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How responsible sourcing can address disruption
factors and geopolitical risks in the supply
of transition minerals

Key messages

Minerals are critical to the world’s energy and digital transitions and demand is
increasing. Mineral demand for clean energy technologies is set to grow 3.5 times
by 2050 to meet the globe’s net zero goals (IEA 2023a). Despite increased
technological development and recycling, meeting this demand requires
substantial increases in investment in the extraction and production of key
minerals.

The extraction, production and processing of many of the minerals critical to the
energy and digital transitions are geographically concentrated in certain countries.
Considering the magnitude of the mineral resources that will need to be extracted
in the future, investments will increasingly need to flow into jurisdictions where
corruption, conflict, security and human rights violations present significant risks.
This comes at a time when conflict and resistance to mining is increasing globally.
Political violence increased by 27% in 2022 alone (ACLED 2023), with resistance to
mining operations also rising. Over 500 allegations of human rights abuses have
already been recorded in relation to six key transition minerals between 2010 and
2022 (BHRRC 2023). Nonetheless, the secure supply of transition minerals cannot
be contingent on investment only in low-risk environments.

Companies must endeavour to source minerals from areas with higher risk profiles
in a way that mitigates, not overlooks, these risks. Any perceived benefit in
deprioritising short-term or localised risks is likely to diminish over time as the
increased costs of ad hoc deal-making and corruption manifest into larger conflicts,
impede investment, adversely impact communities and lead to unpredictable
supply disruptions. This represents a significant cost, with a major mining project
estimated to suffer costs of roughly US$20 million for every week production is
delayed (Davis and Franks 2014; Franks et al. 2014). Without taking appropriate
steps, the booming demand coupled with increased levels of tension and conflict
globally will mean that it will become more difficult for companies to find accessible
sources of supply of transition minerals and widen the investment gap.

Governments developing strategies to secure supplies of minerals also face
challenges. Greater involvement by governments in securing minerals may help
foster an enabling environment for due diligence by companies to mitigate
prevailing risks. However, if governments prioritise short-term access to resources
at the expense of mitigating governance risks, it could worsen legal uncertainty,
cycles of renegotiation and the often precarious investment climate faced by
companies, transposing these risks to a much larger scale.



In an increasingly competitive and contentious geopolitical context for mineral
resources, it is important to recognize that these risks and accompanying
disruptions affect mineral producing and destination countries alike. A zero-sum
approach to securing mineral supplies can lead to a race to the bottom, involving
heightened trade tensions, bidding wars, resource nationalism, protectionism and
lowering of environmental, social and governance (ESG) standards that ultimately
can undermine the security of these supply chains.

There is a compelling argument for cooperation on promoting due diligence in
mineral supply chains, including between countries that are seeking to secure these
resources or are in competition for them. Such cooperation could help promote a
stable global supply of these minerals and enhance the mining sector's contribution
to sustainable development. Fostering a global level playing-field around shared
standards on the initiative of countries and companies with longer-term interests
will also help avoid unscrupulous actors from undercutting advances in responsible
sourcing, while countering illicit and ad hoc mineral trading practices that are prone
to disruptions.

The OECD Due Diligence Guidance for Responsible Supply Chains of Minerals helps
companies navigate this complex landscape and engage in conflict-affected and
high-risk areas. The Guidance provides a detailed, practical set of recommendations
for all companies involved in mineral supply chains, helping them understand and
mitigate risks linked to individual supplier relationships, rather than avoiding high-
risk areas altogether. Supply chain due diligence can therefore help unlock
responsible, reliable and diversified global supplies of transition minerals and
support a global rules-based approach to mineral resources.

Governments of producing, processing and consuming countries can support the
development of responsible supplies in various ways, such as ensuring sourcing
strategies and supply chains integrate due diligence standards and ESG
expectations, fostering the alighment and harmonization of different supply chain
initiatives with due diligence standards, support capacity-building for institutions in
producing countries, investing to promote local-value addition and working with
companies to develop risk mitigation strategies.
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Minerals are critical to the world’s energy and digital transitions and demand is increasing

The world’s energy and digital transitions are dependent on the vast expansion of renewable
energy and the electrification of the global economy. Wind and solar should account for 40% of
power generation by 2050 to meet the world’s net zero goals (IEA 2023b). Global production of
electric cars is forecast to increase six-fold by 2030, with the European Union and several countries
already moving to ban the sales of non-electric cars (IEA 2023b). The development of this
infrastructure and production capacity is dependent on large amounts of minerals and other critical
raw materials.

