how far the compar
pates the new types of risk that it will generate,
pre-empts them. One important area of future r
the management of sexually transmitted diseas
HIV/AIDS, as a large workforce moves to the a
participate in both the building and then operati
mine. Mine staécognise that this will be a seriol
problem. Howeytitey have very little elaborated
terms of aAIDS/STD prevention strat@gyently tr
strategy that was articulated to us consists of a
ethics that companyfsiafl contractors are expec
to follow and which the company notes, is very
monitqgrand a general strategy of supporting the
Ministry of Health in its existing HIV prograsiee
if they had an HIV control plan yet, a sehior sta
member said: “Not at this stage,” though in the
they woul@here are, he said, “a lot more imme
issues we have to resolve’now

The Rio Blanco Project and
empowerment

8.29 Empowerment as a dimension of povet
manifest at three main levels:

that of the individual, where the concept h
ments that are both psychological (having
of power and capability) and constitutional
the right to voice and to be free from repre
and discrimination when exercising that vc
« that of the organisation, where the concey
to poor people having organisations throug
they can pursue their concerns; and
« that of the relationship with the state, whe

concept refers both to the access that people have
to state and other institutions, and to their being
treated fairly and equally when they exercise this
access and when state institutions deal with them.

8.30  While the Delegation cannot elaborate a
‘scorecardn the éécts of the Rio Blanco project on
these diérent dimensions of empowerment, certain
themes emerged with some force.

8.31  There is overlap between a psychological
dimension of disempowerment and the sense-of insecu
rity that derives from lack of inforii®fack of
information generates a sense of not having enough evi
dence and information from which to have the power to
know n this regard, at an individual level, there are
clear senses in which the Rio Blanco Project has not
been accompanied by empowerment. One councillor in
Huancabamba commented “the majority feel powerless.”
In an earlier meeting a woman (a post-secondary school
teacher) had reflected this same sense. She was not in
favour of people criticizing the mine, explaining her posi
tion as follows: “If the government is in favour of the
mine what would we do?s.th& people here who are
disadvantaged” ... so we can't be too critical otherwise
“our wealth will be taken dWaige was almost a lia

bility it seemed. On the other hand, exercising voice in
favour of the mine can also be a liability in communities
where authorities ofrilvedas campesirtas/e exer

cised sanctions on those who have collaborated with the
mine. In the face of the polarization that has emerged
since Monterrisg@resence, everyday exercise-of indi
vidual voice may conceivably have been restrained as
much as expanded.

8.32 At an organisational level the story is more
mixed. & have already referred to the comments made
about division within the local populagse.divi

sions have partly been aggravated by the emergence of
new organisations that exist in parallel to existing author
ity structures both at community and micro-regional
levels. In a context in which intra-community opinions on
the mine are divided, the company broached-communi
ties by creating committees through which the recruit
ment of local labour would be organised. It did not tend
to work with existing authority structures in communities,
instead creating organisations made up of those
comuneragvouring the mine. Some of these
comunerosay not have been residents - indeed, on
various occasions the Delegation was told that the com
pany had recruited labour from among former residents
who had since migrated to the coast looking®for work.
These work organisations then began to combine labour
recruitment and local development and served as Minera
Majaz way into these communitlesse committees
became the vehicle for arranging Miners édajaz’

munity development wbhle. é&ct has been to create
parallel organisations, weaken the legitimacy of existing
authority structures and mdkeedites of opinion




within communities more visible by building-org
tions around them. Minera Majaz has since reci
this was an error and is now aiming to encouray
organisations that it created to become part of t
munitiegxisting organisational structure. How fe
will be possible is un¢légerugh it is one of the tas
of the new social development team.

8.33  In some sense, parallel organisational
and authority structures have also been createc
the provincAsenior company representative wa
clear with the Delegation that they had not wort
local governments and mayors (except at a dist
in Carmen de la Front@rag. main reason for this
that these authorities have been critical of the n
though one seniorfstaémber also questioned thi
capacity of these authorities - they commented
of the mayors only had formal education up to t
year of primary schoau“dan see,” the represent
said to the Delegation, “what type of authority v
dealing with.” Discussions with this representati
with the social team suggest that this strategy r
the view that these local authorities were not th
efiective channel for dealing with the local popu

8.34  For these reasons there is a tension be
the language of this (and the proposed) commt
development programme and the practices of ti
Rio Blanco Project. Company material on the ¢
development component of the Rio Blanco Proj
that it has been designed in such a way as to “
that the poor and extremely poor are principal ¢
the solution of their needs and wants,” and that
to achieve its goal of “improving the economic ¢
of the populations neighbouring the project” it is
sary to “improve the organisational capacity of |
and authorities, so that they can strengthen the
actors in their own development” (Monterrico M
n.d.)The Delegation is of the opinion that there
a contradiction here in that the company has by
these authorities and authority structures (at a-«
ty and provincial level) while at the same time s
that the compamy'roposal requires the strengthe
of these authoritiééso, by not working from the t
of these authoritieg’al development plans and-b
lowing a process in which the company and its
team design their own development plan for the
it is hard to see a commitment to “strengthen[in
role as actors in their own development.” For a
tial part of the local population (perhaps the ma
what is proposed is not “their own development
were, it would bdidiflt to explain the level of pro
and resistance.

8.35 Nowit must be said that to the extent tt
Minera Majazdevelopment planning is not close
coordinated with local authorities and governme
would be a practice found in many developmen
of central government and NGOs as much as ¢
nies. It is not uncommon for external actors not

with authorities they ha¥iewltfy working witine

deeper problem across all these actors, hisvtlester

so often we hear of the calls for more capacity at a local
level, yet so often local authorities are not worked with
when they are deemed a nuisance.

The deeper problem across all these
actors, however, is that so often we hear
of the calls for more capacity at a local
level, yet so often local authorities are
not worked with when they are deemed
a nuisance.

8.36  Moving to our third level, relations with external
institutions, there appears to be movemtareint dif
directions here. In the relationship between the local
population and the institutions of law antherdéas

little evidence of change that might be seen as empow
ermentThe Delegation heard often the view that the
public prosecutarfice in Huancabamba has been

more occupied with filing law suits against civil society
actors and community members rather than in support of
their claims, and so it lacks legitimacy with these actors.
The claim that the institutions of justice and order favour
mining companies is one that is made in a number of
cases in Peru, and was voiced to us also by an expert at
the Ombudspersoafice. In Rio Blanco, the perception
appeatrs to be the deeper because of demonstrators’
experience with the police during the conflict. Relations
with the local media are little better - it too lacks legitima
cy (with all parties). For one church worker in
HuancabamB&the radio is a “spokesperson of the

mine” and “everyone who speaks against the mine is
attacked.”

8.37  That said, some relationships between the

local population and external institutions have improved
in a way that gives the population more voice and
access to additional sources of.gawtrermore, one

of these institutions belongs to the central state - the
OmbudsperserDfice.This dice became involved in

this case in response to a complaint from the local popu
lation. It proceeded to prepare a report that brought
together local concef§§Vhile in no way a represen

tative of populations in Piura (this is not its role), the
Delegation came to the conclusion that it has served as
an impartial and technically competent conduit for rea
soned views on the dynamics of the conflict in Rio
Blanco. Most importaittiesponded to requests from
local organisations to look into the case in ways that no
other central government or line agency has done in this
conflict. It did what a state is supposed to do - respond
to the concerns of its citizens.

8.38  The other obvious dimension of empowerment

through access to external organisations has been that
via thé-renteand the Majaz Support Githgse

vehicles have given national visibility to the loecal popula
tion concerned about the mine in a way that they wouild




otherwise not have enjoyed, as well as access
resources (mostly human, far less financial). Of
not all the local population looks favourably on
of these organisations - it wouldibaltdidé explain
attack on tHerentes seminar on March 12th, 200t
without recognizing that a sizeable part of the
supports the mine. Indeed, in this sense the linl
the mine itself are a source of empowerment fc
part of the population that supports the mine - t
afford, for this group, access to resources they"
otherwise not have.

8.39  The dffculty - and here we go back to-a
lier theme of this subsection - is that these exte
have had thefedt of deepening divisions within 1
local populatiofhus while subgroups within the |
lation may have been strengthened as a result
links, the capacity of the population as a whole
collectively is weakened.

8.40  Many of Sentoncerns for the freedoms
for him constitute development are already pre:
these simple dimensions of empowerment, sec
opportunity and so it is not necessary to add m
except make some broader observations. Sen:
that the freedoms that define development com
measure from a consolidation of democrestijute:
by a strengthening of civil spttietpublic sphere ¢
of the state. In the provindestatl by the Rio Blar
Project, it would be veficdlif to argue that civil sc
ty and the public sphere have been strengthent
the involvement of Monterrico Metals in tfigneor
combination of a press that has little legparelts}
organisations at communal and provincial level
repeated tendency of public debate to transitior
into violent confrontation suggest a fractured €i
ty; a weak public sphere and a state unwilling o
to control conflict.

8.41 It would be even harder to suggest that
state has been strengthened in the area. On th
hand, the state has little presence in its role as
that can guide, foster and monitor development
in the exploration phase of mineral projects the
state deliberately leaves the management of cc
relationships and the elaboration of developme
to the private sectearthermore, its means of doi
by-pass and largely ignore whatever developm:
the local state has elaboratesl one way in which
statehasmade itself more present in the zone si
2003 has been in the form of police and speeia
tions force3his seems only to have further wea
the legitimacy of the state. It is viewed by many
defending a foreign company against local citiz
using force to do so. It is also viewed as closing
avoid any prosecution of these special forces ir
cases where violence has been used.

86 This is an issue in many countries. In the course ¢
Delegation we have had the sense that for parts of tl
government in Peru, the rights of UK registered com

count for more than the rights of citizens concerned about the
behaviour of British companies in Peru.

87 |t is far easier for companies to use tax codes anrd account
ing practices to reduce tax burdens; royalties, based as they
are on volume of production, are a far more transparent a pay
ment.

88 The arrival of large numbers of non-local workers has been
associated in other cases in Peru with the rise of problems of
nightlife noise, prostitution, alcohol consumption, HIV/AIDS etc.
89 Gustavo Gorriti (a highly respected national journalist) wrote
on these issues for the case of Cajamarca.

90 |n this instance, the company will justifiably say “damned if
you do, damned if you don’t” - there is no easy solution to the
fact that all the local (male) population anticipates benefits but
there are nowhere near enough jobs for all of them.

91 The quotation is from an undated letter from Monterrico’s
CEO to the Peru Support Group.

92 We use this source for two reasons. Antonio Brack is a
respected national ecologist; and the programme was pro
duced in close coordination with, and through the collaboration
of, Monterrico Metals/Minera Majaz in Peru.

93 This is to prevent corruption and growth in recurrent local
government expenditure.

94 See news reports in EI Comercio and La Republica for
November 20th, 21st and 22nd, 2006.

95 The original text is: “ Las alcaldias se han convertido en un
botin, al que todos quieren acceder, en especial en
Cajamarca, una region que en los ultimos afios ha aumentado
sus presupuesto municipales por encima del milléon de soles,
producto de los ingresos por concepto del canon minero.” The
writer works for the NGO SER, a well respected NGO working
on democratic governance and water supply issues. SER has
been an important beneficiary of DfID resources over recent
years.

96 For an exception see Camino, 2006, who notes these
potential problems.

97 The 1995 military conflict between Ecuador and Peru
remains fresh in many minds - and has been passed on to
younger adults. In that conflict, Ecuador emerged better posi
tioned than Peru.

98 We cannot know the extent to which this did in fact occur.
We did, though, meet people currently working one of the 15-
day work cycles for the mine who normally lived on the coast.
It is also the case that Minera Majaz has developed links with
associations of migrants from Ayabaca and Huancabamba who
now live in the coast.

99 Who works within a parochial team where the priest is
mildly supportive of the mine.

100 Monterrico Metals does not share this view. At a meeting it
requested with the Ombudsperson'’s office following the start of
the investigation, senior company staff voiced the view that the
Ombudsperson’s team was talking mostly to people opposed
to the mine. At a later part of the discussion, a social scientist
accompanying the company representative referred to those
opposing the mine as “delinquents.”




Chapter 9

The Rio Blanco Project and the

environment

9.1 Local populations consistently exhibitec
vading lack of knowledge about the potential pr
caused by mining activities. Mis-information wa
dant. Many people informed us that numerous |
had already been caused by mining activities a
Blanco, including: human hetdtlisefdead and dyi
farm animals; poisoned fish; contaminated surf:
drinking watefBhese problems are not possible

because the mine is not yet opefatitate, the onl
mining activity has been exploratory diéllattritrt
these perceived problems from supposed minin
at Rio Blanco in part to: previous mining activiti
Peru in which fishkills, pollution, mercury spills
occurred®lack of scientific education by most o
local population; the absence of any source of 1
information available to local populations; and r
mation deliberately disseminated by both propo
and opponents of mining activities.

