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Tracing Social Licence to Operate in the Mining Sector of Mongolia, 
Kazakhstan and Uzbekistan 

Gokce Mete*, Marina Yamamoto** and Gulzhan Kozhabayeva*** 

Abstract  

SLO is an integral and powerful lens of framing trust between the industries and the public. This 
informal license is critical in acknowledging the active role of the people and communities towards 
offering acceptance and approval of how industries conduct their business. In recent years, there 
have been improvements in companies’ awareness and mitigation of social and environmental 
impacts. There are examples of better engagement between companies, governments and civil 
society to ensure extractive activities contribute to national and local development objectives. 
There are ample studies covering Africa and Latin America, but little has been written on SLO in 
Central Asia. As SLO goes beyond the strictly legal requirements of a license, it is not always 
difficult to trace its implementation in practice. This paper is an attempt to trace SLO in Central 
Asia using the mining sector in Kazakhstan, Uzbekistan and Mongolia as a case study. In this 
paper, we identify SLO principles as sustainable development, corporate social responsibility and 
environmental, social and governance, and use them to trace SLO practices in the mining sector 
of Kazakhstan, Uzbekistan and Mongolia.

1. Introduction  

All extractives companies need mining, exploration or oil production licenses to operate. Today, 
a formal license is not enough for mining companies to operate, however. They must also obtain 
a social-trust licence. This concept is now new. The term “social license to operate” (SLO) 
emerged in 1997 at a World Bank meeting and widely spread within industry literature in a short 
time.1 It came as a response to the reported industry failures and disputes with local communities 
in the 1990s, which affected the industry’s reputation in a negative way.2 The harmful impacts of 
mineral operations are felt by disadvantaged rural communities living in close proximity to 
production sites in all countries. No one wants an extractive company ruining the water, the soil 
or the air, and no one wants the presence of a company to fund conflict or inequality either. 
Communities shifted their anxiety into action, and this led to high financial costs for companies.3 
As discussed by other chapters in this issue, at present, SLO is not only an industrial term for the 

 
The views expressed in this paper are those of the authors and do not represent those of any other agency, organisation, 
employer or company. 
* Dr Gokce Mete, Head of the Knowledge Centre, International Energy Charter 
** Marina Yamamoto, Senior Coordinator of Corporate Development, Japan Oil, Gas and Metals National Corporation 

*** Gulzhan Kozhabayeva, Legal Manager, International Women in Mining 

1 Jim Cooney. (2017) Reflections on the 20th anniversary of the term ‘social licence’. Journal of Energy & Natural 
Resources Law 35:2, pages 197-200. 
2  Schloss, M. (2002). Transparency, governance and government in the management of mineral wealth. World Mines 
Ministries Forum. Toronto, Canada. 
3 Davis, R. and Franks, D.M. (2011). The costs of conflict with local communities in the extractive industry. 
Proceedings of the First SRMining Conference, 19-21 October, Santiago, Chile. 
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extractives sector but also used in the context of social impacts of energy production, agriculture 
and forestry.4 But what is an SLO and how does a company get and maintain one? 

In principle, no government ministry can issue a social licence to operate. Rather, it refers to social 
acceptance by local communities and stakeholders that a project has the right to operate and 
continue operating. Obtaining a social license to operate is an increasingly pressing issue for 
companies, governments and sector stakeholders. 5  It implies that operations secure informal 
consent from affected local communities and stakeholders and may take different forms, including 
informal agreements or unwritten social contracts between companies and communities.6 This 
consent should be maintained by the companies, which requires them to implement their 
commitments in a consistent and uninterrupted manner to hold the trust.7 

In academia, SLO has been associated with the exercise of justice in the extractive industry by 
application of distributional, procedural, recognition and restorative justice.8 From the outset, SLO 
can also be perceived as an accountability mechanism as the key components of SLO are 
legitimacy, credibility and trust. However, normative principles of SLO go beyond accountability 
and include sustainable development, corporate social responsibility and environmental social 
governance. It is important to point out that SLO is not anti-business. On the opposite, its main 
goal is to support inclusive economic growth that mitigates the social and environmental impacts 
of extractive activities.9 

In recent years, there have been improvements in companies’ awareness and mitigation of social 
and environmental impacts. There are examples of better engagement between companies, 
governments and civil society to ensure extractive activities contribute to national and local 
development objectives.10 There are ample studies covering Africa and Latin America, but little 
has been written on SLO in Central Asia. As SLO goes beyond the strictly legal requirements of a 
license, it is not always difficult to trace its implementation in practice. This paper is an attempt to 
trace SLO in Central Asia using the mining sector in Kazakhstan, Uzbekistan and Mongolia as a case study.  