Critical raw materials refer to the minerals and other raw materials assessed from a
forward-looking perspective to be essential for the economic and national security of
states, especially in advanced manufacturing and technologies, and that are at risk of
supply chain disruption amongst other factors (IEA 2022; IRENA 2023; Franks et al.
2023). There is no definitive list of what a critical raw material is. Nonetheless, it typically
includes minerals with specific uses such as cobalt, lithium and rare earth metals and
can also include minerals of broad use that are central to the energy transition like
copper and nickel (IEA 2022, IRENA 2023). This paper uses the term transition minerals
to refer to this concept.

A mineral’s assessed criticality can change over time and between countries. Lists of
“critical minerals” can only provide a snapshot of current needs of a specific country, but
are inevitably destined to evolve over time. Thus, it is important to also consider
resources that may not yet be classified as critical minerals or raw materials. For
example, sand and silicates are the world’s most extracted raw materials and are
essential to all renewable energy technologies and infrastructure, while also raising an
increasing number of concerns in relation to the impact of their exploitation on people
and nature (United Nations Environment Program 2019; 2022).

Mineral demand for clean energy technologies is set to grow 3.5 times by 2050 to meet the globe’s
green transition goals (IEA 2021). The use of transition minerals solely for clean energy technologies
has already increased by around 20% between 2016 and 2021 (IEA 2023b). Heightened demand
and rising prices have meant that the market size for key transition minerals has doubled in the
past five years to US$320 billion (IEA 2023a).
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Figure 1: Forecast global transition mineral demand by end use in the IEA’s Net Zero

Scenario
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Although the development of approaches for a circular economy for minerals through recycling and
technological progress will assist, developing the necessary supply to meet the anticipated mineral
demand will require substantial increases in the mining and production of key transition minerals
(IEA 2021). While there are ample identified supplies of transition minerals, there remain gaps
between the current anticipated investments to extract transition minerals and global net zero
goals, particularly in relation to lithium (IEA 2023a). To meet the net zero scenario, the IEA projects
a required additional investment need in transition mineral mining capacity of between USS360-
450 billion by 2030 (IEA 2023b). While investment in transition minerals rose significantly in 2021
and 2022, the IEA noted that there are three layers of challenges needing to be addressed:

i. whether future supplies can keep up with the rapid pace of demand growth in climate-
driven scenarios to avoid a potential mismatch between demand and supply

ii. whether those supplies can come from diversified sources, and

iii. whether those volumes can be supplied from clean and responsible sources (IEA
2023a).

Risks associated with transition minerals are manifold and dynamic

Recent crises, such as the Covid-19 pandemic and the Russian Federation’s war of aggression
against Ukraine, have shown how external shocks can disrupt international supply chains, with
severe economic, social and governance (ESG) impacts on a global scale. This is particularly relevant
in supply chains of transition minerals, which face a range of risks to their reliable supply.

Importantly, transition minerals are not equally distributed between countries. The Democratic
Republic of the Congo supplies 70% of cobalt; the People’s Republic of China supplies 60% of rare
earth elements and Australia supplies 55% of lithium, with China the dominant player in the
processing of copper, cobalt, lithium and rare earth metals (IEA 2023b). Limited progress has been
made so far in diversifying supply, with the geographical concentration of some minerals becoming
more pronounced in recent years (IEA 2023b). This means that the production today of key
transition minerals is more geographically concentrated than oil and gas (IEA 2023b).




