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Winning the Social License to Operate 

Resource Extraction with Free, Prior, and 
Informed Community Consent

Around the world, communities are demonstrating a new assertiveness 
when it comes to rejecting resource extraction projects. This is 
particularly true of Indigenous communities. Companies seeking to 
secure access to resources must first secure their free, prior, and  
informed consent.  
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Brief At a Glance
In recent years, resource extraction companies have seen development projects 
evaporate as communities have found the capacity and the will to oppose and 
shut down operations. 

Mining and energy companies have lost billions of invested dollars, had their 
reputations dragged through the mud, and watched in horror as share prices 
tumbled. 

To secure project access and ensure that invested assets eventually see a return, 
leading companies recognize the need for community consultation and the 
delivery of tangible benefits to impacted communities. 

At the cutting edge, companies are acknowledging the need for securing the 
free, prior, and informed consent (FPIC) of affected communities. Supported 
by recent developments in law and in industry guidelines, FPIC is emerging 
as the standard for Indigenous communities—and a guideline companies 
should progress toward for all communities impacted by minerals and energy 
development.

We’ve presented some recommendations on how to implement FPIC in this 
Sustainability Perspectives issue.



Extractive companies stopped in their tracks
In 2004, Royal Dutch Shell decided not to proceed with the Camisea Oil Project in Peru after experiencing community opposition. 
Over $250 million had been invested.

Facing community opposition to its Tambogrande Mine, Manhattan Minerals sold its Peruvian assets in 2005.

In 2006, Meridian Gold is forced to write down the value of its Esquel Gold Project in Argentina, after failing to secure 
community support. The net loss on the year attributed to the project came to US$346.4 million. 

In April 2007, Alcan announced its intention to sell its 45% interest in India’s Utkal Alumina International Limited, citing an 
inability to influence key decisions. The Indian joint venture partner, Hindalco, has faced more than a decade of violent opposition 
to its proposed bauxite mine and alumina smelter in the Indian state of Orissa. 

A uranium mining project proposed by UR Energy in the Northwest Territories was turned down after a recommendation by the 
Mackenzie Valley Environmental Impact Review Board in May of 2007. The decision cited the unique cultural and ecological 
significance of the project area to the Dene First Nations and the lack of a regional land use plan as major concerns.

In September 2007, a Federal-Provincial Joint Review Panel determined that the proposed Kemess copper-gold mine in Northern 
British Columbia was not in the public interest due to the risk of significant adverse environmental, social, and cultural effects. The 
Panel acknowledged that the First Nations of the region would experience many adverse impacts and receive limited benefit.

The wrong kind of attention
You run a large gold mining company with mines and exploration projects in developed countries and emerging markets. 
The company has been a mainstay on the Toronto Stock Exchange for years, its name recognized by Canadians from coast to 
coast. At a mine in Central America, people are saying that your company has failed to deliver jobs and benefits to directly 
impacted communities. Further, you are facing allegations that the mine’s tailings pond is leaching heavy metals into a major 
river used downstream for drinking water and irrigation. There is a protest outside the company’s gates, police are called in, 
and a protestor is shot. Your company’s name flashes across the wire service. The media begins to call, asking for a response 
and an on-camera interview. 
 
Your mining company has a single project: a proposed zinc mine located in Nunavut. The project is under environmental 
review. Your company has invested years in identifying an economic ore body, has worked closely with the government 
authorities in preparing technical documents designed to meet the requirements of the environmental assessment process, 
and you personally have presented at public hearings. The project is rejected by the environmental assessment panel due to 
its failure to address the spiritual and cultural concerns of Inuit communities. Your stock plummets. 
 
You are proposing a mine in a South Asian country. The project is located in a region in which communities are 
deeply divided on its desirability. There have been violent protests. Shareholders file a proposal asking you to establish an 
independent advisory committee to make recommendations on reducing and mitigating the social and environmental 
impacts of the mine on local communities. You oppose the proposal in the management proxy circular. The proposal wins 
37% of the shareholder vote. Your board convenes a special meeting. . .