 
4 Moffat, K., Lacey, J., Zhang, A., Leipold, S., 2016. The Social Licence to Operate: a critical review. Forestry 89 (5), 
477–488. See also Górski J., Trenorden C., 2018. Regulatory Framework on Environmental Impacts and Community 
Acceptance of Shale Gas. ShaleXenvironmenT Horizon 2020 project H2020-LCE-2014-1 Grant agreement No. 
640979, 10.13140/RG.2.2.20135.85921, deliverable D.11.1 (24 May 2018); Górski J., Trenorden C. 2020. Social 
License to Operate (SLO) in the Shale Sector: A Contextual Study of the European Union. OGEL 18 (1), 1-121. 
5  Nicolas Maennling. '7 Trends that will Shape Mining’ (2019), Pulse available at: 
https://www.linkedin.com/pulse/seven-drivers-shape-mining-metals-sector-nicolas-maennling/. 
6 Drafted by Dr Gokce Mete, Issue 26 of the Extractives Hub Newsletter, the Extract features five facts you need to 
know about social licence to operate, available at: https://www.extractiveshub.org/resource/view/id/10122.  
7  Nielsen, A.E., 2013. License to operate. In: Idowu, S.O., Capaldi, N., Liangrong, Z., Das 
Gupta, A. (Eds.), Encyclopedia of Corporate Social Responsibility. Springer, Berlin, 
1585–1591. 
8 Raphael J. Heffron, et al. ‘The emergence of the ‘social licence to operate’ in the extractive industries?’ (2018) 0301-
4207 Resources Policy. 
9 Raphael J. Heffron, et al. ‘The emergence of the ‘social licence to operate’ in the extractive industries?’ (2018) 0301-
4207 Resources Policy. 
10 The Extractives Hub has more than 70 resources on EIAs around the world and on management of social impact by 
extractives companies. 
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2. Principles of SLO 

SLO is an integral and powerful lens of framing trust between the industries and the public. This 
informal license is critical in acknowledging the active role of the people and communities towards 
offering acceptance and approval of how industries conduct their business. Communities may 
withdraw their consent when SLO principles are not fulfilled, which may raise obstacles that can 
hinder the operations of mining companies and even lead to project cancellations.11 In this paper, 
we identify SLO principles as sustainable development, corporate social responsibility and 
environmental, social and governance, and use them to trace SLO practices in the mining sector 
of Kazakhstan, Uzbekistan and Mongolia. 

3. Sustainable Development  

The 2030 Agenda for Sustainable Development and the Sustainable Development Goals (SDGs)12 
builds on the experience of the Millennium Declaration and Millennium Development Goals 
(MDGs)13, which expired at the end of 2015. It represents the global action plan for social 
inclusion, environmental sustainability and economic development. The mining sector offers 
substantial opportunities to achieve the objectives of SDGs. Managed well it can create jobs, spur 
innovation and bring investment and infrastructure. However, it also carries some of the highest 
risks as exploration and extractive activities often take place in remote, ecologically sensitive and 
less-developed areas of the world. If managed poorly, it can exacerbate environmental degradation, 
displace communities, increase inequality and lead to conflict.14 

The core components of SLO such as reinforcement of access to information, public participation 
and access to justice work towards ensuring that the mining sector contributes to SDGs and 
transforming the world towards vision 2030.15 Achieving SDGs will involve collaboration and 
cooperation between governments, private sectors, and communities. 16  The SDGs require 
governments to integrate environmental and human rights standards into extractive sector 
regulatory and policy frameworks.17 Governments of mineral producing countries also have a 
responsibility to ensure that mining companies meet the SDGs, while the civil society and private 
organizations are critical in ensuring the implementation of the governments' commitments. The 
UN encourages mining companies of all sizes to collaborate with stakeholders locally and 

 
11 Raphael J. Heffron, et al. ‘The emergence of the ‘social licence to operate’ in the extractive industries?’ (2018) 
0301-4207 Resources Policy. 
12  More information on Sustainable Development Goals (SDGs) is available at: 
https://sustainabledevelopment.un.org/sdgs. 
13  More information on the Millennium Development Goals (MDGs) is available at: 
https://www.un.org/millenniumgoals/.  
14 Mapping Mining to the Sustainable Development Goals: An Atlas (2016), United Nations Development Programme, 
World Economic Forum, Columbia Center on Sustainable Investment available at: 
https://www.undp.org/content/dam/undp/library/Sustainable%20Development/Extractives/Mapping_Mining_SDGs
_An_Atlas_Executive_Summary_FINAL.pdf. 
15 UNDP Bangkok Regional Hub and Poverty-Environment Initiative Asia-Pacific of UNDP and UN Environment. 
‘Managing mining for sustainable development’. (April 2018). 
16 UNDP ‘Extracting Good Practices: A Guide for Governments and Partners to Integrate Environment and Human 
Rights into the Governance of the Mining Sector’. (2018) 
17 David Jijelava and Frank Vanclay. ‘Legitimacy, credibility and trust as the key components of a social licence to 
operate: An analysis of BP's projects in Georgia.’ (2017) 140 Journal of Cleaner Production: 1077-1086. 
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nationally to improve their corporate governance and to identify joint SDG priorities and 
collectively define potential coordinated responses to the SDGs in the local context.18 