Importantly, a significant proportion of resources, particularly cobalt, graphite, copper and rare
earth metals, are located in conflicted-affected and high-risk areas® or regions with low governance
scores (Nygard 2022; IEA 2021; 1ISD 2018). At least 70% of cobalt, graphite and rare earth element
resources are in states perceived to be corrupt or very corrupt (Nygard 2022), with the majority of
minerals extracted in countries that are labelled as extremely unstable or unstable in the
Worldwide Governance Indicators (IRENA 2023).

Considering the magnitude of the mineral resources that will need to be extracted in the future,
investments will increasingly need to flow into jurisdictions where corruption, conflict, security and
human rights violations are significant risks. This comes at a time when conflict around the world is
intensifying. Driven by a multiplicity of factors, political violence increased globally by 27% in 2022
alone, exposing an estimated 1.7 billion people to its effects (ACLED 2023). Resistance to mining
operations specifically is also rising across the world (Kivinen et al. 2020; Andrews et al. 2017; Conde
and Le Billon 2017; ICMM 2015). Unfortunately, there is little to indicate that conflict situations, at
a local, national or international level, are likely to decrease significantly in the foreseeable future.

Therefore, companies sourcing or looking to source transition minerals need to factor in the likely
increase of risks that may be connected to their purchasing decisions in the foreseeable future. This
ranges from localised tensions at the community level which can manifest into broader conflicts, to
national and transnational conflicts between countries, and how such conflicts may be made more
intense by the broader geopolitical context.

At the local level, risks can relate to security issues (such as armed conflict over access and control
of a mine site), bribery and corruption, local grievances, including conflict related to labour
conditions and the pollution and environmental impacts of a mine site (IRENA 2023; EITI 2022).
Over 500 allegations of human rights abuses have already been recorded in relation to six key
transition minerals between 2010 and 2022 (BHRRC 2023). These risks have a direct impact on
individuals, communities and societies and there is already substantive literature exploring this in
detail (IRENA 2023; Nygard 2022; IEA 2021; ISTT 2018).

At the national and transnational level, transition mineral deposits can be located in areas on
contested borders and/or where there is already armed conflict, with the need to secure access to
raw materials being a major motivation for states seeking territorial expansion (IRENA 2023). For
example, India has recently identified a potential 5.9 million ton lithium deposit in the region of
Jammu and Kashmir, an area of long-time dispute between India and Pakistan (Slate 2023). The
inequitable distribution of mineral deposits can also lead to conflict between different regions
within a country. At least 40% of all intrastate conflicts between 1950 and 2009 were linked to
natural resources (United Nations Environment Programme 2009).

It is important to keep in mind that these risks are not static and hence fluctuate as political and
environmental dynamics change. For example, the race to secure transition materials could extend
to currently undeveloped sources, including the Arctic, the ocean and outer space (Fox 2022). This
could lead to new inter-country conflict over mining sites particularly where there are overlapping
or contested claims (IRENA 2023) and new forms of conflict, such as mining-related piracy in the
ocean (Jenisch 2012). As explored in Box 1, rising demand can also lead to different kinds of mining
activity which can underpin conflict dynamics.

1 The OECD defines conflict-affected and higher-risk areas as areas ‘identified by the presence of armed conflict,
widespread violence or other risks of harm to people. Armed conflict may take a variety of forms, such as a conflict of
international or non-international character, which may involve two or more states, or may consist of wars of
liberation, or insurgencies, civil wars, etc. High-risk areas may include areas of political instability or repression,
institutional weakness, insecurity, collapse of civil infrastructure and widespread violence. Such areas are often
characterised by widespread human rights abuses and violations of national or international law’ (OECD 2016).



OECD Briefing Note: Responsible is reliable

How responsible sourcing can address disruption factors and geopolitical
risks in the supply of transition minerals

Box 1: The artisanal and small-scale mining sector (ASM) at the convergence of risks and
opportunities for the supply of transition minerals

In addition to other contributing factors?, rising commodity prices are likely to lead to an increase
in ASM activities. ASM can provide economic and development opportunities for local
communities. ASM can also support the smooth functioning of commodity markets due to the
sector’s role as a swing producer, being able to ramp up production much more quickly than
conventional industrial mines, and switch between different minerals in the same region based on
global prices. However, artisanal miners are particularly vulnerable to adverse impacts and serious
abuses associated with their activities. They are also often manipulated by local and/or
international individuals and networks with political connections and motivations. Where poorly
managed, ASM activities can also drive conflict, contribute to community-level tensions and quickly
pollute and damage the environment (Dou et al. 2023; EITI 2022). Inevitably, the multiplication of
medium and large-scale mining operations, in particular in remote areas, will increase the
likelihood of direct interactions with ASM communities. Here again, if poorly managed, risks around
large-scale mining sites are likely to increase, potentially leading to operational disruptions.

