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Gold and Unlawful Armed Conflict
- Working Together Towards Responsible Gold Production
By Terry Heyman, Director, The World Gold Council and Ruth Crowell, Deputy Chief Executive, LBMA

Due Diligence
for Miners
Responsibly undertaken gold
mining and refining can play
an important role in achieving
sustainable development and
alleviating poverty in developing
countries. Indeed, disinvestment
or withdrawal by responsible
miners and refiners can make
it more difficult to stabilise a
conflict situation or to achieve
post-conflict reconstruction.
This article outlines the factors
that have led governments,
business and civil society
to work together to address
the misuse of gold to fund
armed conflict and the human
rights abuses associated with
such violence. It outlines
the initiatives that the gold
industry has put in place to
provide confidence to investors,
customers and communities.
The role of natural resources in funding
conflicts has been a focus for policy makers,
non-governmental organisations (NGOs) and
business over the last 15 years. The role of
diamonds in financing the civil wars in Liberia,
Sierra Leone and Angola led to the creation
of the Kimberley Process. A broad range of
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Due Diligence
for Refiners
natural resources, including timber and oil,
which represent mobile internationally tradable
assets, have unfortunately been linked to
unlawful armed conflict.
One of the countries of most concern is the
Democratic Republic of Congo (DRC). Reports
from the United Nations Group of Experts have
highlighted the role of resources in partially
funding rival militias as the conflict has dragged
on in the volatile eastern provinces. Originally,
attention focused upon tin, tantalum and
tungsten (the ‘3Ts’), but recently, artisanally and
small-scale mined gold (ASM) has increasingly
come in to the picture.

Industry-led Initiatives
Given these concerns, the gold industry has
been working over the last few years to ensure
that investors, customers and communities can
have confidence that gold is not contributing to
unlawful, armed conflict. This is an important
commitment from the gold industry and
supports the increasing recognition that gold
has an important role to play in contributing
to sustainable development along the entire
supply chain. These industry-led initiatives
also complement and help ‘operationalise’
government-led initiatives, in particular, the
OECD Due-Diligence Guidance on responsible
supply chains from conflict-affected areas. A
key theme of the Guidance developed by the
Organisation for Economic Cooperation and
Development (OECD) – and the conversations
that have been undertaken through the multistakeholder group convened by the OECD
– has been the recognition that a responsible
minerals trade should be supported as a means
to broader social and economic development.
Indeed, a blanket disinvestment or withdrawal,
a so-called ‘de facto embargo’, would have a
severely negative impact on the livelihoods of

The World Gold Council’s Conflict-Free Gold
Standard has been developed to support
responsible gold production in conflict-affected
areas. Where operators can demonstrate that
they have the processes in place to operate
in such locations, they should be encouraged
to do so. Of course, external credibility is
vital and companies that conform with the
Conflict-Free Gold Standard will be required
to publicly disclose their conformance and
have this externally assured. In such a way,
investors, customers and communities can have
confidence that the gold has been produced in
a way that is not contributing to the conflict and
associated human rights abuses.
Work on the Conflict-Free Gold Standard started
in December 2009 at the request of the Board
of the World Gold Council, comprising CEOs and
senior executives from member companies, the
world’s largest gold producers. The Standard
was published in October 2012 and the nearly
three-year development programme reflects
the complexity of the issue and the extensive
consultation and outreach that was undertaken.
The LBMA Responsible Gold Guidance was
also developed over a similar timeframe and
applies to gold refiners. In particular, gold
refiners that wish to be accredited by the LBMA
on the ‘London Good Delivery List’, regarded
by many as an essential requirement in order
that their gold can be traded in London and
other international financial markets, need to
conform with the Guidance. Both the ConflictFree Gold Standard and the Responsible Gold
Guidance help to operationalise the OECD
Guidance, providing specific, actionable criteria
to help companies ensure that they have the
appropriate systems in place to minimise the
risk that they are contributing to conflict.

“

This is an important
commitment from the gold
industry and supports the
increasing recognition that
gold has an important role
to play in contributing to
sustainable development along
the entire supply chain.