In academia, the contribution of the mining sector to sustainable development and poverty 
reduction is disputed.19 SLO, in particular, may present certain limitations to achieving SDGs as 
the challenges on the ground may be beyond the capability of a mining company alone.20 However, 
the companies have the opportunity to enable and lead multi-stakeholder dialogue and coordinate 
localised solutions covering not only the mining sector but other segments of the economy with 
harmful environmental and social impacts.21 

4. Corporate Social Responsibility (CSR) 

SLO has evolved from broader concepts of CSR and social acceptability. An increasing group of 
companies are adopting SLO as part of their CSR strategy.22 CSR is even an older notion that dates 
back to the 1950s.23 When incorporated into the management of the business, it requires companies 
to have far-reaching objectives than profit maximisation. Over the past 50 years, CSR has evolved 
and became a global concept with larger demands from the corporations for responsible 
management of environment, society and other groups of interest. Today. It can be described as 
self-regulation, although it is becoming less and less voluntary as it gains political support from 
states. 

CSR is a commitment of a company to act in a way that leads to positive impacts for society and 
the environment, while the act of obtaining positive perception from the society is the SLO.24 
Strictly speaking, social acceptance is also different than SLO as the latter sets a higher bar and 
the community should not only consent but holistically engage with the project and have access to 
critical information to assess the project. 

There is also a difference between Indigenous peoples’ rights and the concept of Free, Prior and 
Informed Consent (FPIC)25 and SLO. FPIC recognizes indigenous peoples’ inherent and prior 

 
18 UNDP, IFC, IPIECA and CCSI.” Mapping the Oil and Gas Industry to The Sustainable Development Goals: An 
Atlas”. (2017) available at: https://www.undp.org/content/undp/en/home/librarypage/poverty-reduction/mapping-the-
oil-and-gas-industry-to-the-sdgs--an-atlas.html.  
19 Marieke E. Meesters and Jelle H. Behagel. The Social Licence to Operate: Ambiguities and the neutralization of 
harm in Mongolia. Resources Policy 53 (2017) 274–282 
20 John R. Owen and Deanna Kemp. ‘Social licence and mining: A critical perspective’ (2013). Resources Policy 38 
(2013) 29–35 
21 UNDP Bangkok Regional Hub and Poverty-Environment Initiative Asia-Pacific of UNDP and UN Environment. 
“Managing mining for sustainable development”. (April 2018). 
22 Emma Wilson. What is the social licence to operate? Local perceptions of oil and gas projects in Russia’s Komi 
Republic and Sakhalin Island. The Extractive Industries and Society 3 (2016) 73–81 
23 Developments in the Concept of Corporate Social Responsibility (CSR), United Nations Economic and Social 
Commission for Asia and the Pacific (2012) available at: 
https://www.unescap.org/sites/default/files/6%20-%20Chapter%20II_Developments%20in%20the%20concept%20o
f%20CSR_0.pdf. 
24 Bickford, N.; Smith, L.; Bickford, S.; Bice, M.R.; Ranglack, A.D.H. Evaluating the Role of CSR and SLO in 
Ecotourism: Collaboration for Economic and Environmental Sustainability of Arctic Resources. Resources 2017, 6, 
21. 
25 UN General Assembly, United Nations Declaration on the Rights of Indigenous Peoples: resolution / adopted by 
the General Assembly, 2 October 2007, A/RES/61/295. 
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rights to their lands and resources and respects their legitimate authority to require that third parties 
enter into an equal and respectful relationship with them, based on the principle of informed 
consent. FPIC too forms an integral part of CSR management and both concepts are aimed to limit 
harmful impact of private sector activities on environment and society, but unlike in FPIC, there 
is often no defined group to obtain acceptance in the case of SLO, and companies may not be 
required to obtain concept of the whole community but a segment of it. 