9.2 We find this lack of knowledge about th:
potential impacts of mining activities one of the
pressing problems that needs to be solved in th
and in anticipation of future mining activities in |
Because of this lack of knowledge, local popula
the information base to make informed decisior
the benefits and drawbacks of miningsactivitie

9.3 The lack of knowledge about potential |
lems caused by mining activities by local popul:
can be grouped into four domains;

« the spatial extent of potential mining probl

« the potential contamination from waste roc
tailings piles

* the sources of chemical contamination

« the role that native rocks can play as a so
natural acid mine drainage

9.4 Environmental problems caused by mining
activities are generally intensive and localized, not spa
tially extensive. Our perception is that the local popula
tion under-estimated the potential for environmental
damage down-gradient from the mining Retpity
over-estimated the spatial area that miacteel af

9.5 The vast majority of mining problems result in
the contamination of coupled surface water/groundwater
systems down-gradient from the mifidsifRio

Blanco mining site is located on the east side of the con
tinental divide and ultimately drains idtoahen

River and th&tlantic Oceafhe spatial footprint of

mining problems was widely and wildly over-estimated
by the general population. Many people were convinced
that the Rio Blanco mining activity would contaminate
the Rio Piura and Rio Chira rivers on the west side of
the continental divide and which drain into the Pacific
OceanThere was also concern expressed that-high-ele
vation sacred lakes such as El Shimbe in the headwa
ters of the Huancabama River would be contaminated.
These water bodies are tens to hundreds of kilometres
from the proposed mining activity and in completely dif
ferent drainage systentmre appears to be no threat

of contaminated waters to these areas by discharge from
the Rio Blanco mining activity

Contamination from tailings piles and
waste rock

9.6 Drainage through tailings piles and waste rock
are the primary source of contamination in hard-rock
mining operations. Contamination from tailings pile and
waste rocks leaves a legacy of toxic contamination that
can last from decades to centuries. In the Colorado
Rockies, there are presently about 3,000 river-miles con
taminated from acid mine drainage &dBhurces

of theAMD are mines that were worked and then aban
doned 100 to 150 years ago.

9.7 We did not talk to a single resident of the area
(this excludes corefstdfMajaz) who was aware of the




potential damage that can be caugédbgenerat
by tailings piles and waste Toeksingle largest
source of environmental damage from the Rio |
project i8sMD drainage from the tailing and was
pilesThese potential sources of environmental
nation are a gift that may keep on giving for hu
years in the future.

9.8 Even well-educated locals had no knov
of the potentially devastating problems that can
caused b&MD from tailings and waste rocKipile:
illustrate, let us take the example of one of the
community facilitators for the Catholic Church ii
Diocese of Chulucanas who works in théeated i
by the mining dispute. He has an undergraduat
from a well respected institution. He had no ide
tailings piles and waste rock piles are potential
of contamination from mining activities. He had
that the tailings piles and waste rock can contir
leach heavy metal contamination for decades t
turies after the mining activity has stAppesk whe
was collecting blood and urine samples for the
of Health to test thieets of mining on the health
local populations was equally ignorant of the pc
long-term fefcts that a project like Rio Blanco mi
potentially have.

9.9 If such a university educated person he
idea that rock extracted from mining activities is
source AAMD, then it is unsurprising that less-e
farmers have no knowledge that rocks can be ¢
of AMD. Locals can not make educated decisiol
the benefits and drawbacks of mining activities
are unaware of the potential problems caused |
and waste rock piles generated by the propose
activities at Rio Blanco.

Sources of chemical contamination

9.10  Most people believe that mine contamin
surface and groundwater systems aolyfesm chen
icals used in the separation process, such as m
cyanideThis revelation took us completely by sut

9.1 To illustrate, the EI Carmen area has ‘ir
mining. Informal mining refers to mining activitie
ducted by the local population, usually for gold.
Residents informed us there was no possible e
tion from these mining activities because no ch
are used in the separation process. Excavation
eral processing at the informal mining sites in tl
Carmen area are conducted using hand labour
occasional assistance from mechanized machi
as bulldozers. Because no chemicals are used
process, the locals insisted it is not possible for
mining to cause contamination of surface and ¢
watersTheir answer shows that they assume th
only possible source of contamination from min
be the use of chemicals.

9.12 Residents over-estimate the potential dangers
from chemicals used in the separation process.
Residents are largely ignorant of the pervasive problems
caused b&MD from tailings and waste rock piles.

Native rocks can be a source of
natural acid mine drainage

9.13  Residents are not aware that mineralized
areas can generate nafiR) (acid rock drainage).

They have no knowledge that lsvaipdihigh metal
content of surface and ground waters are common in
highly mineralized arde® low pH and high metal
content in surface waters caused by natural weathering
processes can result in mortality of benthic invertebrates
and fish in waters draining areas with high mineral con
tent. Residents may thus be exposed to dangerous
levels of naturally-occurring metals. Mines such as Rio
Blanco may be blamed for environmental damage that
occurs naturally

Potential environmental problems
and risks related to the mine
as currently designed

Extraction and processing

9.14  The ore from the mine will be fed to a crusher
that will break the rocks to a size of approximately 150
mm.This rock is fed by conveyor to a mill stock pile and
then to a primary mill which reduces the rock to approxi
mately 3 mnfhis material is passed into a second mill
circuit which reduces rock size everiitbis.stage,

the rock particles are fine enough to expose the copper
and molybdenum mineral particles and allow them to be
separated from the barren rock, by means of a flotation
process.

9.15  Flotation involves adding frothing detergents
and activators to the rock slurry and bubbling air through
the slurpywhilst it passes through a series of flotation
cellsThe frothers and activators preferentially float the
metal bearing minerals which allows them to be
skimmed band separated from the finely ground waste
rock.

9.16 At the end of the process the waste rock tail
ings are conveyed to a tailings deposit and the concen
trated copper / molybdenum-bearing minerals are
pumped via a pipeline to the separation plant located at
the port site. Here the bulk concentrate is treated to pro
duce separate copper and molybdenum concentrates.
The filtered molybdenum material will be dried and
bagged in 1000kg bags and the filtered copper concen
trate will be stored in a warehouse, ready for maritime
shipment.

9.17 Howevetthe DFS, released 5 February 2007,
now states (taken from Montemiebsite):




“Monterrico has studied options for copper co
transportation to the port facility at greaflleagt
current base case considers concentrate tran:
tion by truck. Howeeefull feasibility study for a
centrate pipeline was also developed as aA 0]
future construction decision on the pipeline wi
made once the process plant is operatienase
of road concentrate transportation is common
LatirAmerica and has formed the basis of a ni
of operations and feasibility studies iA tPams.
port management plan will be developed durir
engineering to optimisédriaidw and consolidate
shipments wherever possible.”

9.18 The decision to base the DFS on trucki
the concentrate marks a change from previous
stated in Minera M&aaid Monterrisgrior state
ments on the project (e.g Proyecto Rio Blanco,
presentations made explaining the project to int
parties in Peru and UK (e.g. Dorman,T203@).
statements and presentations stated that the m
would be removed by a pipeline on the grounds
mineral pipeline is misisgfest transport alternati
and that “it avoids risks of leakages and accide
(Proyecto Rio Blanco, mtl.parties with whom we
consulted on the topic assumed the concentratt
be transported by pipelihe. trucking option will a
Monterrico and Majaz from having to engage in
negotiations with communities through whose I
pipeline would have passed. It will place more |
on the existing roads leading from the coast to-
planned mine site (only 25km of new road are i
in the DFS, while the concentrate pipeline was
to measure some 300km).

Dry-filtered tailings disposal

9.19  The tailings from the process plant will
stacked in the valley immediately adjacent to th
and mine site. Filtered tailings disposal has con
environmental benefits according to Monterrico,
ing: lower water consumption; ease of water re«
reduction in the area of land disturbed; it also a
rehabilitation and re-vegetation of the tailings si
undertaken progressjvelher than at mine clogui
further advantage is that the compact nature of
or drytailings minimizes the storage volume tha
required for tailings disposal.

9.20  Tailings will be deposited in the valley to
north of HersyHillThe footprint of the tailings pile
estimated by the company at 408@obast stream
with an estimated discharge of &1@nains the
valley and will run underneath the tailingaspdeod
will be stored in the valley to the south sftHénry’
again drained by a robust stidarfootprint of was
rock is estimated by Monterrico to be about 200

9.21 Leaching &MD from the mine site, tailings
piles, and waste rock storage is the primary concern.
The area receives 2,000 mm or more of rain annually
concentrated in a wet seaBoalarge amount of pre
cipitation provides the very real possibility of infiltrating
rain moving through tailings and waste rock piles and
transporting contaminated metals into surface and
ground waters.

9.22  Reduction of infiltration causes a separate
problem of surface riiiRdinfall running along the sur
face of tailings and waste rock is likely to tdviBport
drainage and/or contaminated sediments directly to
streams.

9.23  The depth of the open-pit mine is of concern. It
is likely that the depth of the open-pit mine will be below
the local water talitbat water will need to be pumped
from the mine site. It is highly likely that this water will be
contaminated WAMD Treatment of this poteAtMD

is imperative.

9.24  Both the tailings and waste rock piles will over
lay large streanshe current plan is to have the

streams drain through a culvert underneath these piles.
We remain sceptical that there will be no flow from the
bottom or sides of the piles into the underlying streams.
There is the possibility that these areas could leach toxic
AMD into the headwaters drtrezon River for cen

turies after mine closure.

9.25 The waste rock needs to be limed to increase
pH to reduce the possibilityAtiax is generated.

9.26  Dry-filtered tailings disposal is a relatively new
and expensive technique. Monterrico is to be applauded
if they do decide to utilize the dry-filtered disposal tech
nigueThe technique shows lots of promise in being
superior to the more common wet tailings dam. Because
the technique is relatively adagquate monitoring is
essential to show that the technique delivers on the
promises that Monterrico is making about its environ
mental friendlinese W have concerns because to

our knowledge this will be the first time the dry-filtered
method has been used in such a humid environment.

9.27  Catastrophic slumping of tailings and waste
rock piles is a possibilig high amounts of preeipita

tion can cause water-logging and wet debris flows if
there is significant infiltration of rain. Shaking by earth
guakes and subsequent slope failure and flews of tail
ings and/or waste rock piles into water courses is a very
real possibility that must be taken into account with
appropriate engineering praclicesbination of wet
tailings/waste rock piles and an earthquake is-of particu
lar concern.




Chapter 10

Wider issues embodied in the Rio
Blanco case: governing mining for
development, democracy and

environmental security

10.1  The preceding discussion makes clear
while statements are made that the Rio Blanco
will foster local development and a safe enviror
there is no certainty that these cdeserelfationshi
will occur in practice, for reasons that are both
nous and exogenous to the mine project itself. |
regards this same slippage between caudecarns
the problem surrounding the mining-developme
democracy-environment equation in Peru as a
What light does the Rio Blanco case cast on-th
bility of making this caufesefelationship work in
practice?

10.2  Astarting point for this reflection is the ¢
observation that mining (like any productive act
means, not an end. In our poverty and freedom
work, we ask how far mining is a means to opp
securityempowerment and freeddhese may not
the ends that a society would identify for itself,
report could be criticized for using broadly defin
chosen by us rather than by Peruvian Shsedy
course raises the question of how Peruvian soc
would, in practice, define such ends. Indeed, as
Defensoriteport implies, there is good reason -
believe that in Peru such ends are not defined-
icallythrough the informed and active participati
Also, we suggest that it wouldficaltdib argue
againsthe ends that this report has defined as ¢
able Thus, we will continue to use them in this f
reflection.

10.3  If mining is the means, and oppodenityi
ty, empowerment, freedoms and environmental
are the ends, then we (and any planner) must &

* How clear is the causal chain from the me
(mining) to these ends? How many assum
have to be made for one to get from mean
ends, and how many risks are there that tt
will fail?

» How will this causal chain be governed to
the likelihood that it operates in préctc®
institutions in place to ensure this good go
nance?

This is a critical question because synergies between
economic and social development, and between these
and environmental stewardship, have to be managed -
they cannot be left to serendipintaneous emer

gence or invisible hands.

Assessing the causal chains

10.4  Three main causal chains are invoked to argue
that mining is the means to economic development; a
furthershorterchain is invoked to get from mining to
environmental security and health.

10.5 The first chain is that which operates through
labour and product markets. In this chain mining fosters
economic development through: (i) purchasing goods
and services locally and in Piura and (ii) through employ
ment of mine g$tdh each chain, development comes
from the direct and indirect job cretdas ef the
mineThese chains are referred to explicitly in the pro
jects promotional brochure (Monterrico Metals, nd),
though rather less in interviews and hardly at all in other
very supportive statements (Brack, Tti66Elative
reticence derives, perhaps, from an awareness that in
practice such chains do not work well because many of
these human and physical inputs will be drawn from out
side Piura.

10.6  The second chain explicitly links mining to eco
nomic development in the communities surrounding the
mineThis chain operates explicitly through Minera
Majaz social development programme. Here the argu
ment is that this programme, by supporting lecal enter
prise and production systems, will be able to increase
local incomes and employment. Likewise, social devel
opment and infrastructure investments in the project will
have décts on welfare indicators through increasing
people access to services. Several assumptions (and
potential risks) exist here. First, this chain assumes com
munities will participate in such activities and that they
will not be attacked or damaged (a genuine issue given
the destruction of replanting and drinking water projects
in recent mont83Second, more importattilg

requires that markets exist for the products being pro
moted, and that communities will be able to access




themThird it assumes that the company will fine
social development programme at an adequate

10.7  The third chain is the least direct but is
most talked dfhis one operates viacdu@on minerc
Here the assumption is that mines will pay tax t
authorities will use to invest in developmeemiain
assumptions and risks here relate to the capaci
orientation of public bodies to undertake this. M
authorities clearly lack the capacity to do seriou
planning, pre-investment, management and mo
and to identify bankable, viable economic devel
projectsThe regional government, which will als:
receive much of t@onhas more such capabity
its predisposition to invest in the areas immedic
affected by the project is open to question. Coa
urban bias (which is also a racial bias) has lonc
terized policy and public administration in Peru,
there is no reason to expect Piura tetenthit the
very least, the regional government has to spre
resources over a far larger electorate. Hence, tl
impacts in the minfeeted area of the regional gc
mens investment of ttenorwould be limitéthe
primary impacts would be throughrtbegoing to
local authorities.

10.8  The fourth chain - from mining to a sec
healthy environment - is perhaps the shortest. |
chain, the use of clean technology is the caAsa
just noted, this seems viable, but as junior com
involved in exploration, neither Majaz nor Montt
Metals are companies with any prior experience
this technology (so far unused irAbagiica) and a
regarding the resilience of the technical design
mine site to high magnitude, low frequency rain
events such as those that might accpfopany
instancek| Nifigears.

