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A Fund aligned with global challenges and aspirations.
The Utu Social Impact Investment
Fund aims to work within an identified need for long-term sustainable
investments in community development and aligned with increased
demand for minerals and space for
the renewable energy revolution.
Utilizing the latest participatory
technologies and methodologies
for the successful negotiations and
implementation of Impact Benefit
Agreements (IBAs) between companies and impacted communities, the
Fund is able to unlock private investments in community development at
scale while also ensuring that ESG
standards are met, cleaning supply
chains of critical natural resources.
This publication is part of a series of
studies carried out by the UTU Fund.

Green energy comes from underneath the Earth

For centuries, the mining
industry has been linked
to human rights abuses
and the obliteration of
ecosystems. So far, the
energy transition is relying
on the same systems that
created and supported
this destructive past.”
Ian Morse
Green Rocks
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In order to achieve globally agreed commitments to a transition agenda
for a low carbon economy, renewable energy sources will be more intensive in mineral extraction than the current fossil fuel based. However,
companies and industries are not mature enough with their human rights
and social responsibility practices to guarantee a fair transition1. Significant challenges will arise if this transition, driven by climate democracy,
is not managed in a responsible and sustainable manner.
It is estimated that more than 3 billion tons of minerals and metals
will need to be extracted to implement solar, wind and geothermal
energy2. This represents, in market value, a global investment of 21Bi
USD until 20253 (2019 data is 6.8Bi USD). There is an average need
of 23 critical minerals for the energy transition, mainly concentrated
in Latin America, sub-Saharan Africa and southwest Asia4. The main
metals directly related to climate technologies and human rights are:
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Centro de Información sobre Empresas y Derechos Humanos
Banco Mundial website
Smart Mining previsão baseada em um CAGR de 19,7 durante 2019-2025. Statistica.com acessado
em 02/03/2021
Green Conflict Minerals: The fuels of conflict in the transition to a low-carbon economy
4

Green energy comes from underneath the Earth

WB estimates a 1000%
increase for minerals used in
energy storage

Wind and solar energy together should represent
about 50% of our global energy matrix by 20501
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Russia
Mexico2
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Cu

Copper

The WB estimates that the world
will need around 550 million
tonnes of copper in the next
25 years to meet global demand
- almost the same amount
produced in the last 5,000 years.
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Australia
China
Guiné
Brazil
India3
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Bauxite (Aluminum)
Solar panels are made of
88% aluminum, reflecting
the growing demand for
photovoltaic energy.
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Indonesia
Russia
Australia
Brazil
Cuba4
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Nickel
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Key countries
for extraction

Li

*

Bolivia (25%)
Chile
RDC
Australia5

*

RDC (60%)
Australia
Cuba6

Lithium

The WB estimates an increase
in global demand of 965% by
2050.
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Co

Cobalt

Global demand for cobalt is
expected to grow 585% by
2050 and more than 1000% in a
2-degree climate scenario.
* Essential for electric vehicles
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Bloomberg New Energy Finance
https://investingnews.com/ - 02/03/2021
www.nsenergybusiness.com - 02/03/2021
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https://investingnews.com/ - 02/03/2021
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In Brazil, specifically, the investment projection for the mineral extraction
sector until 2025 is 38Bi US $, according to IBRAM5. Note that 31.1%
of this amount is towards the extraction of minerals for the renewable
energy transition (such as Nickel, Copper and Bauxite), totaling an investment of 11Bi US$.
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Figure 1. MINERAL SECTOR 2020 - Brazilian Mining Institute, 2021.