Accordingly, efforts to diversify supply chains of transition minerals should consider the specific
risks and opportunities posed by ASM in the energy transition. ASM activities already represent a
significant share of the global production of cobalt, tantalum, tungsten and mica, which is
increasingly used in electric batteries (EITI 2022; OECD 2019). As set out in Box 3, the OECD Minerals
Guidance can help companies engage responsibly with this often-informal sector, supporting
actions to mitigate risks and progressively formalize it, instead of ignoring or avoiding it.

Connected to rising levels of interstate conflicts, economic sanctions, or the potential for future
sanctions, can also lead to substantial consequences for transition mineral supply chains. For example,
following Russia’s war of aggression against Ukraine, the United States, in coordination with the G7,
expanded sanctions on Russia to specifically target the metals and mining sector in 2023 (U.S.
Department of the Treasury 2023a). Sanctions can also indirectly impact mining projects by limiting
access to equipment and financing, as occurred with a planned copper mine in Russia (Udokan)
(Economist 2022).

In addition, as mining activities further expand globally and the likelihood of tensions around mining
operations develop, mining operators may increasingly use the services of private security contractors.
Some contractors have been linked to alleged human rights violations and abuses (OHCHR 2019).
Similarly, direct and indirect interference by private military and security companies in the production
and trade of mineral resources, sometimes supported by foreign interests, are also increasingly
reported and documented (CSIS 2023; U.S. Department of the Treasury 2023b; OHCHR 2019). The OECD
Minerals Guidance provides recommendations for company due diligence to prevent and mitigate the
risk that security contractors may be further fuelling conflict around sites in their supply chains, but this
issue is often overlooked.?®

2 |n particular climate change, which is impacting traditional livelihoods in rural areas (Bansah et al. 2023).

3 See the Voluntary Principles on Security and Human Rights for further information
(https://www.voluntaryprinciples.org/). Further information on promoting coherence between OECD Due Diligence
Guidance and the Voluntary Principles is available here: https://mneguidelines.oecd.org/OECD-guidance-and-
voluntary-principles-on-security-and-human-rights.pdf.



https://www.voluntaryprinciples.org/
https://mneguidelines.oecd.org/OECD-guidance-and-voluntary-principles-on-security-and-human-rights.pdf
https://mneguidelines.oecd.org/OECD-guidance-and-voluntary-principles-on-security-and-human-rights.pdf

Finally, the likely increase in commodity prices, associated with massive investments in mining
operations and associated provision of goods and services, creates a risk of a significant rise in criminal
organisations interfering in mineral supply chains. This may, in turn, put the security and stability of
these supply chains at risk (Global Initiative 2022).

Overlooking risks in the short-term is likely to lead to longer-term supply disruptions

One of the main challenges the mining industry is currently facing is the ability to secure both the legal
and the social license to develop economically viable deposits. This, in turn, greatly depends on the
extent to which companies producing, trading and processing mineral resources are able to
demonstrate how they mitigate potential impacts deriving from their activities on host communities
and countries. This is even more challenging in complex environments and conflict-affected and high-
risk areas. As set out below, the failure to address risks could lead to significant disruptions in the supply
of transition minerals, deter investment from a diverse range of sources and thus undermine the
security of supply for these minerals.