 
Sound familiar? It should. In recent years, mining projects and oil and gas developments around the world have experienced deep opposition 
from local communities as well as local, national, and international non-governmental organizations. Companies and their projects are 
attracting the wrong kind of attention from the media and investors. In several cases, companies have been forced to sever exploration 
and abandon significant investments of time and resources. Capital markets have taken note, as share price declines have often followed 
announcements of truncated operations. 
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Scenario 1

Scenario 2

Scenario 3
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What’s going on?
Resource extraction companies have become increasingly familiar with the benefits of engaging 
communities prior to and during project construction. Informal consultations between individual project 
managers and the heads of local communities have been replaced by procedures for systematically 
consulting communities. The stereotypical hard-driving mine manager operating without guidance or 
standards has been replaced by board-endorsed corporate policies, codified stakeholder consultation 
procedures, effective training, and the hiring of experienced consultation specialists.  
 
Furthermore, recognizing the legacy of the past, leading companies have been able to put together 
impact and benefit agreements (IBAs) in concert with communities. Though in many cases these IBAs 
are less than two decades old, the results to date look promising. IBAs generally provide for employment, 
economic development, business opportunities, environmental protection, and in some cases, equity 
positions for impacted communities.  
 
The field of stakeholder consultation even has its own standard: the AA1000 Stakeholder Engagement 
Standard is a principles-based framework for designing, implementing, assessing, communicating, and 
assuring the quality of the stakeholder engagement process.  
 
These practices represent a positive evolution in both mining and oil and gas development. But, in many 
cases, they aren’t enough. 

 
The risks of community opposition

The World Resources Institute identifies the following set of risks for companies facing community  
opposition to resource extraction projects:

Financing Risk. Securing financing for projects that face significant community opposition can be more difficult and time consuming. 
 
Construction Risk. Blockades, work stoppages, and lawsuits can cause lengthy delays in design, siting, permitting, and construction and can 
significantly raise the costs of construction.  
 
Operational Risk. Community opposition can increase the possibility of a project not meeting sufficient production levels or sell the product 
at a sufficient price to justify the investment. 
 
Reputation Risk. Opposition can have direct and potentially long-lasting impacts on a company’s reputation and those financing the project. 
 
Corporate Risk. Sustained community opposition can result in negative impacts on the balance sheet, including reduced profitability and asset 
values. If a single project represents a significant portion of a company’s portfolio, a decline in the company’s stock valuation may also result. 
 
Host Government Risk. Communities often hold the project sponsor responsible when the host government lacks capacity or political will 
to address concerns. Advocacy efforts aimed at the host government could lead to enforcement actions, civil or criminal penalties, tougher 
regulatory requirements, and/or withholding or withdrawing permits and licenses. 
 
Host Country Political Risk. The business environment for a company or industry may deteriorate if similar grievances in a country or region 
accumulate, with the host country being less accommodating to private industry. 

The AA1000 
Stakeholder 
Engagement  
Standard

Released by the UK-based 
consultancy AccountAbility in 
2005 and complete with its 
own acronym (AA1000 SES), the 
Standard advances the right of 
stakeholders to be heard. It also 
offers a robust basis for designing, 
implementing, evaluating, and 
assuring the quality of stakeholder 
engagement. The Standard is still 
in a consultation phase, but this 
hasn’t stopped some companies 
from adopting the system on a 
pilot project basis.



From protest to … more protest?
Under the normal course of events, the development of a generally accepted standard and widespread adoption of issue-specific 
management systems would yield positive results.  
 
In too many cases, this isn’t happening. Three drivers are interrupting the transition from the informal, ad hoc, and idiosyncratic community 
engagement efforts of the past to more orderly, systems-based management procedures that can lead to more secure and predictable 
development pathways. 
 
The first is the defining legacy of the past: in too many cases resource extraction has failed to deliver benefits to impacted communities. 
While this is particularly true in emerging markets, there are also unfortunate examples in Canada and other developed economies. While 
not all the blame can be directed at the private sector, in too many cases, resource extraction companies have failed—and continue to fail—to 
deliver on the promise of development. 
 
The second driver is the rise of the non-governmental organization (NGO). It is estimated that there are more than 40,000 NGOs operating 
internationally, and those working on a domestic level can be up to 100 times that number, per country. NGOs with technical expertise and 
strong community relations have played positive roles in helping shape development projects. Increasingly, however, NGOs are drawing a line 
in the sand, opposing resource projects under all circumstances. 
 
But a third driver has now emerged and is deeply impacting international law, policy debates, and projects on the ground. This is a new 
standard for community consultation, one that is not typically found in the engagement procedures of resource companies. It’s called free, 
prior, and informed consent (FPIC). 
 
But where does the FPIC standard come from? 
 