Mining has an influence on over 50 million km2 of Earth’s surface, with
8% overlapped with protected areas, 7% with the main biodiversity areas
and 16% with the remaining wild sites. Most mining areas (82%) target
materials needed for renewable energy production. The trend for these
minerals is growing considerable, since renewable energies currently
account for only 17% of global energy consumption6. Without adequate
planning and innovation in the sector, the risk for biodiversity, human
rights and meeting Paris Agreement’s goals to reduce global carbon emissions will be increasingly distant.
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Figure 1: SETOR MINERAL 2020 - Instituto Brasileiro de Mineração, 2021.
www.nature.com - acessado em 02/03/2021
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Companies’ footprint
The demand for these minerals is rising as companies take on a commercial race to produce technologies needed for the “green transition”, such
as electric cars, solar panels and wind turbines. The efforts the private
sector is having towards internal and external ESG (Environmental, Social
and Governance) practices have been considerable, however most of
them are not yet ready7 to meet regulatory demands and transparency
forecasts. Due diligence systems and sectoral or local conflicts of interest, do not give rise to communities’ autonomy processes within areas
directly impacted by extractive ventures. The modern corporate responsibility movement is built on a logic that does not promise to eliminate
all negative industrial impacts. Instead, it pledges to “manage them” and
then balance any damage with compensatory “benefits”. In the case of
Brazil, taxes such as CFEM (Financial Compensation for the Exploration
of Mineral Resources), also known as royalties, amounted to 1.2Bi USD
in 2020, an increase of 100% compared to 20188.
Company conflicts and allegations can include murders, threats and intimidation; land grabbing; dangerous working conditions and damage to
the lives and livelihoods of indigenous and traditional peoples. Community consultation and consent is vital to ensuring that renewable energy
projects that facilitate the urgent energy transition meet minimum social
standards, yet only one in eight human rights abuses are recorded in
transition minerals operations. The lack of consent adversely affects Indigenous communities who are on the front lines of both the climate crisis
as well as the encroachment on their land by extractive and renewable
energy companies.9
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MSCI SFDR Draft Principle Adverse Impacts Indicators: Company-Level Data Availability
SETOR MINERAL 2020 - Instituto Brasileiro de Mineração, 2021.
Transition Minerals Tracke_GLOBAL ANALYSIS OF HUMAN RIGHTS POLICIES & PRACTICES.
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Figure 2. Allegation Hotspot10

A survey done by the Business & Human Rights Resource Center, which,
since 2010, analyzed more than 276 human rights’ attacks related to
renewable energy projects and asked 127 companies about these allegations. Latin America represents 61% of these global claims. An average of ¼ of the allegations correspond to Governance and Transparency
processes.
The direct impact on communities is global. An article published by The
Guardian shows the impact of white oil (lithium) on local people in the
north of Portugal and other regions across the European continent since,
for the most part, this mineral is imported from Australia, China and
Argentina. The challenge between encouraging the transition to electric and renewable energy sources in European policy is to adjust sourcing within the global supply in a socio-sustainable way and achieve its
emission reducing’ goals by 55% - while dealing with internal territorial
impacts, still ‘virgin’ of exploitation. When done responsibly, mining (and
other extractive activities) can result in improved employability, income
and trade involving all links related to ESG.
10

Transition Mineral Tracker website
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In the case of Latin America, immersed in a context of latent socio-economic inequality, the tensions between companies and communities
become even more urgent. The high number of citations to companies
for human rights violations and the alarming level of emerging conflicts
are reflections of the lack of available public policies among impacted
territories and communities. These same policies, when well implemented by the Government, tend to relieve companies from local conflicting
relationships.

Fragile States
Index 2018:
Ranking
(1 most fragile,
178 least fragile)
> 156 – 178
> 133 – 156
> 111 – 133
> 89 – 111
> 66 – 89
> 41 – 66
> 16 – 41
> 0 – 16