10.9 The assumptions and risks in each of tl
chains shows just how important it will be for ac
governance mechanisms to exist so that they c
manage these causal chains and help them cor
fruition. How far do such governance mechanis
rently exist?

Assessing the governance
mechanisms

Governance mechanisms
linking mining, development
and environment

10.10 Managing the synergies between minin
development and environment in Rio Blanco is
responsibility of many actors and not only Mont
Metals. Howeyan important part of this respons
doedfall on Monterriddis is so by default (becau
is the economically most powerful actor in

Huancabamba afythbaca, and the presence of ¢

tral government is very weak) and by design, because
Monterrico has itself worked little with local governments,
marketed itself as using state of the art techndlogy
presented its Rio Blanco Project as an “integrated deve
opment model” in which the company is itself a protagc
nist:

“this plan has as its principal objective the improvement
of the economic conditions of the populations that neigh
bour the project” (Monterrico Metals, nd.)

10.1  The potential for synergy between mining,
development and environment will therefore depend
greatly on the culture, capacities and qualities of the
companyin particularly the company that might develop
the mine. In assessing the relationships - past, present
and future - between mining and development in this
area the Delegation had to form a view on these themes.
This is done on the basis of revealed behaviour in the
past, interviews, conversations and discussions with a
small number of companf; stadl observations made

by key informants.

10.12 We have already commented on the past
behaviour of the compéatere we discuss the implica
tions of recent changes in tHangtaf Monterrico.

These are important to re\iegause to the extent

that there have been deficiencies in the relationships
between the Rio Blanco Project and the promotion of
development, Monterrico Metals might state that this is
part of the old Monterrico Metals and that the company
has undergone a process of change since
August/September 2006.

10.13 The principal change of relevance to the com
panys ability to foster synergies between mining and
development has been the appointment of a new social
development teahis began with the hiring of its
Directonrginia Montoya, announced on June 15th,
2006 The team that has been put together brings con
siderable experience in managing community relations
programmes in extractive indu3tniess encouraging.
Howevetthe Delegation came to the view that the pri
mary task of the social team is to build the community
relations necessary for the mine to proceed. Its approach
to development seemed hampered by attitudes among
some (though not all)f stefmbers that in the opinion

of the Delegation implied disrespect for individuals and
organisations who were critical of the mine or who were
deemed to be poor resource managers. One task of
some company $tafth Geographic Information

System skills had been to construct a data base to show
that deforestation in the area was the responsibility of
people living there, and not of theTimimenay well

be true. Howeyarwork programme part of which is ori
ented towards showing that residents in Rio Blanco are
the problem, not the solution, seems likely to lead to
forms of development that will be top-down (company
driven) and disempowering, however well intentioned.




10.14 The team has also become an importal
player in anfeft to reach out to nationally repute
social and ecological scientists. Indeed, membe
only informed us of a series of changes they wi
making in the compam@gproaches to community
development, but also of their new relationship:
other local and national actors in Peru. In two it
the Delegation checked with the actors that the
said they were working with (a statement reiter:
one of the two instances by a serfionestatber) to

see if their view of their relationships with the ¢
was the same as it had been described to us. |
cases it was not. Neither accepted that they we
ing with or had formal agreements with the con
though the Delegation had been told that this w
case. While each had been approached by the
these approaches had led to no formal agreem
in one instance, no further contact.

10.15 Just as the social team has been overf
there is also evidence of changes in the structu
culture of overall company managemang3h
14th the company announced that the Non-Exe
Chairman was retiring, the Chief Exedidemewais
moving to a Non-Executive Director position, al
former Britigkmbassador to Peru was joining to
bine these two roles as Executive Chairman (ul
CEO could be fourit)the same time, a further N
Executive Director stepped down from thé Bea
project director had also been hired in Februtdd
Beyond these changes of personnel, the Deleg
cannot know details of changes that may have
in management practices and management suj
of company teams.

10.16 Notwithstanding these senior managen
changes, some indirect indicators of operating |
continue to be of concéhe presentation made o
October 6th, 2006 by the project director to the
Journad’ Copper Day (Dorman, 2006) still seem:
understate considerably the problems that the «
has in its relationships with the local pogtiation
slide presented to investors on “Social Respon:
makes no mention of the conflicts and tensions
region, while the presenter refers only to “unfot
fears or misconceptions that some of our stake
the area have had due to disinformation put for
others.The following slide states “strong suppot
local and regional level.” Neither the slides nor
tion make any reference to the public apology (
that Minera Majaz issued to these local authori
than four weeks before this presentation, and v
itself acknowledged that conflicts in the area he
only been due to disinformation but also déie to
behaviour

10.17 Competenciegitimacy and trustworthine
will be important not only for Monterrico Metals
Minera Majaz to execute a successful mining p
also for it to be able to manage productive syne

between mining and local development. Many of our
interviewees, from grassroots to Ministerial level,
expressed doubt on how far the company possessed
these institutional qualities.

Governance mechanisms linking
mining and freedoms

10.18 Central to the notion of enhanced freedom is
the respect for human rights. In thigbpifio

Blanco Project raises a series of important questions
regarding respect for the human rights of rural peoples
afected by mining (and extractive industries mere broad
ly) in Peru. Some of these issues are illustrated most
clearly by the report ofibéensoria del Pueblo

(2006a), which concludes that in Rio Blanco community
membersights have been violated in several ways.

10.19 First, th®efensorieoncludes, theyfsuéd

violation of their rights to enjoy and control their proper
ties as laid down by the Constitution. Minera Majaz, the
Defensorieoncludes, occupied these community lands
without having the legally required permission to do so.
When community assemblies made clear that they did
not want Minera Majaz to be on their lands, the company
did not leave.

10.20 Second, during the period of public consulta
tion on Minera Mafaavironmental Evaluation, citizens
of Ayabaca and Huancabamba were denied the “right to
informed participation” .."a faculty possessed-by all citi
zens to intervene in issues ftieat &ieir person and

their communitiPefensorj&006)The fact that
announcements misnamed the district to which the
Environmental Evaluation applied, that these announce
ments were placed only in newspapers and outlets that
ruralcomunerosere highly unlikely to see, and that the
MEM required that observations be made direct to Lima,
all prevented citizens from exercising their right to
informed participation,Dk&ensorig2006a) cen

cludes.

10.21 In these diérent instances, the Defensoria
concludes that the MEM did not protect dijizens’

In the first instance, it knowingly failed to protect their
rights; in the second instance, the design of-its proce
dures, and the misnaming of the district in which the
exploration was going to happen, violated these rights.
The report argues that while the MEM is constitutionally
charged with the obligation to protect cithénst

did not do so.

10.22 This then raises the question of how these
rights might be better protected. One vehicle through
which people have sought to protect these rights has
been through social mobilization. When this strategy has
been used, (i) it has had little success in reclaiming
these violated rights, and (ii) it has led to several citizens
having their right to life and health violated.




10.23 Another vehicle has been through the ¢
of theDefensoria del PuebMhat this has done ha
been to make clear the ways in which governm
ofices have failed to protect the rights of Peruvi
zensTheDefensoriis not, howevyex public defend
- it cannot take on legal cases. Hence, in order
communities @nta and Segunda y Cajas to insi
Minera Majaz withdraw from their property and
legally correct form of permission to access the
they wish to mine, they would have to open fort
proceedings through the cdléscost of such a
process is evidently beyond the capacities of-ar
ant community - above all ones as poor as thes
That being so, such legal action would have to
financed by an external, and most likely interna
internationally-funded, organisation.

10.24 ltis at this point that the Rio Blanco Co
intersects with the more general arguments anc
ciations that mining companies have made abo
in Peru over the last several ydsee is no doubt
that in some cases, this pressure (coupled, in' s
instances, with pressure from their own governi
has led certain international NGOs to cease fini
legal defence work on mining iE¥0ésanwhile cul
rent moves to pass legislation in Peru that woul
government to forbid NGDaNGOSs, to work on
issues not deemed congruent with national dev
needs has received more than tacit support fror
mining sector and would allow pressure to be e
on organisations funding legal defence work ag
mining companies.

10.25 So while tHeefensorimay observe that 1
legally recognized and constitutionally inscribe:
ty and governance rights of Segunda y C3fasta
have been violated in Rio Blanco, it is not cleal
the communities can do about this. Many a soc
lyst might conclude at this point that while Peft
zens may have rights on paget matters more i
whether they have financial or political power t
cise those rights.

Governance options

10.26 If a mineral project does ultimately go al
such a context, one of the great problems facing
Majaz will be to persuade people that the compe
indeed changed, and that the population can be
that the relations between mining and developm
far more auspicious in years to Abthe.core of thi
problem is the relative lack of legitimacy of these
tions that would guarantee this future relalibashi
institutions include the company itself, the MEM,
institutions of law and okiietake each in turn.

10.27 The company itself recognizes that it h:
gain legitimaand the change offstafl expansior
of its social programmes reffectsah this directior

The Delegation encountered no strong evidence that
expert informants - in the region and Lima - were certain
that these fefts would succeed. “Such is the distrust ...
that it will be veryidifit to turn the relationship

between Minera Majaz and the population around ... n
impossible, but very vefigulif..” commented an

expert at theefensoria del Puellor the Minister of
Energy and Mines “the company didn’'t know how to
behave;” he commented “thfensdafnot very good,”

though felt that this might now be changing with the staf
changes since mid-2006. Other opinions in the Rio
Blanco area were more blunt, and in the opinion of the
Delegation many of our informants simply did not believe
statements made by Minera Majaz.

10.28 While the MEM might express somefeserva
tion about the compahg Ministry g its own legit

imacy problems among local actors. Much of this seems
to be a result of the role that it assumes during the
exploration process - one in which it is largely absent,
leaving the management of community relations to the
company itséeThe MEM is consistently seen-as dis
tant, pro-mine and generally interested in little other than
increasing investment in mineral extiagdmits

any legitimacy that it may have to play a regulatory role
to ensure that the company follows the environmental
and social commitments contained within an approved
EIAThis is a general problem in the, seddaas a

result there is an advanced discussion in Peru on estab
lishing an “independent environmental ddthatity

said, the MEM wiill still be the entity that approves the
ElA(still making it judge and jury at the approval stage).
Also, the entity to which the MEM will pass responsibili
ties for post-approval environmental monitoring, OSIN
ERG, is not one that is well knownR§dadignwhile,

MEM would continue to be responsible for monitoring
social responsibility and performance. Indeed, its internal
capacity and the interest it shows in monitoring social
issues appears weak, as an informed&coree

ments:

“obvious lack of interest and political will within the
Ministry in the social issueshis.[the Social
Management Directorate] isfibe where the com

panies are supposed to submit their annual reports
summarizing their social and community initiatives, in
compliance with Decreto Supremo 042-2003-EM that
“Establece Compromiso Previo como Requisito para el
Desarrollo dectividades Mineraslowevge(a)

there are no set formatos or even indicators expected
of them, not even guidelines for what to report, (b) the
Ministry does not have the personnel or time to review
and process the reports, much less provide feedback
to the companies, and (c) there are no sanctions for
non-reportinghey have reams of social reports from
2004 sitting around since last.year

10.29 So the question arises, which institubiolas
have the capacity and legitimacy to ,hpooitmte




and where necessary enforce synergistic relatic
between mining and development? One obviou
might be civil socgighpugh it is hard to understar
why this should be a defasfionsibilitf civil socie
if mining is being promoted by both state and-tt
try precisely because it is deemed to be good f
opment%And, to return to Rio Blanco, even if ¢
society were to play this role, what mechanism:
have to ensure these synergiesdted earliéevels
of trust in the local judiciary/public prosecutor a
police are very low and much of this distrust is
terms of alleged distortifegtsf of the company or
these institutioBs.

10.30 The problem, then, in looking to the fut
this: who has the combined legitimacy and autt
play the role of ensuring synergies between the
Blanco Project and local development?

10.31 Perhaps more serious still is the sense
conflict in Rio Blanco has become so polarized
has made it venyfidiflt for any institution to occuj
middle ground and retain a degree of legfétmac
there are institutions that want to occupy this gi
that see some role for mining in the regional,ec
but also demand that any form of development
the systematic respect for human rights anduaé
for the sanctity of certain social and public insti
Howevethe space for such actors to emerge is
limited, and so debates continue to be pdlhage:
who do aim to mediate get tarnisfyrably this is
what happened to the Centre for Qaralictis and
Resolution of the Catholic Uniybrgigven more
indicative of the problem is the experience of tt
pastoral team of the Dioceses of Chuldtentean
leader notes that even when they try to prorot
cussion that explores possible middle ground a
of negotiation, they are labelled as becoming ‘g
this the team of the same bishop who just in 2C
identified on Pexr@hannel 5 as being part of a w
terror in Majaz and who, during the Delegation,
member of the company still deemed to be “prc
not” a terrorist.

10.32 The implication of these observations i
while the translation of mining into developmen
ronmental security and democratization require
intelligent, adaptive and above all socially legiti
ernance arrangements, it is very far from clear
of the currently existing institutions in Rio Blanc
and perhaps even Peru are in a position to play
role and satisfy such qualities. Indeed, the Dele
was struck by how often in the zone people sai
that they wanted neither the state nor the comg
help them resolve their problEmey. wanted to do
for themselves and wanted the state to stdg aw
still young democracy recovering from a long p
armed conflict, and with a long history of state |
gence of rural indigenous and peasant populati
is clearly a worrying and highly nedativekthe e

four years of conflict in Rio Blarcdo®é the report
reflecting onféifent ways forward in an institutional
weakened and fragmented context.

102 The Delegation was informed by a teacher of a drinking
water system that had been destroyed. The company had
installed it in a hamlet near the site.