From consultation to consent
Free, prior, and informed consent is defined as the right of communities to be informed about 
exploration, development, and closure activities on a full and timely basis, and to approve operations 
prior to their commencement. This includes participation in setting the terms and conditions 
addressing the economic, social, and environmental impacts of all phases. 
 
At the core of the FPIC standard is the acknowledgement that under certain circumstances, 
companies must accept that projects will not proceed. For most companies, this is a difficult to  
pill to swallow. 
 

An emerging consensus;  
an emerging standard 
In many ways, Canada has been at the forefront of this evolution. Over the past 10 years, a series 
of court decisions has fundamentally altered the relationship between resource companies and 
Indigenous Peoples’ communities. Courts have consistently ruled that governments must consult 
with and accommodate the needs of Indigenous communities prior to development when a decision 
affects the exercise of aboriginal title. These court decisions have led to a new assertiveness among 
many First Nations and Inuit communities: in recent cases, development projects facing Indigenous 
community opposition have been stopped in their tracks.  
 
International declarations, such as the International Labour Organization’s Indigenous and Tribal 
Peoples Convention 169 and the United Nations Declaration on the Rights of Indigenous Peoples, 
provide further impetus. As these conventions were debated and now adopted, the FPIC standard 
as best practice for development popped up in number of initiatives that have private sector 
participation—if not support. These include the Forest Stewardship Council, the World Commission 
on Dams, Mining, Minerals, and Sustainable Development Project, and the World Bank’s Extractive 
Industries Review.

Sustainability Perspectives – Briefing Notes for the C-Suite       Page 4

Defining FPIC

Consent must be freely 
given and not coerced, and 
it must be obtained prior to 
significant project decisions. 
Communities must be fully 
informed, with access to 
accurate and comprehensive 
project-related economic, 
social, and environmental 
information. Companies must 
also provide communities 
with time and access to 
the technical expertise 
necessary to acquire a 
complete understanding of 
project impacts and benefits. 
Companies must acknowledge 
that communities have 
the right to withhold their 
consent. 



An emerging consensus

Adopted by the UN General Assembly in September 2007, the Declaration on the Rights of Indigenous Peoples recognizes the obligation of 
states to consult with Indigenous Peoples and “to obtain their free, prior, and informed consent before adopting and implementing legislative 
or administrative measures that may affect them.” Although the Declaration does not have the force of law, it does express a strong 
international consensus, which is reflected in standards and guidelines produced through industry sponsorship—and is being extended to 
non-indigenous peoples. The Mining, Minerals, and Sustainable Development Project, for example, adopted FPIC and states “decision-making 
processes must be open to the decision not to mine in circumstances where cultural, environmental, or other factors override access to 
minerals….”

 

Takeaways and action items 
If FPIC has not yet fully arrived, it’s clearly on the horizon. Progressive companies must begin to review 
this standard and consider its adoption. Here are a few things to bear in mind. 
 
1. Adopting FPIC can minimize reputational, operational, and fiduciary risks.  
 
2. Companies can achieve the FPIC standard through consultation. But consultation, on its own,  
 does not constitute FPIC. Consultation is not equivalent to consent. The possibility that projects  
 can be rejected must be acknowledged. 
 
3. Companies should embed the FPIC standard within a broader set of stakeholder or community  
 engagement policies and procedures. Consider making use of the AA1000SES and seeking actual  
 certification. A few companies are looking to the Millennium Development Goals (MDGs) to align  
 their projects with community needs and aspirations. The eight MDGs form a blueprint for  
 poverty relief, health, and education agreed to by leading development institutions. In many places,  
 resource companies have that status and can play a key role. 
 
4 The stakeholder mapping process is key. Companies need to be able to differentiate legitimate voices  
 and concerns from those who seek pecuniary gain in the absence of actual loss or those who are  
 making use of a controversy to fuel a personal agenda. Not easy. 
 
5. While companies should set FPIC as an ideal standard, only Indigenous communities have the  
 right to a project veto. Other stakeholders, such as NGOs, do not have this power. This distinction is 
 based upon the emergence of national and international jurisprudence grounded in the concept  
 that native communities have land title—non-native communities and other stakeholders do not. 
 In addition, in many cases, non-native communities do not have the historic, spiritual, and  
 cultural ties to land. This is particularly true for more transient communities often brought to  
 development sites for the purposes of exploiting resources.  
 