In the short-term, it can be readily apparent how conflict and local tensions can disrupt transition
mineral supply chains. For example, when the Angolan civil war spilled over into Zaire (now the
Democratic Republic of the Congo) in the 1970s, the price of cobalt surged sevenfold in a two-year
period over fears of a global cobalt shortage (Gulley 2022). Countries in Latin America, which are leading
copper producers, have seen labour unrest and strikes in recent years, which led to shutdowns in
production, postponed investments, disruption of the global copper supply and volatility in copper
prices (IRENA 2023). Climate change, pollution, land degradation, loss of biodiversity and environmental
stress can also lead to conflict. For example, 50% of lithium and copper production sites are located in
areas with high water stress levels, raising risks of potential future conflict between mining companies
and local communities over access to water (IEA 2021; IRENA 2023).

As demand increases and new conflicts emerge, these risks are likely to intensify. This may result in
greater willingness to tolerate or overlook these risks when seeking to secure supplies, particularly for
companies further downstream in supply chains. However, any benefit in seeking short-term
expediency over a responsible supply of minerals is likely to diminish over time as the increased costs
of ad hoc deal-making and corruption impede investment, undermine the rule of law, adversely impact
communities and lead to unpredictable supply disruptions.

Extensive research and literature have evidenced the strong relationship between the failure to
adequately address ESG impacts and project delays, being associated with increased development costs
and increased levels of tension (potentially leading to local conflicts) around extractive sites (NRGI 2022;
Khan et al. 2016; Davis and Franks 2014; Franks et al. 2014). One study has indicated that if African
countries had a quality of governance like that of Chile, they could shorten mine lead times by an
average of two to three years (Khan et al. 2016). This represents a significant cost, with a major mining
project estimated to suffer costs of roughly USS20 million for every week production is delayed (Davis
and Franks 2014; Franks et al. 2014).

Put simply, the failure to address ESG risks in the sourcing of minerals is a risk in itself to the security of
supply. As set out in Figure 2, the failure to address a short-term risk can escalate into a local conflict
and inflame pre-existing social, ethnic and political tensions, resulting in country-wide implications for
mineral supply chains.
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Figure 2: Overlooking short-term risks can manifest in longer-term disruptions to supply

chains
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In particular, risks in relation to corruption and governance may too frequently be seen as the ‘cost of
doing business’ for accessing transition minerals. This is a misconception. Corruption is not a victimless
crime, but instead is an enabler of adverse impacts and conflict and can lead to longer-term political
instability. Substantial profits and revenue are at stake in the minerals sector for companies and
governments, which then can lead to tensions over the management of such financial flows and
significant corruption and bribery risks. This, in turn, can lead to long-term opposition to mining by local
communities and a fraying of the social license to operate when revenues are diverted by corruption
rather than used for development. This can then risk the future supply of transition minerals from that
country, particularly if production is concentrated in that country (as is the case for many transition
minerals) (NRGI et al. 2022).

Unfortunately, this has been the experience of several countries in the past. Instead of bringing
sustainable development, the exploitation of resources has led to corruption, human insecurity and
conflict, and environmental degradation. As set out in Box 2, the experience of certain countries with
oil and gas resources is illustrative of how governance and corruption risks can manifest and undermine
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the development potential of producing countries in the long-term. In the rush to develop and source
transition minerals, some countries risk following the same path, particularly those that have not had
experience in managing large extractive rents.

Box 2: What the history of oil and gas could mean for transition minerals

The history of the oil and gas sector shows how the exploitation of natural resources can lead to
conflict and disrupt supply. Oil and gas lead to substantial rents, are concentrated in certain areas
and are critical inputs into the global economy. In the 1970s, the potential for these substantial
rents led to the reinforcement of state presence and control in the production and trade of oil and
gas. Several oil-producing countries nationalized assets and controlled production, including
through National Oil Companies. In some of these countries, the substantial profits led to vast
governance and corruption risks. Different political factions sought to control the rents, including
through bribery and corruption as well as military and paramilitary action. This, in turn, fuelled
inequality, political instability and armed conflict. Economies became dependent on just one source
of revenue, leading to further crises as governments could not deliver on public spending
commitments in boom-and-bust cycles (EITI 2022). Instead of bringing sustainable development to
these countries, the oil and gas resources led to inequality, instability and conflict.