103 Eager, C. 2006.

104 |n late 2005, Canadian Lutheran World Relief was told by
the Canadian government that it had to end its funding of
Peruvian NGOs that questioned forms being taken by mining
development, and that did legal defence work for affected pop
ulations. This work, it was told, was a foreign relations problem
for Canada. If CLWR did not end support to these NGOs, it
would lose its co-financing support from the Canadian govern
ment. Peruvian NGOs receiving this support were informed of
this termination in October 2005.

105 According to the Minister, this is policy. The argument is
that the exploration phase is one of high risk, which the explo
ration company is expected to bear. The incentive lies in the
great potential gains that might accrue.

106 OSINERG is the Supervisory Body for Investment in the
Energy Sector - electricity and hydrocarbons. It regulates the
sectors as a whole, ensuring they meet legal (including envi
ronmental) standards, supervises licitations for energy projects,
regulates electricity prices, and since 2000 is responsible for
resolving conflicts and claims against energy companies. Since
2002 it also regulates the quality of hydrocarbon products. See
Tavara, 2006.

107 A source the Delegation considers completely technical
and reliable.

108 That establishes prior consent as a requirement for the
development of mining activities.

109 Civil society should, of course, participate in any such gov
erning arrangement.

110 This is a more general problem. At a recent (December
13th, 2006, Lima) conference on mining in Peru, organised by
the national Consortium for Economic and Social Research
(CIES), Javier Torres of SER noted that one area that merited
much more research was the effect of mining on local judicial
institutions. His sense was that these were being weakened,
and become partisan, in mine affected areas.



Chapter 11

Conclusions and ways forward

11.1  Tucked away in a thousand hectares of
forest of North-eastern Peru, and hugging the
Ecuadorian bordire Rio Blanco Project has ove
last four years become perhaps the most emble
and significant mining conflict iritPéfhile conflict:
overYanacocha (which have claimed more lives
Majaz) attract more media and high level gover
attention, they do so because of the financial in
ofYanacocha, not because these conflicts are g
have any significant influence on the nature of 1
and regional development in the future - in that
the most important decisions have already beet
Cajamarcdhis is not the case in Pittzethethe
Rio Blanco Project goes ahead or nbgvéihdoes
ahead will go a long way in determining the nat
regional development in Piura for the next seve
decadesihethethe Rio Blanco Project goes ahe¢
not will have significant influence on how far an
rapidly MEM and the mining sector can open a
tier of expansion in the North of Peru. One of tr
important lessons of this Delegation is that the :
cance of the Rio Blanco Project is much more t
mine that the company hopes to develop enHilE
and which will be the subject of the Environmer
ImpacAssessment (EIA) to be submitted in earl
Indeed, Monterrico Metals itself has presented
ect to investors as much more tharsHtéhrg “pro|
ect not only of a single opportunity but [one whi
the makings of a mining district” (Dorman, 200€
mining district would have impacts that go far b
those discussed for the Hehiill’ project, and if thi
district and other concessions adjacent to the s
(though not owned by Monterrico Metals or Maj
indeed taken to project, this district viexildvater
sheds running to the Pacific as wellfktite, anc
many more human settlements than those influ
Henng Hill.

1.2 The conflicts around the Rio Blanco Project
have become emblematic and nationally significant in
additional wayeheDefensoria del Pudidg shown
progressively greater interest in this conflict - culminating
in the issuance of a extended rBpéehéoria del
Pueblp2006a) - precisely because it has come to high
light what tHeefensorigiews as chronic deficiencies

in the ways in which mineral exploration is governed and
regulated in PetgFrom th®efensoriapoint of

view these deficiencies systematically undermine legally
and constitutionally mandated human and citizenship
rights in Peru, and - not accidentally - do so for that
group of paawral, ethnically distinct Peruvians whose
rights are already among the most vulnerable in the
countryTheDefensoribas concluded that, to date, the
implementation of the Rio Blanco Project has violated
community membeights to properteir rights to
determine the ways in which their property will be used,
and their rights to informed participation in decisions
about developmentieDefensorias concluded that

these violations of rights derive from lack of clarity in the
regulations and practices of MEM. It has also concluded
that, with the information that MEM had in its hands at
the time of giving the company the green light to begin
large scale exploration (information that had been sup
plied to it by Minera Majaz), the Ministry would have
known that it was violating these human rights.
Informally tH2efensoribas also told the Delegation

that the ME8ecent ruling, in which it acknowledges

the legality of Minera Magxr’face rights and

absolves the company from having to renew its permis
sion to explore on community owned lands (a permission
which expired on November 28th, 2006), was designed
to protect the company and so again violates community
rights to determine the use of the land that they own.
Commenting on this ruling, a legal expert at the
Defensoriputs it as follows

“The MEM is going against th&\bhw will stop it?

Legally the owners can make a petition to the Law
Courts so that the judge decides whether the company
can remain on the lands or not. Unfortunately this
route is long and risky in Peru.”




“For its part, MEM is trying to evade our repol
advantage of the fact that the Defensoria del
has no formal power to sanction.”

“Another legal option is that the interested pai
demand annulment of the permission. But this
another lengthy administrative procedure.”
(pers. com., 10th Decenit96).

The case has therefore become
emblematic of profound deficiencies in
the Ministry, and of the inability of local
populations to do anything about these
deficiencies.

11.3  The case has therefore become emble
profound deficiencies in the Ministhpf the inabili
of local populations to do anything about these
cies. It remains to be seen whathsuch, it - and

above all the report of@kénsoriawill lead to any
changes in legislation and practices in MEM. ©
bility is that the Ministry will ultimately dismiss t
of theDefensoriaindeed, one reading would be 1
hasto do this because it will not want to create
dent of taking tbefensoritriticisms into accoun
and thus giving them legitintfaityollows this cour
of action, it is not at all clear what options of res
remain open to communiigsve have noted, a le
case will be beyond the resources of the comm
and if proceedings were assumed by third parti
Peru these persons and organisations will be o
the criticism of trying to deepen social conflict &
in the way of national developfientase is there
fore emblematic because it highlights how weal
rights of mindfedted communities actually are.

11.4  The case is also emblematic not only b
it has been violent but also because it demonst
more than do most other cases (excepting, per
Yanacocha) why it is that mineral development
so potentially explosilee Delegation believes it |
sociologically naive to explain the violence that
occurred in Piura as a result of agitation by rad
wing, environmentalist third parties. Even if the:
are present in Rio Blanco, they are also presen
other locations (including mining locations) in P
not all these locations become violent on the sc
has occurred in Rio Blanco. Instead the case sl
dramatically - how non-violent protest and the-
ic process have completely failed local populati
Formal complaints made by the communities o
Segunda y Cajas afadita, in which they insisted
their assemblies had not given the company pe
to be on their land, led to no change or respon:
either the company or MEM. Municipal develop
plans appear to have had liitlet @h either MEM «
the Rio Blanco Projétie forces of law and qiated
the court system, have defended the interests ¢
companybut not those of the local popukatibithe
local population has been kept very largely in tl

about a project that is occurring at the ends of their val
leys and which the company itself presents in national
and international circles as, potettimlligrgest

copper mine in Peru and the second largest in Latin
Americdt3

ns5 Looked at in the cold light otlday, we are
confronted by a situation in which: the Ministry responds
to the demands and concerns of the congpangse

of the local populations; the Ministry respects the con
cession rights of the compartynot the surface rights

of the communities; the Ministry responds to the compa
nys project plan and not the local goveriieesits)

ment plans; the Ministry ignores complaints submitted by
the communities but decides to recognize the gompany’
surface rights; the courts have brought legal action
against members of the local population for protesting
and damaging property (finding some guilty and placing
them on suspended sentence), but the courts have not
found anybody guilty for the killings of two peasants; the
police has defended the exploration camp, against rural
people; and the Minjgtnall intents and purposes, dis
misses the findings of@ké&nsoria del Pugblo

arguably the most neutral actor in this whole conflict.

1.6 In a national context which, as DematefV

the Grupo Norte commented to this Delegation, is prone
to violence, such a context is clearly darigettoes.
Delegation, it is ndialift to see how such a context

could ultimately lead local activists and residents to con
clude that their options for pursuing their interests were
very limited and how the resort to violence seemed to
offer their mostfettive optiohe Delegation in no

way condones violence (members having themselves
lost friends and colleagues to such violence), but we
believe that before dismissing it, it is important to under
stand it. Wencountered littloefto understand the
violence that has so far occurred in Rio Biés)aoe
contend, is ill-advised anywhere, but above all in the
Peruvian context. It was not an accident that mining con
flicts became such deative rallying cry in the recent
presidential elections, and the simple fact of Ollanta
Humala’failure to win the Presidency and the apparent
implosion of his Nationalist movement does not mean
that the grievances it mobilized have go#é laway

Rio Blanco, the structural sources of conflict have not
been décted by the comparapologyand - more
importantly - the memory of these sources of conflict
continues to be very real to very many of the people with
whom the Delegation talked. In this sense Rio Blanco is
a case of the more general observation ofithe W

Bank (2005) that mining projects must acknowledge that
in the local population of mieeted areas “there still

exist deep roots of resentment” and “a lack of trust with
profound historical roots”.

1.7 The Delegation concludes that, unless man
aged in a way which takes all these sources of griev
ance into account, and that is deteahoedall else




to prove that the democratic process works as |
ordinarypoor and indigenous people as it does-1
eign owned mining compidueye is a very real dar
that the project will elicit further violence and/or
deepening of authoritarian political practices in
Huancabamba afythbacaThere is certainly a des
for each of these (violence and authoritarianisir
some of the important stakeholders in this confl
vital that the project does not play into their har
fails to be sociologically intelligent in tleeeatdif
ways, then - thougim@tygenerate economic oppo
nities - it will fail on all our other criteria of deve
as laid out in Parts 1 and 7. Empowerment will
promised, freedoms will be compromised and s
will be compromised.

Specific conclusions

11.8  The above presents conclusions relatet
fourth charge of the Delegation - i.e. to commei
broader issues raised by the Rio Blanco Projec
Chapters 7 through 9 have presented our concl
our three other more specific tasks. Here we re
these in brief.

1.9 On our first task, to form a view on the
cy of interventions made during the debate that
at Portcullis House on March 21st, 2006, our cc
must be that neither company representatives r
activist view presented were entirely accurate-ri
tations of the situation in Rio Blanco.

11.10 The Delegation concludes that as curre
designed the actual and potential environmenta
of the mine will not be as great as suggested b
Alvarado. If there are impacts on water quality 1
more likely tofedt water draining toAhezon basil
through Jaén and San Ignacio, havindeldtlerethe
quantity or quality of water draining to Piura. Fc
reason it would seem appropriate that these twi
provinces of Cajamarca participate in any discu
and decisions on the future of the mine and we
Majaz September 2006 apology was also direct
these provinces. Howewer background in hydrol
cal sciences leads us to the view that we are nc
vinced that the design of the tailings piles and ¢
arrangements for channelling water under the ti
are as failsafe as the company claégnmat&\that fo
lowing the presentation of the draft DFS in Dec
2006, one of the issues requiring more work rel
the tailings piles.

1.1 Likewise, the impacts on land cover wil
as great as claimedAbyarado, though impacts or
wildlife will be (and likely have already been) m
severe because of noise and other disturfeatee

11.12 At the Portcullis House meeting and su
quently Monterrico and Minera Majaz denied al

of support for violence maddvayado. Later Minera
Majaz accepted that prior to its apology of Sept 2006
conflicts had arisen betweehastdfthe community

and that sfadissociated with these conflicts had been
permanently separated from the conmpaul opinion

it would appear that there had been failure of manage
ment in overseeing its.staf

11.13 The Ombudsperso@fice Defensoria del
Pueblp2006) has issued a report evaluating the evi
dence that the company did not enjoy legally adequate
permission from the communitfestef and Segunda

y Cajas to be operating on theilage is also evi

dence of communities retracting any permission that
may have been given by some of their [Eaelerss

a diference of view on this isslie.Ombudsperson’

ofiice ibid 2006) has concluded that the presence of
Minera Majaz on these community lands is not grounded
in lawParts of MEM have the oppositeagielaes

Minera Majaz itself (as expressed in its announcement of
January 22nd, Box 5).

11.14 Finallythe Delegation concludes that
Alvarade’presentation in March 2006 was representa
tive of a substantial opinion in the communities to be
afected by the project, but not of the totality of that opin
ion.

11.15 Our second charge was to consider the rela
tionships between the Rio Blanco Project and develop
ment processes in the prejaca of influence. Our
conclusions are that to date the presence of Minera
Majaz has not increased economic opparidriiys

been accompanied by increased levels of human insecu
rity and reduced levels of empowefimemiconomic
benefits of the exploration process have been limited to
occasional employment and a few community projects. If
the mine were to go ahead, the main economic benefit
would be through ta@mon mineend royalties, each

of which could be significant (though we express certain
caveats about the revenue that each of these instru
ments will generate in practice). Employment benefits
would be concentrated mostly in the phase of-mine con
struction. How far a mine would have muléigiseinef

the local economy will depend greatly on company policy
and practice, though ECLAC research in Cajamarca sug
gests that sucHeddts are limited because of the very
nature of the investments and economic activities
involved in mining. Minera Majemosed community
development programme is rimiexuify elaborated to

form a view on its likely econdettsethough as-cur

rently constituted it looks lifieetif from other com

munity development programmesAindés whose
economic performance has been very disappointing
(Eguren, 2005).

11.16 The generalized feeling among our-ntervie
wees is that, since 2002/3, levels of insadneta
bility and conflict have increased in theTeigi@ so
not only in relations between the company and loca




populations but also within this population and "
familiesThere is ample evidence demonstrating
conflict and tension. If a mine project were to g
without these tensions being addressed and re:
beforehand, and in the absence of a design allc
constant monitoring and response to emergent
then such a mine project would be accompanie
ther human insecurity

11.17 Since 2002, the capacity of the populat
act collectively at a regional level appears to he
ened, the scope for rational and technical publi
on local development appears to have been re«
and the state has little legitimacy and local acct
In all these senses, the exploration process ha:
accompanied by declines in levels of empowsri
in the case of insecpiftgmpowerment is not plar
for in any future mining project, then the Deleg:
cludes that these trends will continue.