6. Companies must work with established leadership structures and make sure that decisions  
 don’t deepen pre-existing community divisions. Stakeholder engagement management systems  
 and personnel at the project site must be responsive to local culture, decision-making traditions,  
 and project circumstances. One caveat: in many traditional societies not all people have an 
 equal voice. Companies should make special efforts to understand how projects impact 
 marginalized groups. 
 
7. Community consent must be acquired at the earliest stages—ideally prior to exploration—and  
 maintained throughout the lifecycle of the project. Free, prior, and engaged consent may more fully  
 capture the spirit of the FPIC standard. Structures need to be in place to assign responsibility  
 and roles to ensure that a project maintains consent. All stakeholders need to be accountable for  
 the process, and any triggers that change the status of the community’s orientation toward the  
 project must be agreed to at project initiation.
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Millennium  
Development 
Goals

The Millennium Development Goals 
were adopted by the UN General 
Assembly in 2000. They are as 
follows:

Eradicate extreme poverty and 
hunger.

Achieve universal primary education.

Promote gender equality and 
empower women.

Reduce child mortality.

Improve maternal health.

Combat HIV/AIDS and other diseases.

Ensure environmental sustainability.

Develop a global partnership for 
development.



8. Not all NGOs are created equal—but many are adept at using the media. Before bringing NGOs inside the process you should evaluate  
 their governance, funding sources, legitimacy, capacity, and willingness to work with private sector actors.

 Consent for Whom?

9. Ideally, governments should have in place an effective and transparent land-use planning process and assume responsibility to obtain  
 the consent of impacted communities. Companies should consider lobbying government to put an ecosystem based land-use planning  
 process in place—one that respects lands, rights, and ways of life of Indigenous Peoples. Some companies are joining multi-stakeholder  
 initiatives to do just that with Canada’s massive boreal forests. 

 Lobbying for land use planning: The Boreal Leadership Council

 Canada’s boreal region contains one-quarter of the world’s remaining original forests. One of the largest intact forest ecosystems left on  
 Earth, Canada’s boreal is home to a rich array of wildlife including migratory songbirds, waterfowl, bears, wolves, and the world’s largest  
 caribou herds. Development pressures are immense, and land-use planning that recognizes environmental and social factors is the  
 exception not the norm.  
 
 The Boreal Leadership Council (BLC), first convened in December 2003, is comprised of leading resource companies, financial institutions,  
 conservation groups, and First Nations, all of which have an interest and a stake in the future of Canada’s boreal forest. The BLC calls for  
 the establishment of a network of large interconnected protected areas covering about half of the country’s boreal forest and the use of  
 leading-edge sustainable development practices in remaining areas.

 
10. Court decisions in Canada indicate that the government may delegate the procedural aspects of the consultation process to companies.  
 Don’t wait around for this to fall on your shoulders. Develop the systems today and be ready for the opportunity to engage with   
 communities directly. For historical reasons, some First Nations and Inuit communities in Canada prefer negotiating with the private  
 rather than public sector.
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Low
Influence

High
Influence

Consent
Required

Consulation
Preferred

Non-Indigenous
Communities

Can have strong influence, especially in media.
Consent not required.
Consultation prior to or during project development.

Indigenous
Communities

Consent not legally required, but preferred.
Influence can be significant.
Consultation should occur prior to project development.

Consent required. Influence can vary.
Must be involved prior to project 
development.

NGOs

Transient
Community

Less influence.
Consultation, not consent.
Can be approached simultaneously with development.
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Project  
Concept Stage

Identify relevant NGOs and 
others with an interest but 
not directly affected.

Initial perceptions should 
be gathered and assessed.

Initial perceptions should be 
gathered and assessed.

Establish formal relationship to 
obtain consent to access land.

Communities of Interest Settler Communities Permanent Non-Indigenous Indigenous Communities

Consent throughout the project lifecycle:  
Free, Prior, and Engaged
We propose the following engagement strategies at various project stages for different types of communities.

Likely only involved via 
standard consultation 
practices such as open 
houses, newsletters, etc.

Limited interaction. 
Complaint mechanism 
available.

Mobile population likely 
to leave impacted zones 
upon shut-down.

Proactive engagement 
strategy with NGOs that are 
interested. Dedicated forums 
are preferable to obtain 
priority areas of concern.

Ongoing engagement 
required. Large-scale projects 
might involve NGOs in 
monitoring and maintenance.

NGOs with expertise will be 
of value for decommissioning 
monitoring and maintenance.

Prioritize issues of concern 
through various communication 
channels. Consent may be 
demonstrated through polling 
data, formal agreements or letters 
of support.