“

Industry Cooperation

potentially millions of people, and therefore
would likely be a destabilising influence in
conflict-affected areas and so exacerbate
problems of poverty and instability.
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In May 2011, the OECD produced its Due
Diligence Guidance for Responsible Supply
Chains for Minerals from Conflict-Affected and
High Risk Areas. This Guidance has global
applicability and covers gold and the 3Ts. A
specific Gold Supplement to the Guidance, which
involved substantial industry input, was adopted
in July 2012. Both the guidance and the gold
supplement focus on due diligence processes
designed to achieve continuous improvement
and to minimise the risks of sourcing conflicttainted minerals – rather than labelling the
mineral itself as ‘contributing to conflict’.
In a simultaneous development, the United
States has also regulated on this issue. In July
2010, President Obama signed the Wall Street
Reform and Consumer Protection Act (DoddFrank) into law. While the vast majority of this
legislation relates to financial reform in light of
the economic crisis, section 1502 addresses
‘conflict-minerals’ originating in the DRC. To
a degree, section 1502 reflects new policy
instruments being used for US foreign policy. By
using securities legislation, intended to protect
investor interests, to regulate the minerals trade
in central Africa, the law intends to cut funding
to armed groups by forcing US-listed companies
to identify whether the gold – or 3Ts – used in
their products has fuelled conflict in the DRC or
adjoining countries. Following the publication
of the detailed SEC rules in August 2012, these
companies are required to file this information
with the SEC, putting senior executives at risk of
committing fraud if they are not able to support
the claims that they are making.
While well intentioned, this law risks leading to
a de facto embargo from the DRC and indeed
much of Africa. The DRC produces less that
1% of global annual gold supply, so there are
plenty of alternative sources. However, the gold
industry is a very significant supporter of jobs,
foreign currency and, increasingly, government

revenue in the DRC, so a de facto embargo
would have severe economic and social
consequences.

“

However, the gold
industry is a very significant
supporter of jobs, foreign
currency and, increasingly,
government revenue in the
DRC, so a de facto embargo
would have severe economic
and social consequences.

“

Government-led Initiatives

Moreover, the costs for US-listed companies in
adhering to section 1502 are significant. There
has been some debate as to just how much this
would cost, with most estimates in a range from
$5billion to $10billion. The costs are so high,
principally because of two reasons. Firstly, many
companies may have hundreds, thousands or
even tens of thousands of suppliers, which in
turn may have many suppliers. Secondly, for
all metals, and in particular for gold, the metal
is homogeneous and is mixed from different
sources. Indeed, the high percentage of gold
that is recycled each year (approaching 40% of
annual supply) means that it is impossible to
tell from which country or countries an ounce of
gold has originated.
The OECD approach is more nuanced and avoids
stigmatising minerals from any specific area.
Nonetheless, attention is still required to ensure
that it does not lead to the stigmatisation of
responsibly produced minerals. In particular,
there have been increasing concerns that
artisanal miners, unable to conform to the
standards expected of them, may find their

Cleaning of dore bars before labelling and transportation to refinery.

The Conflict-Free Gold Standard

The Conflict-Free Gold Standard has been
developed by the World Gold Council,
working with member companies and leading
refiners, after a global consultation exercise
involving events across five continents and
the participation of leading governments,
NGOs and gold users. The resulting Standard
has been recognised as workable and
credible, and is widely supported. It has
global application and is available for use
by any gold miner, and implementation will
be subject to independent assurance. The
Standard has five parts:
• First, determining whether a mine is
located in a conflict-affected or highrisk area or in a country targeted by
international sanctions. The Standard’s
principal external reference point for
determining conflict areas is the Conflict
Barometer, published by the Heidelberg
Institute for International Conflict
Research. Companies will need to exercise
their own due diligence, but the use of
an objective benchmark is valuable in
establishing consistency of approach
between mine operators. If a mine is
located in a conflict-affected area, then
it will need to have strong systems to
monitor and control its impacts so as to
ensure that it is not causing or contributing
to armed conflict. If it is in a conflict area, it
needs to implement stages two and three.
If it is not in a conflict area, then the mine
moves to stage four.
• The second step is the Company
Assessment, which draws upon
authoritative texts, such as the UN Guiding
Principles on Business and Human Rights,
the Voluntary Principles on Security and
Human Rights, and the OECD Guidance.
The Standard tests the ability of the
company to manage its human rights
impacts; to regulate and disclose its
payments and any benefits in kind to
governments to monitor the background
and activities of its security provider; and
assesses whether the mine has systems
in place to engage regularly with local
communities to facilitate ‘whistle-blowing’
and to resolve grievances.
• The third step is the Commodity
Assessment, which tests the systems
to track gold-bearing materials around
the mine and to minimise gold theft. It
also requires due-diligence checks to be
undertaken on the transport providers who
move the doré to the refinery.
• The fourth step involves externally sourced
gold – which does not happen often, but
may include gold-bearing material for
processing from other large-scale miners
– the objective of which is to ensure that
appropriate due-diligence is undertaken
on this gold.
• The final step outlines the documentation,
which should be passed from the miner to
the refiner to demonstrate that the gold is
considered to be in conformance with the
Standard.
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ability to participate in the formal markets
increasingly marginalised. This is a particular
concern because so many artisanal miners work
illegally or in a legal grey area and lack scale,
and therefore they are the most vulnerable to
exploitation by armed groups. Appendix One of
the OECD Gold Supplement tackles this issue by
setting out a forward-looking agenda to promote
the increased formalisation of ASM.
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Way Forward
So, how has our industry responded? Is there
a way forward that is both ‘right’ and makes
good commercial sense? We believe so, partly
because ‘doing the right thing’ is fundamental
to protecting the integrity of gold. It is likely, for
example, that consumers would react if we did
nothing to inhibit the misuse of gold to fund
illegal armed conflict. Moreover, the emergence
of due diligence requirements has created the
need for industry groups to work together to
create robust assurance chains cost-effectively.
Along with the initiatives developed by the World
Gold Council and the LBMA, other sectors have
also put initiatives in place, in particular, the
Responsible Jewellery Council (RJC) and the
Electronics Industry Citizenship Coalition/Global
e-Sustainability Initiative (EICC-GeSI).