11.18 On balance then, the developniectsedf
Minera Majazpresence have to date not been p
and looking to the future - in the current social |
ment in the area - there is no guarantee that th
become substantially better except for the injec
canorand royalty payments.

11.19 Thirdlythe Delegation was asked to cor
the diects of the project on environmental qualit
security\\e have already addressed this in the ¢
ments oAlvarade’claims regarding Rio Blamro/
ronmental impacts. Overall, the environmental |
of the mine as currently designed may be man:
We feel, howevehat there are two essential pre-
sites if the environmenfatef of this single projec
to be limited in the ways that the company proy.
First, given that this is such a complex project,
must be conducted to the highest standards (a
recommended at a more general level loylthe W
Bank, 2005). Given that our request to meet thi
ants conducting the ¥&Aded no fruit we cannot ¢
ment on the quality of the design of their work,
we note with concern the general deficiencies ¢
processes in Peru that were recorded loylthBak
(2005). Second, in order to ensure the adequat
mentation of environmental control measures, t
would have to be carefully and independently n
Current arrangements in Peru neither mandate
apparently allow such a monitoring arrangemidr
Bank, 2005)he recent creation of OSINERGMII
at least some distance between post-project mi
and the MEM but also appeardido fsafm potentia
conflicts of interest in its implementation.

11.20 Our largest environmental concerns ab
project relate to its likely knockemtsePresentatic
by the company package the project as part of
likely to be a far larger mining district; and othe
sions are already held in areas adjacent to the
the company is correct in suggesting that this v

a far larger mining development in the region, environ
mental impacts will be considerablylfraatewill in

all likelihood riskeating water quality and quantity
draining west into Piura.cdhnot assess these likely
effects as there is no design against which to assess
themThere is reason to believe, hqweatthey

could be real and potentially significant.

11.21 These conclusions on the relationships
between Rio Blanco, development and envirorment sug
gest that if this project and the mining district of which it
is potentially a part (Dorman, 2006) are to have positive
effects on well-being, secuwitynomenvironment,

state legitimacy and civic life, then there is a great deal
of prior work that needs to be done in order to make this
possibleThis work will require significant investment (of
time as much as resources) in rebuilding relationships
between Minera Majaz and the population, in building
adequate institutional arrangements, and in developing
the knowledge base that would allow a careful and
strategically planned placement of Rio Blanco within a
Piura-wide development and natural resource manage
ment strategy

11.22 The transformations likely to be ushered in by
the Rio Blanco Project have the potential to be massive.
They should be considered strategvihllyalm, with

time, and on the basis of much more (and more legiti
mate) information than currently &kistés a decision

that ought to be taken with care and humility and for
which the time cycle, information base and consultation
processes of an EB& quite simply inadequate.

Ways forward

11.23 While it is not within the remit of the Delegation
to make recommendations for the future, anticipations of
the future are a central part of the current conflict around
Majaz. Given this, the report comments on proposals
regarding how this future be mafdge=dmphasis

here is on the types of proposal that are currently abroad
in this conflict and their relative coherence and on
options that might be considered in the feitcage W

gorize these proposals in three main domains.

a) Proposals regarding how the decision on the future of
the Rio Blanco Project should be made

b) Proposals regarding how to generate the information
for making such a decision; and

c) Proposals regarding how the Project showld be gov
erned, if it were to go ahead

Making a decision on the
future of Rio Blanco

11.24 The MEM, and Peruviand#pulates how
decisions on mining projects are taken. In essence, this
process requires that the company submit feasibility and
environmental impact assessments to thEHdEM.

MEM then decides to approve these statements, or not




(though it has not yet blocked a project on the t
its environmental impact assessment). In additi
law stipulates that in order to use community la
company must gain two-thirds community supp
the then CEO of MM also notes in his undated
the PSG). While much of the current conflict re
around the argument that Minera Majaz needec
thirds support for the exploration phase, tee ME
response to timefensoria del Puebiakes clear th.
this level of support, expressed in a community
bly is necessary before the exploitation project
aheadThe Company also recognize&éthise
assumption is that this two-thirds support woulc
come from both the communities of Segunda y
andYanta. In discussion, howevsenior sfaf
member of Minera Majaz noted that he felt that
tion should perhaps be limited to the members
Segunda y Cajas plus two or three other distric
Even though the mine would Mentas land, it was
so far from human settleméfania that it was not
clear to him thégntas members should have a s¢
the future of the mine. More recently the compe
argued that the mine site will in fact notamadn
land (a point that other researchers in the-area

putei?

11.25 In essence, then, one set of proposals -
company - aims to limit to a minimum who sheul
pate in a decision on whether the mine should gc
The MEM has a similar line - for this is policy - e
the sense from their response to the Defensoria
October 1st 2006) is Yaata would also have to

approve use of their lands with a two-thirds majo

11.26  The counter proposal, forwarded Bretite
por el Desarrollo Sostenible de la Frontera Nort
Per( argues that this decision should be made -
a popular referendum involving a far wider popt
drawn from the provinces of Huancabgailzxa,
San Ignacio and JaEhis proposal draws its inspi
tion from the caselahbogrande, also in Piura (a
subsequently from those of Esdrglentina and S
Marcos in Guatemaldle argument underlying thi
proposal is that the areas that wiltbeafy a mir
eral development project go well beyond Segur
Cajas andlanta, and also include Jaén and San
Ignacio, located downstream of the waters that
from the mine sitde challenge facing this propo
that it is not immediately aibamn these four
provinces would participate - or put anothenata:
would be the criteria for defining more specifica
the dected populations are and who should the
vote in a referendum.

11.27 In between these two proposals - or pe
more accuratedkisting parallel to that oftbete
is the argument that any decision must be cons
with the four provincial governrakataly existing
land use plans (themselves elaborated through

es with ddrent degrees of public participation). Given
that these plans do not include mining, then —represen
tatives of the local authorities argue - mining should not
be allowed within their jurisdictions.

11.28 These proposals draw derdift principles to

give them legitimatiye former is grounded in fprinci

ples of law and forms of representative democracy that
give a determining role to central govefrradatter

is grounded in principles both of direct democracy and
forms of representative democracy that give-an impor
tant role to local governnidmt.argument used te dis
credit the former option is that it is less democratic and
more subject to authoritarian decision making and to
capture by alliances between the state, business and
elites; the argument used to discredit the latter is that it
is not recognized in, lamd could be subject to manipu
lation through campaigning and gerrymandering by any
of the actors involved (i.e. through controlling the bound
aries of who votes in order to skew results).

11.29 Whatever the case, and while endorsing the
narrowelegally prescribed proposal,tkeMinister

and Minister of MEM noted to the Delegation that if the
company is unable to establish a relationship with the
population the resulting protest would “mean that mining
was not viable” in Rio Blahsenior company repre
sentative endorsed a similar position - if fifty percent of
the population were against the mine, it would not be
possible to go ahead he said.

11.30 In the current context of Rio Blanco, there are

at least two attractions to a referendum. First, the evi
dence is not persuasive that there is any further scope for
dialogue on the future of the Rio BlancoHreject.
polarization among the actors and their unwillingness to
try to create spacesgemuinglialogue among them

was a serious concern among members of this
Delegation. Genuine dialogue, we argue, depends on
actors coming together to establish networks of trust and
listen to each other in order to understand and negotiate
their di€rences within an economy of care (cf. Borneman
2003). Caring about the “difieshowing a willingness

to listen to his/her views opens up a way to promote an
ethical approach to mining; one that allows debates on
mining to move beyond the impasse in which actors in
the Rio Blanco project currently find themselves. Diez
(2006), a respected academic anthropologist who also
liaised with the work of the Catholic Univ@esities’

for Confli&nalysis and Resolution, likewise concludes
that none of the actors involved in ostefwiislatef

dialogue really wants dialogue - none of them is willing to
change their opiniohisd indeed, when the Delegation
spoke with some of the actors, memberSrehtbe

were clear that they could not envisage changing their
view that the mine should not go ahead, just as every act
of the company shows that it cannot envisage a future
that does not involve an operating mine. Forcing more
roundtables in such a context will do little more than aen
erate further conflict and frustration.




11.31 The second attraction of a referendum
would provide a clear statement on the balanee
ion on the mine that all actors - whether in favo
against the mine - would then have to live with
bound hyit is probably also the least manipulabl
of generating information on community views -
eforts at manipulation would occur (in exactly tl
forms as they do in local and provincial electior
point when the X is marked on the ballot, the w
isolation, and anonymous.

11.32 And finallyhere is perhaps also a Piura
attraction to a referendum. In a carefully arguec
soned contribution to the planning needssf Piu
regional government, a team of respected rese
conclude that once and for all Piura needs to ki
it thinks about mining, in order to know if and h
include mining as part of a regional developme
gy (Dulanto, 2006hey say (p. 10), “we need to-¢
lish what the decision of Bivgaidents is going to
vis-a-vis metal mining, since the sefgioné develo
ment will be greatly influenced by this, considel
potentially more than 400 thousand hectares al
concession for varying types of minatalLit\\esch
ing whether its residents want or do not want nr
regional government will never really be clear c
plan development because the rise of large sce
would change so many of the parameters on w
regional development strategy would be based
influence, for instance, government revenue, de
on government expenditure, water resource me
ment issues, infrastructural demands, and popt
issues)Areferendum on mining not just in Rio B
but in the department, would help clear the air

Generating an information base upon
which to make such a decision and
who should participate

11.33 However the decision is made, still pen
the question of who should participate in makin
on what knowledge base the decision would be
Given the potential scale of fibete{positive and
negative) that a mining district centred on Rio E
might have, then this participation should be br
should include not only populations contiguous
Rio Blanco site, but also others downstreamini
mum - and given Majazid Monterrico Metaisi
insistence that the waters draining from the site
those that pass through Jaén and San Ignacio
populations of these two provinces presumably
participaté case can also be made that those ir
Moropdn might also participate, given that a lar
mining district might have implications for their
supplies.

11.34 For such a consultation/referendum to
value, howevgreople would have to base their \
decisions on what they perceive to be good qui

mation, and arrive at their own reasoned view on the
basis of this information (this is, after all, part of what citi
zenship isThere are two problems here. First, there is

a problem of thqeantitypf information available to the

local population: we have noted the chronic lagk of infor
mation in the zone, a problem that also occurs far more
widely according to th@levBank (2005). Second

there is a problem ofdhalityof information available.

In the current situation many social actors express little
faith in the quality of information produced by the compa
ny Some are also dubious about the quality of informa
tion distributed by activist civil society groups, and cer
tainly both Majaz and the MEM have little faith in infor
mation emanating from such sotiteegeneral belief

is that diérent stakeholders produce that information
which is congruent with their political position. Under
such conditions, it will Biewdifthat a final decision on

the project might be taken on the basis of rational and
critical technical debate.

11.35 Ideally independent and credible information
would already exist and would have been codified in well
researched land use plans and systems of territorial
orderingofdenamiento territpiaéllocal and regional

levels. Unfortunately this ordering is not yet in place.
Indeed one of the lessons of the Rio Blanco case
regards the urgency with which a system of territorial
ordering must be completed in Peru so that it can serve
as a basis from which to make informed decisions on
mining and other projects.

11.36 In the absence of soatlenamiento territorial

what will be required to produce information of adequate
quality and quantgtych that all stakeholders would
accept it as a legitimate basis from which to make deci
sions in an eventual referendum?

11.37 First, is the question of time. It would take time
to produce such information - but we have already sug
gested that given the magnitude of the transformations
that might derive from a decision to proceed with Rio
Blanco, taking such time seems eminently sensible.
Second is the question of who would produce such infor
mation. Whout getting into specifics, this information
would have to be produced by an independent third
party Universities and think tanks - singly or in consor
tium - that combine skills in socio-economic research,
regional development, extractive industries and water
resources - would be obvious candidat&heris.

the question of what information would need-to be pro
duced. Much of it should consist of careful analysis of
the coherence of information and arguments already pro
duced by stakeholders in the carféatferent
stakeholders ought also have the right to suggest a
domain in which new information would be Vdlaable.
information generated would have to be produced in a
way that was rigorous but also intelligible, participatory
and accessible to the local population.




11.38 With the information generated, it woulc
be important to do intensive explanatiofuaioh dif
this information in the ardastafl by the projédtis
workshop andfd#fion work would also have to bt
task of this independent pamyould be important
neither the company noFteate de Defensartici
pate directly in this procEsis would mean return
to be idea that underlay the work of the Centre
ConflicAnalysis and Resolution (CARG)time,
howeverthe difision and discussion work would
implemented by a completely independent acto
would be funded independently

11.39 Having a body of independently genera
new information would have value not only for t
population. It would also be valuable for local g
ment, civil society and activist organisations, Mi
Majaz, and the MEM. It would force each of the
think more creatively and analytically about whz
pening in Rio Blanco, and the relationship betw
these processes, the region and the.dhistsgem
very important to us for the Delegation had the
that all actors in this conflict have fixed position
they rehearse on repeated occasions without re
on them and changing théfrhis is understandab
it is part of the dynamic of conflict. Hauetdixing
on positions, and such resistance to thinking mi
deeply and more criticalyy has thefedt of further
solidifying the lines of division within the conflici
way or another all the actors involved share soi
responsibility for the continuing stalemate in thi

How should a mineral development
project be governed?