However, there are significant differences between oil and gas and mineral resource production.
The potential for rents from mineral exploitation is probably not as lucrative as those for oil and
gas, thus potentially limiting the impact of the risks associated with the mismanagement of their
extraction (but not eliminating them). Similarly, transition minerals can be recycled and re-used —
allowing countries to reduce their reliance on producing countries over time (IEA 2021).
Nonetheless, countries with significant transition mineral deposits could risk following a similar
path to the oil and gas-rich states without strong management of governance and corruption risks.

Another dimension of corruption risks and their potential to undermine security of supply for transition
minerals comes back to the business and investment climate. While some may indeed see corruption
as simply a cost of doing business, the full scope of that cost only emerges over the long-term.
Corruption in the mining sector appears to be associated with unpredictable renegotiation of contracts,
lack of secure tenure and arbitrary enforcement of the regulatory framework, leading to periodic
shutdowns and shake-downs of mine operators, resulting in supply disruptions in a tight market
(Financial Times 2018). Companies that enable or tolerate such activity by their suppliers can undermine
the rule of law and make these cycles of disruption and uncertainty more likely to continue and, in turn,
make attracting more diverse sources of investment to mineral production exceedingly difficult
(Financial Times 2023).

The discounting of corruption and governance risks is a particularly acute issue. Buyers of transition
minerals for clean energy technologies have tended to have ‘tunnel vision” towards environmental
issues in supply chains, while neglecting governance requirements (EITI 2022). Simultaneously, recent
years have seen a growing number of corruption cases associated with transition mineral mining (BHRRC
2023). This underscores the need for companies to focus more specifically and devote more resources
to the identification and mitigation of corruption and governance risks when seeking responsible and
reliable supply chains of transition minerals.




The world faces a monumental challenge in creating the enabling conditions for the steady and timely
increase in production of transition minerals in a responsible way. Without taking appropriate steps, the
booming demand coupled with increased levels of tension and conflict globally will mean that it will
become more difficult for countries and companies to find accessible sources of supply of transition
minerals. At the same time, heightened expectations around ESG and emerging regulations on due
diligence will mean that it will become increasingly more complex to demonstrate that these sources of
supply meet international standards.

In response to these standards and expectations, downstream companies may gradually become more
prone to suspending sourcing from suppliers as soon as they are connected with any allegations. This
behavior, whereby companies are more eager to avoid risks rather than managing them, in turn, creates
risks to the reliable supply of transition minerals, particularly if companies are competing to secure
supply from the same ‘conflict free’ or ‘low-risk’ sources (EITI 2022). Consequently, this may deter
investment and slow down the pace of the globe’s energy and digital transitions.

The secure supply of transition minerals cannot be contingent on investment only occurring in risk-free
or low-risk environments. Instead, recognising and addressing risks through a forward-looking and risk-
based approach is key to unlocking the global supplies of transition minerals and developing diversified
supply chains, including from conflict-affected and high-risk areas.

For companies sourcing transition minerals, the OECD Due Diligence Guidance for Responsible Supply
Chains of Minerals can help ensure that global supply chains for minerals function sustainably and
address outstanding vulnerabilities (see Box 3). The Guidance is a detailed, practical set of
recommendations for all companies involved in the minerals supply chain, from extraction through
production to final consumer. It was designed to enable investment to flow in fragile contexts, providing
the needed flexibility for companies to implement tailored risk mitigation strategies and ensure the
production and trade of mineral resources do not contribute to conflict financing, human rights abuses,
serious economic crimes and environmental degradation. While being sensitive to the overall political
economy of a country, the Guidance helps focus companies on understanding and mitigating risks with
individual supplier relationships, rather than avoiding higher-risk areas altogether.