“

So, how has our
industry responded? Is there
a way forward that is both
‘right’ and makes good
commercial sense? We believe
so, partly because ‘doing the
right thing’ is fundamental
to protecting the integrity
of gold.

“

Integration between the various approaches
is essential if we are to deliver a credible,
seamless and cost-effective framework. The
LBMA has already agreed mutual recognition

The LBMA Responsible Gold
Guidance
In the refining industry, the LBMA Good
Delivery List includes the world’s pre-eminent
refiners of gold and silver, located in 31
countries. The ‘List’ is widely recognised
as the de facto standard for the quality of
gold and silver market bars, and is used by
precious metal exchanges around the world to
define in whole or in part the refiners whose
gold and silver bars are accepted in their
own markets. Collectively, the 63 LBMA Good
Delivery Gold Refiners annually refine more
than 4,000 tonnes of gold.
Implementation of the LBMA Responsible
Gold Guidance is mandatory for all accredited
Good Delivery List gold refiners. In January
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Pouring of gold in the smelthouse

of audit standards with the refiner audits
included in both the RJC and CFS (EICCGeSI) approaches. The LBMA Guidance also
recognises that gold produced in conformance
with the Conflict-Free Gold Standard meets
the criteria for refiners regarding conflict
(although it is important to note that there are
additional considerations regarding anti-money
laundering).
The reality is that society increasingly expects
transparent supply chains – albeit the gold
supply chain is very different from groceries,
so different approaches are required. The
horrific civil war in the DRC has accounted for
the loss of more than five million lives and the
misuse of gold is, unfortunately, one factor in
the conflict. The potential for such misuse of
gold is present in other geographies too. We
believe that through co-operation between the
major industry actors, we are putting in place
systems that will help to provide assurance
that our metal is associated with progress and
development rather than conflict and suffering.
That is an ambitious but essential goal.

2012, all 63 of the world’s leading refiners
listed by the LBMA accepted the Guidance in
principle and began implementation. Since
then, the LBMA has received voluntary audits
of some refiners’ 2011 production. Currently,
the LBMA is receiving and reviewing audit
reports for all 2012 production. An Audit
Report certifying that a refiner is complying
with the Guidance is mandatory for a refiner
to remain on the London Good Delivery List.
Maintaining Good Delivery status is vital for
any refiner to operate in the professional
markets in London and around the world.
The LBMA Responsible Gold Guidance is
based on the OECD due diligence framework
coupled with expanding existing Know
Your Customer, Anti-Money Laundering,
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anti-terrorist funding and security policies,
processes and audits to include risk-based
conflict due diligence. It is a global framework
and reflects the OECD’s five-step framework
and draws upon definitions used in the OECD
Supplement on Gold and the Financial Action
Task Force (FATF) on money laundering.
The Responsible Gold Guidance goes beyond
the requirements of the OECD Guidance
in both its audit requirements and its
definition of conflict. Auditing is required for
all refinery output, regardless of the source
of the feedstock – formal mining, artisanal
mining or recycled metal – so that all metal
going through a refinery can be identified as
‘conflict-free’.