11.40 Wk closed Chapter 10 observing that it
clear that any of the institutions currently involv:
Rio Blanco Project has the necessary legitimac
able to perform the role of implementing, goveri
monitoring and regulating a mining and develoy
project, should it go ah&ads, as we noted, is one
the most seriopasivos social@segative social

impacts) of the exploration phase of the Rio Ble
Projec9In such a context, are there possible g
nance arrangements that might make the proje:
and engender fcient trust for the project to proc
without generating a continuing series of new ¢
We remain agnostic on this and share the view
of our expert interviewees - both pro and anti
from each of the mining indesatg and civil socie
that the last three years and the behaviour of tF
pany (as recognized in its apology) have very p
undermined the social viability of a mining proje
Blanco, for a considerable period of time hence

11.41 That said, the following closing comme
line ideas on possible elements of governance
itoring arrangements that might add some viabi
projectThe simple message is that for this proje

stand a chance of being viable, it has twédny thest
mining project in Peru, in terms of transparency
accountabilitfialogue and participation. Its room for
manoeuvre is very narkdvfirst comment on options

for governing the relationship between the mining proje
and the environmériien we close with a discussion of
options for governing the relationship between the
mining project, development and democracy

Governing and monitoring the links
between mining and the environment

11.42 Awell-designed and executed monitoring plan
for water quantity and quality is critical to foster dialogue,
consensus, trust, and transparency between the mine
and the communitpy monitoring conducted must be
conducted in a transparent, publicly available,-and inclu
sive manneand would need to last for decHukes.
monitoring plan should have the capacity to adapt to
changes in mine operations as the mine grows, closes
old operations, and potentially explores neArgreas.
monitoring plan must have a formal, independent, exter
nal verification programneecanot emphasize this

point enough.

Any monitoring plan must have a formal,
independent, external verification pro -
gramme. We cannot emphasize this

point enough.

11.43 In this section we outline principles that can be
used to help design a participatmperative monitor

ing plan, select appropriate locations, guide sampling
frequency at these sites, help determine the analytes to
sample, select methods to collect those samples and the
methodology of analysis for each a#dlyigortantly

this section also provides a framework for analyzing and
interpreting future data.

Successful monitoring
plans for mines in Peru

11.44  The monitoring plan that we propose is based
on successful models already in place in Peru. Examples
that we draw from include monitoring plans designed for
Antamina anénacocha projects in Peru. In all cases,

the monitoring plans were enacted after complaints were
formally filed against mining companies by concerned
municipalities and citizens in response to perceived con
tamination problems caused by the mining ac#ivities. W
difer from those projects in suggesting that the monitor
ing plans be employed prior and during mining activities,
rather than after there have been complaints against the
mining companies Wso diér on insisting that these
monitoring activities be verified from the outset by inde
pendent, external organisations neither linked nor per
ceived to be linked to mining int&¥datsating a cem
prehensive monitoring project prior to the operation e




mine and through the life of the mine into the de
sion phase of the mine has numerous advantag

» Baseline information on water quantity an
before the onset of mining activity provide:
on natural conditions

» Comparison of current conditions of water
and quality to baseline information provide
guantitative assessment on the contributio
mining activity to current conditions.

» Often, changes in groundwater quality ant
ty can be observed in monitoring wells bef
changes occur in stream water quantity ar
ty, providing an ‘early-warning sysidhgt
remediation activities can be initiated prior
impacts on surface waters and/or down-gr
groundwater aquifers.

Communication plan

11.45 Information on water quantity and quali
should be communicated regularly to the public
a comprehensive communication plan.

11.46 Aweb site that includes a detailed map
area around the mine should be used as a bas
manent display of datee data types displayed sl
be all the data collected as part of the monitorir
along with available historical data. Locations o
pling sites should be linked to raw data and als
graphs and other interpretive products that illus
water quality and quantity patters withhgnggaphs
should also compare the measured concentrati
analytes relative to standards.

Mine closure plans

11.47 Mines remain a source of pollution and
tamination for decades to centuries after Alosoe
closure plan is critical to insure that acceptable
quality and quantity are maintained into the fore
future. Closure plans developed by Rio Blanco
define objectives, procedures, and possibly lon
post-mining measures necessary to maintain a
water quality and quariigny countries require a
monetary bond be posted as a contingency to {
lems that occur after the mine has ceased oper
and is closed@he mine closure plan should spec
address long-term impacts from tailings piles, v
dumps, and open-pits. Often, acidic lakes with

amounts of toxic metals form as abandoned pit
water Mine closure plans should be developed
made public nowell in advance of the actual clo
of the min&2

11.48 Monitoring should occur in six separate
domains (se&nnex 2 for more details):

a) Climate

b) Air Quality

c) Surface Wer Quantity
d) Surface Wer Quality
e) Erosion Control

f) Groundwater

Governing and monitoring the links
between mining, development and
democracy

11.49 If establishing a system to monitor the-environ
mental impacts of the project is complex and will require
the involvement of actors who are as independent and
technically competent as possible, a system for govern
ing the (potential, hoped for) synergies between mining,
development and democracy is probably yet more com
plexAt times, senior §taembers of Minera Majaz
appear to suggest thatib&ensoria del Puettiould

play this role (EI Comercio/Brid0®6). Others sug

gest (and the Delegation tends to agree) that this would
not be appropriate as it would irretrievably weaken the
Defensori@position of independeiteDefensoria’

role is to defend rights, not to mediate or manage social
conflict.

11.50 Amore general option for monitoring these
relationships would be to establish a mining commission
(both nationally and for the specific case of Rio Blanco).
This would be ultimately independent from government,
reflect the diverse interests of stakeholders in mining in
Peru (including the state) and operate according to the
human rights, democracy and development, with a par
ticular view towards protecting disempowered citizens
and the environmdritis proposal is one that is already
circulating in Peru, and seems a very sensible way for
ward. Nor would it be an isolated experience. Indeed it
would sit alongside currently existing, and recent com
missions - such as the National Labour Commission, the
National Council on Education and Health, Tautth the

and Reconciliation Commission. Each has been created
as advisory bodies, with varying levels of independent
authorityand composed of members drawn from diverse
backgrounds (some with majority state presence, others
not).There is much to be learnt from these experiences
for imagining how to establish multi-stakeholder mecha
nisms for governing the mining, sseudaspecific proj

ects within it.

11.51 An additional option for the monitoring, but not
managing, component of this governance arrangement
might be to involve all or some members of the consor
tium involved in the Environmental Industries
Transparency Initiafi#&Many of these organizations,
and the group as a whole, already have established




Box 6

Independent moni -
toring and strategic
use of natural
resource revenues in
Chad

One striking example of an
attempt at innovative transparen
cy reforms is in Chad. Chad is
one of the world's poorest-coun
tries and faces a high conflict
risk, due to its low income and
unequal division of resources:
while political and military power
is held by tribes from the north,
oil and agricultural land is-occu
pied by tribal peoples in the
south.

Although oil was found in Chad
in the early 1950s, the country
only recently attractedicant
investment to exploit it. Following
extensive negotiations with the
World Bank, the Chadian gov
ernment adopted the Petroleum
Revenue Management Law of
1999. It specifies that all of the

country's oil revenues must be
initially deposited in dshofre
escrow account; that the account
be annually subjected to an
independent audit; that the funds
be spent according to a strict for
mula that allocates 80 percent to
education, health care, social
services, rural development,
infrastructure, and environmental
and water resource manage
ment; that five percent of the
royalties go to local communities
in the oil-producing region; and
that the revenue-allocation
process be supervised by a
board that includes both gevern
ment dicials and representa
tives of labour and human rights
NGOs.

This agreement, though irnova
tive and praised by méag

more recently brought another
lesson. For if one lesson is that
independent mechanisms for
revenue management can be
arrived at (especially in the pres
ence of a strong third party
insisting on this), another lesson

is that their sustained independ
ence has to be constantly-moni
tored and supervised, and that
the third party has to remain
strong. For in the Chad case, the
government has more recently
reneged on the arrangements to
spend a high proportion of oil
revenue on social programmes.
The Wirld Bank ultimately gave

in to these Chadian demands,
and the government began using
petroleum revenues for military
and other non-developmental
spending.

The lesson here is that - as
argued also Annex 3 -
arrangements such as these
have to be designed for the long
term, and those designing have
to be determined to sustain them
in the long term (albeit with
adaptation along the way).

Source: Ross, 2006, Background
paper for thednd
Development Report, 2006

track records in monitoring and insisting on trar
in the declaration and use of revenue generate:
mining, and are widely respéldtedmore general
point is that some mechanism would have to be
promote constant monitoring of, and transparer
financial aspects of the prdjbist.mechanism wou
have to be as independent and technically com
possible. It is worth noting that such arrangeme
possible, even in the md#tudifof environments, t
that achieving and sustaining them requires cor
vigilance and determination (see Box 6).

11.52 It seems to the Delegation that the mar
ment of the relationships between mining and d
ment must pass through local and regional gowv:
authorities. Otherwise the project would be wor
against the process of (and legislation for) dece
tion that has been ongoing in Peru over the lasi
yearsThis requires that Minera Majaz or any otl
operating company would have to deal with-oci
ernments even if they didn’t like them. It would
require systematic investment - over many yeal
building capacities in local government in order
becomes better able to plan and foster develop
usecanorresources well.

11.53 Indeed, the Rio Blanco case raises a st
more general challenges to the Bhatelelegation
formed the view that the state has very limited |

in the project area. Whether in its form as the Ministry of
the Interipthe Ministry of Energy and Mines, or the
Ministry of Justice and their local manifestations, it is
viewed as partisan and often incompgtestances

of the state need to recognize that mining and mining
conflicts are one of the most visible and important ways
in which the state makes itself present in rural highland
Peru. What happens around mining therefore goes a
long way in determining levels of state legitimacy and
acceptance in everyday social life. It is not simply the act
of occupying space from Lima that will help re-integrate
a still post-conflict fractured Perhipvttisat space is
occupied that mattdiisis does not mean that the

Ministry of Energy and Mines should become a
Defensoria del Pueblo, nor that local judges should
always find against mining companies and in favour of
communities; but it does mean that these entities must
make themselves present in ways that show themselves
to be more responsive and accessible to citizens than
very many people in Rio Blanco currently think that they
are. Otherwise the fragile governability of rural Peru will
remain fragile for decades to come.

11.54 One of the more serious dangers in the rela
tionship between mining and development in general
and in Piura in particular is that the resources which any
future mining might generate - fraangroyalties

and in the compangivn development programme - will
not be used strategic@thg greatest temptation - to th




company and to elected authorities alike - will t
such resources to influence voting and support
sipate conflict in the short fnis.has certainly be
a pattern in other mining projects in Peru. While
can be no fail-safe means of avoiding this, the
the problem implies: (i) that the use of all resou
should be in line with participatively elaborated
land use and development plans; ii) that the co
should not have any say in resource allocation
development project it proposes as part of the i
development model for the Rio Blanco; and (iii)
use of resources is monitored independently

11.55 Only if these conditions are met will thi
development project that is alsmacracy deeper
project - or in Seterms, developmeptoject that
also dreedom enhancimgjectThese two observe
tions would, in turn, mean that the future of dev
(and mining) in the area would have to be conc
a function of these land use plans, and that the
ment project component of Rio Blanco would b
mented by a third party organisation, using rest
placed in a foundation over which the company
have no say at all.

11.56 Wse, transparent use of resources gen
by any future mine is all the more important in 1
of the conclusion of a recent study commission
World Bank and enquiring into the relationships
mineral wealth, equity and conflict. In a wide ra
review of natural resource conflicts worldwide, !
concludes that the three most important factors
ing and even evading conflict have been: finan
parency (see above); respect for human rights
refusal on the part of companies to bring in mili
forces; and the conduct of on-going multi-stake
dialogue (Ross, 2006). Each of these factors is
ably more important than profit sharing per se i
ing conflicthe lesson for Rio Blanco is that the
of the canon and royalties will not, per se, be a
for ensuring reduced conflict and local developi

The lesson for Rio Blanco is that the trans -
fer of the canon and royalties will not,

per se, be adequate for ensuring

reduced conflict and local

development.

11.57 The other lesson of the study is the imj
tance of on-going dialogue around mineral dev
Like Diez (2006), we have noted that dialogue |
Blanco seems to have stalled and that there ar
guestions about the willingness of all stakehold
engage in genuine dialogue. It is in that light th.
endum - following the prior generation and diss
of legitimate information - appears as a way to
ward. Howevaelialogue cannot be postponed for
Ross review demonstrates that such dialogue
priorto any mineral development in order to est:
agreed upaex antground rules regarding the be

iour of dérent stakeholders and the use of resources. It
is, he concludes, far mofieudifto establish these

rules after the mine is operating, or after conflicts have
emerged. Howevigitial arrangements may become
outmoded as local development priorities change, as the
mine identifies new deposits, or as people who were
children at the time of initial accords become adults and
conclude that earlier accords do not meet their needs.
For this reason, dialogue has to be sustained over the
complete life cycle of a mineral project, and agreements
about resource sharing, resource use and other themes
must be subject to revision. In the absence of these con
ditions, the review concludes that conflict is likely to re-
emerge (se®nnex 3 for a longer discussion). Indeed,
Ross traces armed conflicts in other parts of the world to
the disééctions of such young adults who feel that
existing arrangements with resource extraction compa
nies do not address their needs. Given that Rio Blanco
is characterized by five of the six ‘structural risk factors’
that Ross (2006) identifies as most associated with the
emergence of violent conflict around mineral extrac
tionl25attending to these needs for transparency and
sustained dialogue is particularly critical.