The OECD Minerals Guidance and framework for due diligence can help foster security of supply and
strategic diversification of mineral supply chains, while ensuring that rules-based trade and investment
and broader sustainability and resilience objectives are not undermined. However, to be impactful
whilst allowing investments to flow in these areas, responsible sourcing requirements need to be
supported by meaningful risk mitigation and development-oriented strategies involving all relevant
stakeholders, including companies in the supply chain, host governments and communities and
international donors and organisations. If expectations are set unrealistically high, financiers and
investors that abide by these standards will refrain from unlocking the needed investments. End-buyers
will also avoid sourcing from high-risk countries. Conversely, if the risks are not understood and
mitigated, they could deter investment, undermine sustainable development opportunities, disrupt
supply and damage local communities, human rights and the environment.


https://www.oecd.org/corporate/mne/mining.htm
https://www.oecd.org/corporate/mne/mining.htm

Box 3: The OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from
Conflict-Affected and High-Risk Areas

First adopted in 2011, the OECD Minerals Guidance provides detailed recommendations to help
companies respect human rights and avoid contributing to conflict through their mineral
purchasing decisions and practices. This Guidance is for use by any company potentially sourcing
minerals or metals from conflict-affected and higher-risk areas. The Guidance is global in scope and
applies to all mineral supply chains. The Guidance focuses on prevention and mitigation, promotes
a whole value chain approach, supports stakeholder engagement, applies to a broad range of risks
and provides practical support in remediating adverse impacts.

Importantly, the OECD Minerals Guidance does not prescribe that businesses should disengage
from all higher-risk areas. Instead, it assists businesses to recognize and address these risks
following a risk-based approach. It also includes specific considerations on how to minimise risks in
the ASM sector to create economic and development opportunities. Further information on how
to address bribery and corruption risks in mineral supply chains is set out in a separate FAQ.

The Guidance has now been widely integrated into regulatory frameworks, notably in the United
States of America and the European Union, as well as in producing and trading countries like the
Democratic Republic of the Congo, Rwanda and the United Arab Emirates. The Guidance has also
been integrated into industry guidelines and market requirements, including by the China Chamber
of Commerce of Metals, Minerals and Chemicals Importers and Exporters and the London Metal
Exchange. As a result, hundreds of companies and industry initiatives across the supply chain now
implement to various extents the OECD’s due diligence framework to ensure they produce and
source responsibly.

In addition to mitigating conflict-related risks, supply chain due diligence can also assist companies
meet other objectives and regulatory requirements. For example, it can be a valuable source of
business intelligence for a company. For instance, it can help identify the beneficial owners of
companies in the supply chain. Companies may use this information to better understand the
security or insecurity of their supply chain, particularly if companies in the supply chain have
ownership links with different jurisdictions. For example, China’s share of global cobalt production
increases from 2% to 14% for cobalt and from 11% to 33% for cobalt intermediate materials when
Chinese-owned firms are included (Gulley et al. 2022).

Governments play a critical role in developing responsible and reliable supplies of transition minerals in
a sustainable and equitable manner. Recognizing the criticality of these supply chains, recent years have
seen the development of multiple individual country-based strategies, legislation, alliances and
diplomatic partnerships, such as the Minerals Security Partnership, Sustainable Critical Materials
Alliance and the European Raw Materials Alliance (IRENA 2023; IEA 2022). These partnerships and
alliances recognise that the development of transition mineral supply chains globally requires a
balancing of interests between different countries. A zero-sum approach to securing mineral supplies
can lead to a race to the bottom, involving trade warfare, bidding wars, resource nationalism,
protectionism and lowering of ESG standards that ultimately can undermine the security of these supply
chains. Ensuring these initiatives are coordinated and, ideally, aligned and harmonised around
internationally agreed due diligence and ESG expectations is paramount. This is important not only for
governments, but also for companies who ultimately will be the ones implementing those expectations
throughout their operations and supply chains.

In an increasingly competitive and contentious geopolitical context for these resources, it is also
important to recognize that these risks and accompanying disruptions affect all mineral producing and
destination countries alike. There is therefore a compelling argument for cooperation on promoting due
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diligence in mineral supply chains, including between countries that are competing for these resources.
Such cooperation could help promote a stable global supply of these minerals and enhance the sector's
contribution to sustainable development. Fostering a global level playing-field around shared standards
on the initiative of countries and companies with longer-term interests will also help avoid unscrupulous
actors from undercutting advances in responsible sourcing, while countering illicit and ad hoc mineral
trading practices that are prone to disruptions and helping encourage investment from diverse sources.

