
Private security
Increased of cost of capital and insurance
Loss of productivity and disruption of work hours
lncreasing levels of 'danger pay'
Disruption of supply chains, energy supplies and trade
links (iucluding as a resuit of iternational sanctions).
Litigation and reputation costs
Goverrument change and nationalization of private assets,
or change in contractual terras
Loss of downstreamn customner contracts as a resuit of
targeted boycotts and changing market conditions

Other pressures that may affect the profltability of a mining operation as a resuit of
confliot include:

" The emergence of social performance conditions for access to finance.
" Social standards and environental. management systems being forced up the

supply chain by downstreamn customers.
* Internai pressures from employees and stockholders 5.

On the horizon, international norma for behaviour by conipanies in conflict are moving
from the realmn of 'soft law' enforced by strategies of 'naming and shaming' by countries
and advocacy groups, towards 'hard law' enforced by national courts and potentially by
an emerging international legal system46.

Go/INo Go ?

When should a flrm divest, or refuse to, invest ? Conceptually, the first screen'is
profltability. When the expected costs of political risks exceed the expected payoff of the
proj ect, the flrm should not enter. This, however, requires subjective determination of the
probabilities of the likely risks. Firmns with a lower degree of reputation exposure or a
greater risk tolerance wiIl choose to enter where others will not. Likewise, a firm's