11.58 While environmental monitoring can be done in
the light of internationally recognized environmental and
water quality standards, the same cannot be said for the
monitoring of social, political and economic impacts.
While monitoring could and should be done in accord
with indicators such as the NDRian development
index and other established indicators for human and
civil rights, it should above all be done in accord with
indicators and objectives elaborated through the provin
cial, participative development planning processes envis
aged abovAbove all, neither MEM nor the company
should havenysay at all in determining the indicators
and objectives against which the development and
democracyfetts of mining would be monitored. Only
then is there a hope that the development catalyzed
through resources generated from mining could ensure,
as Monterrico Metéisl) own documents say it ought:
“that the poor and extremely poor are principal actors in
the solution of their needs and wants.”

neither MEM nor the company should
have any say at all in determining the
indicators and objectives against which
the development and democracy
effects of mining would be monitored

111 This since the Tambogrande conflict came to an end.
112 Findings which resonate with those of the World Bank,
2005.

113 See also La Ventana Indiscreta (2006).

114 |t merits note that during campaigning prior to the first




round of voting in the presidential elections, Alan Garcia of
APRA was also critical of mining company behaviour, and
indeed argued that the future of the Rio Blanco Project should
be determined locally. When on October 6th, 2006 Monterrico
Metals noted to investors that Alan Garcia (by then President)
had stated his support for the project, it was not noted that this
had not been his position six months beforehand.

15 One of the difficulties of evaluating the effects of environ
mental stress is that effects are non-linearly related to the
stress: that is, for low level stress the environment might
accommodate but at higher levels critical points might occur
and very large damaging effects emerge suddenly:- Thus envi
ronmental effects might well not scale linearly in going from a
single mine to a mining district.

16 See the CEO's undated letter to the Peru Support Group
and, with fewer specifics, Andrew Bristow's interview in El
Comercio, Peru's main newspaper (EI Comercio/Bristow,
2006).

17 These researchers - Cesar Astuhuaman and Raul Zevallos
- have been critical of the mine project. Both are completing
doctorates at present, and before Astuhuaman held a position
directing archaeological projects in the North of Peru for the
government's National Institute of Culture.

18 Some of the notable exceptions here might be the
Defensoria, where one notes careful, analytical efforts to get a
handle on these dynamics, CIPCA Piura and one or another
researcher.

19 |t might be argued that to the extent that this is so, it is
because of the local social and political context, and not
because of the mine. We doubt this interpretation, and even if
it were the case, it can legitimately be argued that the mine
should have understood this context before entering, in order
to avoid any further weakening of democracy. If the situation
has worsened the mine was the catalyst.

120 |t is taken as given that the monitoring would be ‘best
practice’ and thus would need to upgrade in line with changes
in international best practice in instrumentation and techniques
(always ensuring data comparability of course).

121 This is a lesson from Yanacocha where monitoring and
roundtable activities linked to the CAO of the IFC were - how
ever technically competent they may have been - identified by
various local actors as associated with an organisation that
was, in the final instance, a part owner of the mine-This great
ly reduced their credibility and their ability to defuse conflict.
122 Mine closure plans also need to take into account how to
maintain the infrastructure once the mining company has gone
and support and maintain employment/ job opportunities once
the mine closes.

123 The EITI involves: Cooperacion - Accion Solidaria para el
Desarrollo; Oxfam America; Centro Labor - Asociacion Civil
Centro de Cultura Popular Labor; CEDEP - Grupo Propuesta
Ciudadana; CBC - Centro de Estudios Regionales Andinos
"Bartolomé de las Casas"; CIPCA - Centro de Investigacién y
Promocion del Campesinado; Asociacion Civil Labor - llo;
Grupo Andes - Grupo para la Promocién del Desarrollo de los
Andes; INNOVAPUCP - Pontificia Universidad Catdlica del
Perl - Centro de Consultoria y Servicios Integrados; Care
Peru; Forum Solidaridad Peru; PROETICA Consejo Nacional
Para La Etica Publica;. CAD - Ciudadanos Al Dia.

124 Ross (2006) identifies the following as structural risk fac
tors - that is, conditions of those regions affected by mineral
extraction that turn violent and conflictive: poverty: mountain
ous terrain; location in national peripheries; prior regional iden
tity; absence and weakness of democratic institutions; and
unlootable, deep shaft minerals
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Annex 2

Detailed suggestions on environ -
mental monitoring options

Monitoring should occur in six separate domain

e Climate

Air Quality

Surface dter Quantity
Surface &ter Quality

e Erosion Control

e Groundwater

Climate

Weather é&cts all mining operations. Rainfall po
transports contaminants from the mining site to
gradient farms and towned\Way transport corta
nated aerosols over many kilometres to downw
Climate stations should be located at the mine
at several down-gradient and downwind sites o
Instruments need to be located in areas that ar
influenced by structures (houses), vegetation, €
good manual of on-site requirements is provide
Nationahtmospheric Deposition Program at
http://nadp.sws.uiuc.edu/QA/. Ideally this inforn
would be collected in real time and posted on a
An example is at http://cottierado.edu/exectmet
page/albmetpage.cgi.

Recommended instrumentatidundes: (1) continuc
precipitation collector (Belfort is a popular supp
total rainfall; (2) tipping bucket precipitation coll
storm magnitude; (3) shielded air temperature;
shielded relative humidity; (5) wind speed; (6) v
direction. Instruments should sample about eve
second and means recorded and reported at 1(
minute intervals.

Air quality

Mining activities have the potential to perturb ai
in the surrounding area. Open-pit mining gener:
amounts of dust for several reasons: removato
tive vegetative cqowdisturbance by mining equipn
milling of ore into small-diameter particles that ¢
transported by wind, etc.

Impacts on air quality from the Rio Blanco Proje

concern for several reasons. First, deposition of dust and
other aerosols generated by mining activititseon cof
plants may cause local producers of ordeaitocof

lose their certification. Certified orgéadcisdiie

major cash export for surrounding communities. Loss of
the organic certification would cause economic harm.

Second)ythe Rio Blanco Project proposes to extract
minerals using the froth-flotation proleissgrocess

involves extensive use of xylenol as a frothing agent.
Little is known about the heédittebf xylenol. What

is known is that xylenol is easily volatilized. Inhalation of
xylenol may cause cough, dizziness, headache. It can
be re-absorbed through the skin, causing a burning sen
sation. Ingestion is often accompanied by abdominal
pain, nausea, vomiting, diarrhoea, dizziness, headache,
and finally shock or collapse. Finely dispersed particles
of xylenol form explosive mixturesRelaase of

xylenol into the environment has an unknown potential to
affect downwind ecosystems, farming activities, and
human health.

Recommended instrumentatdtudes: (1) PM-10

monitor; (2) monitoring of lead, arsenic and/or other toxic
metals of interests in dryfall; and (3) xylenol er a surro
gate for xylenol or its decomposition products.

Water quantity

The primary objective of the water quantity study is to
quantify potentidieefs of the mine operations and
facilities on surface water flow and flow fromAsprings.
second reason is to collect information to model water
flow through and over the tailing piles and waste rock
piles. Specific parameters that should be measured or
estimated include:

a) Discharge (flow from springs and in rivers)

b) Precipitation (rainfall)

C) Evapotranspiration (ET)

d) Infiltration (rainfall that soaks into the ground)
e) Overland (surface) flow (water thatfrtives of

surface of the land)

Hydrologic models (there are many) are a good wa tn




integrate these measurements, estimate hard-t
ure parameters such asalad@ evaluate groundwa
discharges to streams and springs (particularly
season when there is less rainfall).

Recommended instrumentation andssarge

should be measured continuously at the most il
sitesThese should include at least the streams
the valleys where tailings and waste rock will b
and the Rio Blanco river below the mine site. D
is usually measured in constructed features sur
weirs and flumédess expensive method for cen
ous measurements of discharge is pressure tra
that are placed on the stream bottom. In both n
stage-discharge relationship needs to be devel
the specific locations using manual measureme
flow More distributed measurements of dischari
should be made manually about monthly at all :
concern. Springs that mayfbetedl by mining ope
tions need to be identified and sampled. Infiltra
to the subsurface are estimated by collecting st
and testing them to learn how the soils in the s!
store water and how water moves throughrhtsm
samples should be tested for (1) organic contel
moisture retention properties (e.g., how much v
soil can hold before water flows freely from the
(3) permeability (how well the soil transmits wa
cores should be collected periodically from the
pile and the same measurements conducted to
stand how much water may be infiltrating the te
and also flowing over the surface of the tailings

Water quality

The water quality investigation should be desig
determine whether mining activities have chang¢
quality of water in streams and canals that flow
Rio Blanco mining area such that the water ma
unsafe for domestic and agricultural (livestock-:
tion) uses or aquatic life. Questions about the s
water use for drinking and cooking, skin contac
tural use, and as aquatic habitat, can only be a
by comparing the chemicals (analytes) in samp
to water quality standards.

Water quality standardé recommend standards
established by thendl Health Organisation (WH:
the U.S. Environmental Protégiemcy (5, and

Environment Canada. atommend the WHO, U
ERA, and Environment Canada standards beca
all incorporate toxicological data on human hea
and risks to biota, and they all are set to be prc
human health or the health of other biota. It is \
noting that the Perat®¥y Law standards have littli
no documentation regarding derivation or applit
Unlike other water standards that we recommel
Peru \&ter Law drinking water and aquatic fife s
dards do not appear to establish maximum acc
concentrations for health or skfstgad, for exam|

the drinking water standards refer to the treatment
required to make the water potable. For aquatic life, the
Peruvian standards do not provide information on inter
preting those standards, and many of the standards are
not useable without guidaroe water quality stan

dards that we recommend have been used at
Yanacocha and other mining areas in Peru.

Sampling locations and frequéaosr quality should

be measured at all locations where water quantity is
measured. &er quality should be measured daily to
weekly in all surface waters that drain the mine site,
including the streams that drain the valleys where the
tailings and waste rock will be stored, any surface flow
from processing facilities, water treatment facilities (e.g.
pumping of groundwater from the open-pit, sewage
plant), and the Rio Blanco river below the mine site.
Water samples should be collected monthly to quarterly
at sites that may be at risk from mining attieses.
distributed sites should number at least 40. It is essential
to sample springs down-gradient from the mine site.

Potential analytdfiere are numerous chemicals (ana
lytes) that water can be sampléddiia we provide

some suggestions for analytes. Hothegersugges

tions are not comprehensive and may need te be modi
fied for the Rio Blanco mimeredbmmend measuring

the following analytes on all water samplésli¢ii)y

pH, and specific conductance on unfiltered water sam
ples. (2) Major cations (calcium, magnesium, sodium,
and potassium), anions (chloride, sulphate), and reactive
silicon (Si) on filtered samplemtéd)unfiltered) and
dissolved (filtered) metals, including ardirsenig,

barium, beryllium, boron, cadmium, chromium, copper
iron, lead, mercumyolybdenum, nickel, selenium,
silverthallium, zinc. Fecal coliform is a common water
quality analytee\lecommend not including feeal col
iform in normal water sampling because: (a) it is not
generated by mining activity; and (b) processing and
handling requirements are much rfioudt difd time-
consuming than for the other analytes.

An aquatic assessment should be conducted at the
same sites. Sampling frequency should be reduced to
quarterly from daily to weekly sites and reduced to annu
ally at monthly to quarterly Sitbesprimary organisms

of interest are fishes, amphibians and benthic inverte
brates (insects on the bed of the stream). Basic informa
tion should include population sizes, species composi
tion, and species diverSityo-samples should be ana
lyzed for toxic metal content.

Baseline water qualggseline conditions are the water
quality conditions that exist in streams, lakes, and
springs in the absence of the Rio Blancbhainat

ural quality of water fecéd by the chemical composi
tion and chemical and physical weathering of bedrock
and soilAs mentioned earliarareas where rocks are
highly altered and naturally mineralized, such as in the
Rio Blanco area, chemical weathering can produce




water with naturally elevated concentrations of
and naturally low pH, called acid rock drainage.
essential to collect information on baseline wate
to define the range of natural variability in watel
ing the mine site. Collection of baseline informa
vides the ability to separate water quality proble
caused by mining activity from natural processe
Baseline samples should be collected at the siti
fied abovbeforamining activity starts. Control str
in nearby watersheds with no mining activity sh
be monitored throughout and after the mining a
to establish baseline conditions during the minii
tionsAnalytes and sampling frequency should b
same as above.

Erosion control and sediment man -
agement

Construction of roads, pits, leach pads, and prc
facilities involves moving topsoil and subsoil, wl
stockpiled for future use in reclamation. Disturb
stockpiles of sail, tailings piles, and waste rock
the mine are all highly susceptible to erosion ar
potential sources of ruanfl sediment loading to ¢
face waterétYanacocha, they observed that unf
water samples were high in metals and that me
low in filtered water samplesse results showed -
erosion of sediments from the mine transported
metals to surface waters.

Recommended measurements for water :s@hpli
total dissolved solids; (2) turbidity; (3) total met:
total organic carbon; (5) oil and grease. Samplil
quency and location should be the same as for
quality above.

Groundwater

Mine facilities such as waste rock dumps and h
leach pads can reduce the amount of groundws
recharge and degrade water qGaliyndwater dis
charge is often an important contributor to stree
with the relative portion of groundwater contribt
stream flow often changing seastmalyne situa

tions, changes in groundwater quantity and quz
be observed before changes in stream water qt
quantityMonitoring of groundwater quantity anel
ity can be an indicator of possible future conditi
surface waters and springs, as illustratezioyna

mining operationse Wre particularly concerned tt
the open-pit will fill with acidic groundwater that
to be pumped away from the mining operations

Recommendatidhis important to install groundw
monitoring wells and to monitor water levels an
quality within the wells as an indicator of possit
conditions of water quantity and quality down g
from the wells. Monitoring wells for water quant
be numerous enough and spatially distributed s

calculate groundwater velocities and discharge to down-
gradient areas. Groundwater wells should be installed in
down-gradient areas where water quantity or quality may
potentially be changed by mining activities. Only a
subset of wells need to be sampled for water quality
which are more expensive to ingtdl. qMality ana

lytes should be the same as for surface waters.