Periodic polling can offer insight 
into levels of satisfaction as 
project progresses. Complaint 
mechanism available.

Maintenance of relations 
required.

Ensure traditional knowledge 
is incorporated to identify 
potential impacts. Consent 
should be formalized into 
agreements to ensure benefits 
are realized and parties are 
accountable.

Consent maintained by living 
up to formal agreements. 
Direct involvement in 
project monitoring as well 
as accessible complaint 
mechanism.

Maintenance of relations 
required to ensure 
decommissioning occurs in 
accordance with agreements and 
best ecological practices.

Feasibility Studies 

Construction  
and Operations

Decommissioning

Concluding remarks
Extractives companies seeking to explore and develop resources in developing countries face a complex and challenging operating 
environment. Increasingly, companies are finding that the failure to secure community support for a project can have a direct impact on the 
ability of a company to secure access to resources.

The bad news for resource companies: winning community support is going to be more difficult in future. Community capacity to resist 
company proposals is increasing. The media spotlight is shining. Shareholders are waking up to the challenges and the portfolio risks. The 
good news is that tools and expertise for engaging impacted communities are snowballing. There is more guidance now than ever before. A 
pathway to better relations is becoming apparent and increasingly well-trod.

But for most resource extraction companies, one challenge in particular remains considerable and is perhaps insurmountable: communities 
that are rife with factions, political and personal agendas, remotely-associated historical grievances, and in some cases corruption. In the 
words of one mining company official, “communities are always split.” 

For these cases, companies must work with industry associations and governments to develop strategies to optimize the social and economic 
benefits of resource extraction, exercise influence in multilateral and regional fora to advance the rights of Indigenous Peoples, enhance 
revenue transparency, build capacity for host country judicial systems, and work toward strengthening the environmental, social, and 
governance practices of all companies.

This work is transformational and will take time. But moving forward on stakeholder engagement practices that incorporate the FPIC 
standard represent crucially important first steps.



Further Reading 

The Ethical Funds Company, Christian Brothers Investment Services, Interfaith Center on Corporate Responsibility, Reducing 
Risk, Protecting Communities & Securing Social License to Operate: a Shareholder Perspective on Free, Prior and Informed 
Consent, February 2008

World Resources Institute, Development without Conflict: The Business Case for Community Consent, May 2007
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A community defined process 

The Nishnawbe Aski Nation in Northern Ontario published a best-case example of First Nations engagement entitled, “A Handbook on 
Consultation in Natural Resource Development.” The handbook outlines ten-step protocol, reprinted below. 
 
 1. Initiation. The government responsible for a proposed project must inform potentially impacted First Nations prior to its   
  commencement or approval.

 2. Notice. Affected First Nations then determine whether the proposal potentially impacts on Aboriginal and Treaty Rights. If   
  potential impacts are predicted, further information is requested and analyzed.  
 

 3. Information Exchange. After a response is received from the First Nation, all relevant information regarding the project   
  proponent and the proposed activity as well as any environmental and economic information should be provided.  
 

 4. Technical Resourcing. The information provided in Step 3 is examined to determine if additional expertise is required to   
  assess and respond. A request for expertise is forwarded to the government. 
 

 5. Communication. An initial information session is hosted by the government for the First Nation affected so that everyone   
  can hear information directly. The frequency of similar communication is determined by the community. 
 

 6. Information Gathering by First Nation. Land-use data and traditional knowledge is gathered by the affected First Nation to  
  share with the government. Resources to enable the community to carry out this research are expected to come from  
  the government. 
 

 7. Analysis. The First Nation then analyzes all the relevant information and determines the project impact on Aboriginal and   
  Treaty Rights. 
 

 8. Negotiation/Accommodation. If an infringement is identified, discussions begin on how to reduce the impacts and may   
  lead to agreements. Monitoring, co-management, impacts, revenue sharing or compensation may be negotiated. Agreements 
  may be reached with government and/or the company. At this point the First Nation may request an activity not to proceed if  
  concerns are not addressed. 
 

 9. Impasse/Reconciliation. If there is no resolution, the First Nation has the option to proceed with litigation that requires the   
  Crown to justify any infringement of rights. At this point all activity should cease until a decision on the dispute is obtained. 
 

 10. Benefits. If concerns of the First Nation are addressed, then the company and First Nation may negotiate economic    
  development opportunities. Economic benefits will not be negotiated until the environmental and rights issues are dealt  
  with separately. 
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