Greater involvement by governments may help foster an enabling environment for due diligence by
companies to mitigate prevailing risks. However, if governments prioritise short-term access to
resources at the expense of mitigating corruption risks or enhancing minerals sector governance, it
could worsen the legal uncertainty, cycles of contract renegotiation and precarious investment climate
often faced by companies, transposing these risks to a larger scale, and increasing their impact on
security of supply.

Therefore, governments developing transition mineral sourcing strategies need to include elements
pertaining to the progressive mitigation of risks associated with the production and trade of mineral
resources. They need to emphasize the positive role companies can play, through their investments, to
work with governments to improve security, uphold human rights, minimise environmental impacts,
work towards formalisation of the ASM sector and combat bribery and corruption.

Local political economy may be a challenge to making governance and risk mitigation a priority, with
elite capture of some institutions or chronic corruption risks impeding efforts to foster an enabling
policy environment for due diligence. In the context of international agreements on the supply of
transition minerals, governments may consider the financing of infrastructure, geological research or
other projects to enhance local value addition. A range of projects and investments in the extractives
sector may be well positioned by appealing to elite interests while also being in the public interest and
in line with development objectives. Accordingly, besides helping diversify mineral sourcing and
processing, they may also serve to encourage genuine engagement by a range of local institutions to
take steps in support of an enabling policy environment for responsible business conduct. Particularly
critical, in that respect, is support to mineral/mining policy and administrative management, as it
contributes to the fight against illicit financial flows in minerals and extractives. Nonetheless, official
development assistance (ODA) support in this sector has remained small in the past decade. In 2021, it
represented no more than 0.03% of total ODA commitments (Figure 3).

Figure 3: OECD Development Assistance Committee bilateral ODA to mineral/mining policy
and administrative management
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Source: OECD Creditor Reporting System (CRS). Purpose code 32210 ‘mineral/mining policy and administrative management’
in the CRS was used, covering “mineral and mining sector policy, planning and programmes; mining legislation, mining
cadastre, mineral resources inventory, information systems, institution capacity building and advice; unspecified mineral
resources exploitation.”




In conclusion, there is a range of actions at the international and national level that can be taken to
develop supplies of transition minerals in a sustainable and equitable manner. In particular, there is a
need to:

undertake more detailed research into the specific risks and disruption factors faced by
transition mineral supply chains, particularly in conflict-affected and high-risk contexts

ensure transition mineral sourcing strategies integrate internationally-agreed due diligence
standards and ESG expectations and promote whole-of-supply chain responsible sourcing

foster the alignment and harmonization of industry, government and multi-stakeholder
supply chain initiatives with international due diligence standards, while pushing for a
broader and more meaningful implementation by companies of due diligence for transition
minerals through global markets

further expand support and capacity-building of public administrations in producing
countries, particularly to address extractive governance risks

invest in local infrastructure to promote local value addition in transition mineral supply
chains as a way to contribute to supply chain diversification and help producing countries
more quickly realize economic benefits from efforts to enable responsible business conduct
through local policy, and

work with companies to develop investment in risk mitigation strategies rather than risk
avoidance, including through long-term incentives like public procurement to promote
responsible sourcing and strategic investment support. For downstream companies, this
implies renewed commitment to increasingly support, both financially and from an
economic/industrial standpoint, enhanced engagement by the mining industry in higher-
risk areas.

Finally, while much of the attention is currently focusing on “critical minerals”, it is important to
acknowledge that risks occur, to various extents, in all mineral supply chains (OECD 2021). Risks in these
supply chains also need to be identified and mitigated as they are likely to generate adverse impacts on
the environment and societies and, in turn, fuel increasing resistance to mining operations. This
perspective will also be relevant as notions of critical materials are subjective and may shift due to
developments in trade, technical innovation or changing risk profiles for different commodities.

Please cite content as: OECD (2023) Responsible is reliable — How responsible sourcing can address
disruption factors and geopolitical risks in the supply of transition minerals
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