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As the global economy continues to contract due to the
COVID-19 pandemic, the outlook for metals prices are
gloomy, and consumer spending is slowing.

Moody’s Investors Service says

that the pandemic is “hurting base
metals demand”, and although slight
recoveries were seen as Chinese
demand improved in recent months,
“further substantial increases are
unlikely with inventories up and
production curtailments insufficient
to overcome lost demand™'. As

a result, companies within the
mining industry and beyond are
implementing cost cutting measures

in magnitudes never seen before in
order to survive. At the same time,
the socio-economic status of billions
of people is in jeopardy. The tension
between rising needs and dwindling
means is not easy to manage, but,
as is shown here, social investments
and other Environmental, Social and
Governance (ESG) pursuits during
this challenging time can lead to
higher than usual returns in the
long run.
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Four key trends characterise the changing strategic imperatives in the global mining
industry over the last 12 years. Where expansionary strategies were the order of the day
during the commodities boom of 2009-2011, priorities quickly shifted to cost optimisation
efforts as global oversupply dampened metals prices. Now, the increased focus on new
technologies and the promise of digital over the past five years is being eclipsed by the
almost ubiquitous drive to increase stakeholder value and to leave a positive legacy
beyond the life of mine. This is driven, in part, by the tough questions from institutional
investors on how mining companies demonstrate a measurable impact on the well-being
of host communities and other stakeholders. Mining companies across the globe have
shown in recent years that you can play and win in the current context by ensuring the
benefits of mining are shared broadly.
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The economic impact of both the pandemic itself and the regulatory response to it has
been severe. The World Bank expects the global economy to contract by 5.2% in 2020
“with per capita income contracting in the largest fraction of countries globally since 1870".
Thousands of companies around the globe are conducting retrenchments and deploying
drastic cash-preservation measures to weather the effects of economic collapse in coming
months. It would make sense - and is justifiable to a certain extent - for mining companies
to roll back ESG budgets.

There is, however, a growing sense that the social return on investment (SROI) for miners
during this time can be more significant than ever. Is the COVID-19 pandemic the litmus
test for mining organisations to fully embrace the Value Beyond Compliance® approach?
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Doing good when it’s hard to do makes the company’s values and intentions more
believable to stakeholders.

Practitioners in the field of stakeholder management often contend that perception

is more important than reality. Companies are known to use sophisticated tools and
methods to monitor the impact of their investments on a range of objective socio-
economic indicators, but often neglect to study the change in perception that has occurred
due to social interventions.

Playing a positive role in the wellbeing of host communities at a time when others are
retreating can go a long way in making the mine's social strategy real for stakeholders.
According to research published by the Harvard Business Review, “people only truly
believe that [a] company has a purpose and clear values when they see management making

a decision that sacrifices short-term profitability for the sake of adhering to those values.” The
dire consequences of the pandemic presents a rare opportunity for mining companies to
achieve a shift in perception that has not previously been possible.
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Deloitte’'s VBC analytics tool provides
transparency over ESG data relating to

~

This is one mechanism available to track
changes in stakeholder perception during
the COVID-19 pandemic and re-prioritise
investment to those areas in greatest need.

socio economic challenges, initiative
tracking to address these and sentiment
analysis on how mining companies and their
projects are perceived by stakeholders.
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These capabilities

are made possible

by Deloitte’s digital
accelerators, including
Nuance, a text analytics
accelerator tool that
quickly processes large
amounts of text such as
news articles, social media
posts, service feedback,
meeting minutes and
transcripts, while
accurately interpreting
its meaning; and DNAJ,
an automated machine
learning tool used for
predictive modelling.
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Building trust with key stakeholders

and host communities does not have

to be costly. Trust can be built through
transparency, empathy, reliability and
credibility. Even though it is to a large
extent immeasurable and intangible, it is
one of the most important ingredients in
shaping mining policy and reducing the
cost of conflict with mining communities
in the long term. But the value of trust-
building goes beyond relations with host
communities. The actions of miners in
these trying times can play a significant
role in building trust with institutional
investors. According to Dr. Leeora Black,
Global Mining & Metals Value Beyond
Compliance Co-Leader, Deloitte Australia,
“many investors are making it clear that they
will not advance funds unless companies can
demonstrate a meaningful and measurable
commitment to the principles so much

of society holds dear.” To build investor
trust, miners need to embed social
considerations into their strategic
decision-making process, and there is no
better opportunity to show commitment to
ESG-related goals than during this crisis.
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What makes mining companies’
relationship with their stakeholders unique
is proximity.

Where technology companies, banks and
telecoms do not feel the closeness of the
communities that they do business with,
mining operations are surrounded by
the thousands of people relying on their
support. In some operating contexts,
unrest and stoppages by community
groups are rife, and is to some extent
borne out of the increased desperation
over limited opportunities in historically
underserviced communities.

Miners operating in these environments
can attest that the cost of conflict is high.
Rolling back support now can increase the
desperation, and, in turn, increase the cost
of dealing with conflict in the long term.

Make an investment
in the mine’s long-
term operational
stability and its
legacy beyond

the life of mine by
increasing, rather
than shrinking,
positive impact

on stakeholders.

Studies on consumer sentiment in the time
of the COVID-19 pandemic have revealed
that shoppers around the world care more
about sustainability than ever before®.
This, coupled with the decrease in overall
spending due to economic contraction,
suggests that producers and brands that
can continue or improve their social and
environmental track record during this
time of uncertainty are better positioned to
compete in a changing global market. Even
though cutting back on social spending
could be defensible - understandable,
even, given the circumstances - there is

a strong argument to be made to escalate
efforts at this time.

Revise
your social
strategy
to suit the
current
context.

&

Engage with
stakeholders
continuously
to ensure
their needs
are being
met and that
thereis an
awareness of
your efforts.

Itis in this challenging environment that
mining companies can play an even larger
role in uplifting communities and take on
new ways of delivering value beyond simply
complying. It is now more important than
ever to play the long game.
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