Figure 3. The Green Conflict Minerals report’ conflict mapping demonstrates the global effect that mineral
reserves for green energy technologies are connected to countries’ measures of fragility and corruption,
illustrating potential emerging conflicts.
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Communities and ecosystems are
an integral part of the equation
Governments have been heavily investing so that their public agendas
meet the goals set in low or zero carbon international agreements, including subsidies and stipulating criteria for the promotion of renewable
energy and electric cars - it is estimated that 40% of the total energy
generation in 2040 is of renewable source11. For this demand to be real,
the responsible value chain becomes essential with impacted, engaged
and involved communities in the process.
Ensuring that mining contributes to sustainable development will depend
on the presence of strong laws, mechanisms and policies for the sector.
Currently, we still see that more than 40% of internal conflicts are the
result of the natural resources’ exploitation12. Note that there is no evidence that these consequences are direct causes, but variables such as
technological innovations, cultural diversity, colonial legacy, trade, income
distribution, government quality and population arrangement. The complex relationships between governments, companies and communities
can, in their entirety, be part of an unequal distribution system of the
benefits generated by the exploitation of a given resource resulting from
an imbalance of political power and economic wealth.
Without stable agreements on natural resources’s access and management,
the disputes and competition can turn into violent conflicts. Regardless of
the level of conflict in a given region, with the right set of tools any imbalance or disagreement between stakeholders can be transformed into dialogue and negotiation. A holistic view of socio-environmental mechanisms
is necessary for the realization of constructive changes. Issues such as
marginalization, history, trust, ethnicity, communication, gender, conflict in
neighboring areas, quality of governance, economic issues, religion, etc.13,
go beyond just a check on the table and jobs with no prospects.
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Green Conflict Minerals: The fuels of conflict in the transition to a low-carbon economy. Pg 1
Green Conflict Minerals: The fuels of conflict in the transition to a low-carbon economy. Pg 1
Figura 3. Violent natural resource conflicts. From definitions to prevention. Marie K. Schellens
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Role in conflict / Type of natural resource

Figure 4. illustrates, in short,
that the active participation
of impacted communities
within the development of
the renewable industry may
not be the main cause of the
beginning of the conflict,
since the focus is on land
use. However, it is fundamentally the main issue of maintaining disagreements at the
same time that it shows itself
as an instrument of cooperation, when well applied in processes and negotiation.
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The price to pay
The lack of representative voices from local communities can lead to a
high conflict potential with risks of interrupting operations, damaging a
company’s social license and its reputation. As, in most cases, significant
involvement with communities does not always occur before the operations starts, these costs have spread over the years, becoming a strategic
challenge for companies - both at the ESG and operational levels.
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Conflict intensity

In a scenario where the sector is well governed, the results from mining
activities can bring better revenues to the state and to impacted communities in taxes and royalties, better infrastructure, more jobs and increased spending on local businesses, health and education. Not all strategic mineral reserves are found in countries that apply international best
practices for the management of the mining sector. The bill then goes
beyond the costs of conflict to impact operational costs, which are repeated cyclically, as they are immersed in conflicts of interest The costs of
mitigation and environmental recovery (also part of the conflicting interest) place the company in a long-term financial obligation, where, even
so, there is no visibility to getting agreement with impacted communities
damaging any positive performance in a sustainable development bias.
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Figure 5.14 In a scenario where most companies are immersed in the current mining system, they end up
remaining within the conflict zone (in red) due to the non-inclusion of community voices (for its most part)
within benefit sharing agreements in a balanced manner. In this way, they also end up suppressing opportunities (in blue) that natural resources can bring within the conflict cycle.
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Figure 5. Violent natural resource conflicts. Marie K. Schellens pg. 31
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For a company to get out of this “conflictual cycle” it is important to
distinguish the costs of social investment or community development
programs from specific measures designed to prevent and mitigate the
risks of company-community conflict. The most frequent mitigation costs
were those resulting from lost productivity due to temporary stoppages
or delays. For example, a large world-class mining project with capital
expenditures of between 3-5 billion USD will suffer costs of approximately
20 USD million per week from delayed production in terms of net present
value (NPV), largely due to loss of sales.15
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COSTS OF COMPANY-COMMUNITY CONFLICT IN THE EXTRACTIVE SECTOR, Rachel Davis and
Daniel Franks.
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