Annex 3

On the importance of continued
multi-stakeholder dialogue over the
life of a natural resource extraction

project

Pouring money into a fiistdd region, antedhg
high levels of transparemay not be enough to a
conflict; it is certainly not enough to create equi
developmerficredible, ongoing dialogue among
holders can also help.

One reason that dialogues might be useful is th
may encourage local communities texXange
guidelines for dividing up the rents that will flow
region. When such agreements are in place, it «
reduce the chance that one group or another w
ally feel disadvantaged. Once a cycle of violenc
retribution begins, it can be extraordifiatily toif
stop.This makesx antegreements, and working
logues, valuable.

Asecond reason is that local communities care
many other aspects of mineral development be:
rents, including environmental pollution, the los:
degradation of their lands, the absence of jobs,
social and economic consequences of migratiol
regionTypically these concerns are far,eagier
cheaperto address before mineral development
than after it is underway

Adialogue should not end with a comprehensivi
ment, however; it is equally important to have a
ing forum for resolving problems as they arrive.
based development always creates problems tt
communities cannot anticipate, particularly if the
poor and isolated. In the Indonesian statt of W
Papua, for example, Freeport McMoran crafted
agreement with the indigeAousagme peoples - ¢
preliterate culture - thizrefl them schools, clinics
and markets in exchange for miningYagkhtshin
several years, local peoples were engaged in v
confrontations with Freeport: despite placing the
thumbprints on the contract, they were whally u
pared for the consequences of mineral develop
which transformed the landscape and raised thi
population more than one hundrefidi@dible, ong
ing multi-stakeholder dialogue - instead of a "or
for all" pact, in which one side was grievously u
formed - might have given communities a consi
way to address these issues as they arise.

Well-crafted agreements can also become outdated over
the course of a mining project, due to generational
changes among local peoples. Between 1968 and 1988,
Papua New Guinea's Panguna copper mine - operated
by Bougainville Copper Limited [BCL], which was jointly
owned by Riinto and the Papuan government -

brought major disruptions to the lives of the people of
Bougainvill&@he mine was located in a region that was
unusually poor and remote even by Papuan standards:
many locals had had little prior contact with the cash
economylhe mine's social, economic, and environmen
tal impact was pronounced and the company provided
compensation payments to locals for land it leased or
damaged. It also made substaftid$ & contribute to

the Bougainville economy: it instituted training-and schol
arship programs, which by 1980 produced a workforce
that was eighty percent Papuan and thirty percent
Bougainvillean; and it helped establish a wide range of
local business ventures, some of which proved success
ful [Vésley-Smith and Ogan 19%@].development of

the mine also led to the construction of roads, expanded
access to education and health, and a sharp rise in the
cash economBy the late 1980s, B@Gited that the
Panguna operation directly or indirectly provided
incomes to 30,000 of Bougainville's 150,000 people
[Carruthers 1990].

Yet community support - or at least, acquiescence - to
the project ultimately deteriorated as provisions in the
original contract became outdated. When the original
lease was signed in 1967,d8@ted to a compensa

tion package for local landowners; it was later revised
many times in favour of the landowners, the tocal com
munityand the regional government. By the late 1980s,
this arrangement had come under attack by a new gen
eration of Bougainvilleans, who claimed it was unfair for
two reasons. First, only primary landholders received
BCLcompensation, while those who held subsidiary
rights - a common practice under traditional tenure sys
tems - received little or nothiegigywSmith and

Ogan, 1992]. Second, there were now intergenerational
problems: the money for land compensation went to 850
primary landholders and family heads, but their children -
who had come of age during the mining lease - had less
direct access to these funds. Since many of the island's
traditional cultures had strong egalitarian norms, even




small degrees of inequality provoked strong ree

After several years of non-violent disputes over
issues, a small group of frustrated young men f
the Bougainville Revolutiokany in late 1988 and
launched a series of attacks opB@ertyBy May
1989 they had forced the Panguna mine fbhelos
ensuing conflict lasted until 1997 and may have
over 10,000 lives.

Some mining firms have used dialogues to find
tive ways to heafl adnflicts. In the Las Cristinas

in southerneviezuela, Placer Dome has allocate
of its concession to local, artesian miners, and

train them in mining techniques and business n
ment. In the Philippines, WMC has helped indic
communities gaificél recognition from the gove
ment, so they can obtain royalty payments and
tection for their ancestral lands.

SourceThis is a direct quotation from Ross, 20C
background paper prepared foratié Bank'dborld
Development Report 2006
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Team member bio-sketches

| am a Professor of Nature, Society and Developmr
School of Environment and Development at the Ut
ManchesteMy main research interests are rural-de
ment, poverty reduction and the interaction betwee
hoods and environment in Aatérica, with a particul
interest in tendean countries. | have also been pa
ly interested in the roles that civil society organisat
in development and democratisation. | have appro
relationships between rural development, civil soci
poverty reduction while working for terieatdiypes of
organisation: the acadehigk tanks, and ther/Bank
My research interest in mining comes from my {ar¢
cerns for rural development and was sparked by tt
several of my PhD and Master's stddesigsearch is
currently supported by an Economic and Social Re
Council Professorial Fellowship (RES-051-27-019

Michael Connarty

I am a politician who has served as an elected Me
twenty-nine years. For 13 of those years | served
District Council which was responsible for decidin
line and detailed land use planning applications. |
served on the executive of the Convention of Scof
Authorities which was the body which made recor
tions on such matters to the government.

My elected position as a Member of the UK Parlia
since 1992, representing a constituency (Linlithgo
East Falkirk) containing the petro-chemical and ct
industry at Grangemouth has given me continueu:
ence of conflicts arising from potentially damaginc
and adjacent communities. My work as Secretary
British @ghore Oil and Gas Industry (All Party) Grc
Secretary of thd Party Group for the Nuclear Indu:
has hopefully added to my relevant expAsebhair ¢
theAll Party Group for Peru, | was pleased to parti
the Delegation.

Wendy Coxshall

| was invited to participate in this independent com
mining in Peru based on the Rio Blanco project for
ing reasons: | am British, an anthropologist, and he
ducted ethnographic research inABean.anthropologi
my knowledge and skills complemented those of tt
four delegates. My role in this commission was to f
'social conflicts'. My understanding of the Rio Blanc
project is informed both by my experiences during

visit to Peru as a member of this Delegation and also by my
research on political violence and contemporary feconstruc
tion and reconciliation processes in Peru. My own research
and the recent investigations carried out by the Peruvian
Truth and Reconciliation Commission on political violence in
Peru have insights on governance, the promotion of demo
cratic consolidation, and (re)conciliation processes among
actors involved in mining and development in Peru.

Hugh O'Shaughnessy

I am a journalist and have devoted most of my working life
to visiting and writing aboutAmu@rnica and the

Caribbean, principally Wi Financidimes (1960-

1985) andihe Observer (1970-1995). | have also written
for a number of other media incltwénigconomist, BBC
Radio, BB®levision arthe Irisfiimes. | have written
various books including "Batiericans" (BBC Books),
"Grenada: Revolution, InvasioAfegerchath” (Hamish
Hamilton, London and Dodd MeadpNewand

"Pinochet: the Politickoofure" (LatAmerica Bureau,
London and N&f@rk University Press) and have received
awards for my work in Britain and the United States.

Mark Williams

I am a Fellow of the Institudectit andlpine Research

and a Professor of Geography at the University of
Colorado. | am also the Principal Investigator for the Niwot
Ridge Longrm Ecological Research sites, a high altitude
site within of a network of US National Science Foundation
funded sites studying multi-decadal ecological, hydrological
and climatological dynamics. My main research interests
are the processes that determine the hydrochemistry and
biogeochemistry of mountain watersheds, which includes
developing new techniques to determine source waters and
hydrologic pathways and residence time in mountain water
sheds, and applying these insights to acid mine drainage
and remediation situatidogl mine drainage and other
problems related to mining activities are particularly prob
lematic in mountain areas. High-elevation mining sites are
often characterized by thin soils, steep gradients, and frac
ture flow where monitoring wells and Darcy's Law provide
only limited help in understanding how contamination may
flow through hydrologic systems. | have extensive experi
ence working on mine-related activities in mountain catch
ments with the US Environmental PratgetiagThe
commission asked me to contribute my scientific and
applied knowledge to this problem.




Annex 5

People and organisations consulted
during the delegation and in the
course of report preparation

This list does not contain those interviewees wt * \Irginia Montoya, Minera Majaz, Head of social
requested anonymityse interviewed in the cour programme
other research, nor most of the email consultati

» Catherine Nettleton, BAtishassador to Peru
team members used.

« Alicia Obanto, Defensoria del Pueblo

 JavieAroca, Coordinator of Extractive Indut « Julio Oliden Milla, CIPCA, Piura

Programme, Oxfamerica, Peru » Rosario Padillag&MinisteMinistry of Energy

¢ Nicanohlvarado CarascaaYiate for the and Mines

Environment, Jaen « Richard Ralph, Monterrico Metals, CEO and Chair
* KarirApel, Ibis-Peru, Director and research of Board

Piura » Father Bruno Revesz, CIPCA, Piura

» Marcival Rojas, Minera Majaz, Social programme
Manager

* Andrew Bristpiinera Majaz, Operational
ManagelRio Blanco

» Marlene Castillo, Piuda YAgro
« Ricardo Castillo, Radio Cutivall, Piura

e Fernando Romero, Oxfam GB-Peru

» Martin Scurrah, formerly Dir8ctottAmerica
* Luis Chiroque Farfan, Social team for the [ Programme, Oxfamerica

of Chulucanas, Coordinator * Bishop Danirlrley of Chulucanas

* Humberto Correa, Universidad Nacional de

and advisor to the Regional Government * Juan ddivia, Miniséinistry of Energy and

Mines
* Alejandro Diez, Professantiropolog@€atholi

University of Peru * Andres &fgas Luna, Piurad/yAgro and former

Senator of Peru

* Guillermo Dulanto Rishing, Universidad de
Head of the Research Department, and nc
of Economic Development, Regional Gove
of Piura

 \ito \¢rna, Defensoria del Pueblo, Environmental
Programme

Group Meetings

* Jose de Echave, Cooperacion, Director o ]
* Association of Dairy producers of Huancabamba.

* Maria Eugenia Fernan, Defensora del Pue Meeting with approximately 8 dairy producers

Callao, formerly Defensora in Piura ) ) .
* CONACAMI. Meeting with community leaders from

the Majaz area who were delegates at the
CONACAMiInnual Conference. In attendance at

» Santiago Fujimori, Member of Peruvian Ca
and Chair of Congressional Committee on

and Energy the meeting were community members from both
e Oscar Guzman, Minera Majaz, Member of Ayabaca and Huancabamba, including the
Developmeiéam Presidents of the Rondas of Huancabamba and
« Javier Jahncke, Fundacion Ecuménica par Aygbac? (hPascuaI Rcisa!es H]Lcjamau), r;repbresen
Desarrollo y la Paz, FEAYEP tative of théoung Epo ogists of Huancabamba
) _ _ and a representative flambogrande from
* Jose Luis Lopez Follegatti, LambiChair of Factoffierra (although she was asked by others to
Grupo de Dialogo Minero leave the meeting).

* Beatriz Merino, Defensora del Pueblo
e Cencecio Jiménez Pefia (Presidémitayf

« Carlos Monge, Propuesta Ciudadana - Rosa Sebastian Laimehe (fabaca)




-Audilio Garcia (Huancabamba)
- Celid&lberca (Head of Female Rondas in
Huancabamba)

« El Carmen de la Frontera Community Men
Approx 40 people attended this meeting, il
representatives of CEPICAFE, a local org:
of organic dek& producers
- Participating caserios: Cerro Negro, Pan
AzucarCorazon Jesus, Habas Pita, Huach
Carmen and Morochuco

* El Frente de Desarrollo Sostenible del Nor
Northern Front for Sustainable Developme
- Carlos Martinez Solano, President and M
San Ignacio
- Mayor dfyabaca
- Captain of the National Police of San Igni
- Wison Ibafiez, Presidente of the 'Frente’ ¢
Huancabamba
- Mayor of Huancabamba
- Young ecologists of Huancabamba
- Augusto Regalado Campana, Lawyer sup
Segunda y Cajas afatita communities
- Presidente of the Frenfarmbogrande
- Representative fromTiopico Seco Ecologi
Association
- VIMA Father Francisco Miguiro and Nicat
Alvarado Carrasco

* El Grupo de Dialogo Minero (National Dis
group on mining)
- ChajrJose Luis Lopez Follegatti
- Doris Balvin, Canadian Lutheydd Relief
- Dante &fa, Representative of the 'Grupo I
a consortium of mining companies with in\
ments in Cajarmarca region
- Member of La Oroya Health Committee
- Marival Montoya
- Ada Barrenechea Martel, Barrenechea an
Rosembemyssociates
- Raul Rojaské, Peruvian College of Engin
- others

* Huancabamba Parish's team for Justice ar
- Father Esteban, Parish Priest
- Approximately 15 team members, includir
auxiliary priest

* Locahuthorities, including:
- Councillor of Huancabamba
- Councillor of Chulucanas
- Mayors of several towns

* The Majaz Support Grédupeeting of approxi
mately 15 persons with representatives frc
- Red Muqui
- CONACAMI
-APRODEH
- Oxfam GB
- 11.11.1 Belgium
- PiurdAgro y Ma
- Mcaria del Meddonbiente de Jaen (VIMA)

- Defense Front of Huancabamba
- Community nta, President

- FEDERZ, Javier Janke

- Cooperaccion

- CNDDHH

* Monterrico Metals Social Develofrasm
meeting with members of the team, including some
noted above.

* Namballe community members

e Pan dézucar community memigrsrox 30
community members attended this meeting, includ
ing the President of the Segunda y Cajas
Community

e Segunda y Cajas Community meAjijensx.
200 community members attended this meeting
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