SLO embeds the CSR principle, but it goes beyond the need for an organisation to act lawfully, 
ethically and in a socially responsible manner. At the same time, it is more targeted than CSR 
practices as it can be an enabler of compliance with ethics, labour practices and sustainability 
requirements and help localise responsibilities of a company.26 For the companies, obtaining SLO 
as part of CSR management could help them raise their profits. In the oil and gas sector, for 
instance, Royal/Dutch Shell, Chevron Texaco, and the Philippine National Oil Company were all 
transparent about their plans to develop an operation to extract natural gas off the coast of Palawan 
Island in the Philippines and implement the Malampaya Deep Water Gas-to-Power Project. This 
was believed to be the first project in the Philippines to actively undertake a community consent 
process as part of its Environmental Impact Study (EIS) on a voluntary basis, and Shell noted that 
“the incremental costs of securing community consent during planning and implementation 
produced significant quantifiable benefits—particularly insofar as it allowed the company to 
complete the project ahead of schedule.”27 

5. Environmental, Social and Governance (ESG) 

The third principle of SLO is ESG which are a set of standards for a company’s operations that 
socially conscious investors use to screen potential investments. It is a requirement of responsible 
investment and enables companies to manage risk better and generate sustainable, long-term 
returns. ESG factors are non-exhaustive and may evolve over time. The environmental standards 
generally include climate change (i.e. carbon footprint) and energy transition risk, resource 
depletion (i.e. water), waste and pollution, oil spills and contamination, and deforestation. Social 
factors involve working conditions including modern slavery and child labour, conflict avoidance 
welfare of local communities and indigenous people, health and safety, environmental protection, 
gender and diversity, and job creation. Governance issues relate to bribery and corruption, political 
lobbying, illegal behaviour, board diversity and structure, taxation, executive pay, shareholder 
rights and audits. 

ESG is also not a new concept, but it has gained importance in the last decade as a result of efforts 
of international institutions such as the International Corporate Governance Network (ICGN)28, 

 
26 Morrison, J., 2014. The Social Licence: How to Keep Your Organisation Legitimate. Palgrave Macmillan, UK. 
27  More information on the Malampaya Deep Water Gas-to-Power Project (Malampaya) is available at: 
https://sarpn.org/documents/d0002569/7-WRI_Community_dev_May2007.pdf.  
28 International Corporate Governance Network was established in 1995 as an investor-led organisation, and its 
mission is to promote effective standards of corporate governance and investor stewardship to advance efficient 
markets and sustainable economies world-wide. More information available via: https://www.icgn.org/.  



6 
 

United Nations Environmental Program Finance Initiatives (UNEP FI), 29  United Nations 
Principles of Responsible Investment (UN PRI)30 and Carbon Disclosure Project (CDP).31 

SLO has been added as a fourth type of business impact to ECG factors and, due to public opinion, 
it is widely considered intangible and material to company financial performance. SLO helps 
communities voice their concerns on social, environmental and governance-related challenges. It 
is no secret that many mining companies are suffering reputational damage due to pollution and 
other health and safety hazards to the community including misplacement.32 The extractives sector 
is also prone to corruption and bribery due to high profits involved. By incorporating SLO into 
their ESG standards, mining companies could demonstrate their willingness to work towards 
mitigating social and environmental harm and obtain legitimacy. Community agreements between 
governments and affected populations could address the complexity of ESG and SLO procedures. 
In this paper, we will trace ESG practices of companies operating in the mining sector in the 
countries studies as part of our principles approached to identifying the existence of SLO. 

6. Overview of SLO in the Mining Sector  

In most of the developing world, exploration activities are actively carried out by junior mining 
companies. These companies may identify a resource, prove it and sell it on to large-scale mining 
companies, sometimes leaving a ‘legacy’ of community expectations. Due diligence on 
community relations of junior mining companies is often limited compared to the evaluation of 
geological assets of them hence tends to be insufficient. There is also less scrutiny on corruption. 
In an industry webinar hosted by Anglo American, when asked about the biggest challenges they 
face during the exploration, feasibility and construction stages of a mining project, 74% thought 
that would be ‘managing community expectations.’ They noted that 

“when you experience unrealistic expectations from the community, it could be a sign of 
unsuccessful engagement or an over-saturation of grant-funding. It’s important that the 
project is viewed as a partnership where you work closely with local organisations, 
businesses and government. If you don’t connect your socio-economic activities directly 
with local stakeholder priorities and business milestones, you are going to be in trouble.”33 

 
29 United Nations Environment Programme – Finance Initiative (UNEP FI) is a partnership between United Nations 
Environment and the global financial sector created in the wake of the 1992 Earth Summit with a mission to promote 
sustainable finance. More than 240 financial institutions, including banks, insurers, and investors, work with UN 
Environment to understand today’s environmental, social and governance challenges, why they matter to finance, and 
how to actively participate in addressing them. More information is available via: https://www.unepfi.org/.  
30 The United Nations-supported Principles for Responsible Investment is an international network of investors 
working together to put the six principles into practice. These can be accessed at: https://www.unpri.org/pri/what-are-
the-principles-for-responsible-investment.   
31 The CDP is an organisation based in the United Kingdom which supports companies and cities to disclose the 
environmental impact of major corporations. More information available via: https://www.cdp.net/en. 
32 UNDP Bangkok Regional Hub and Poverty-Environment Initiative Asia-Pacific of UNDP and UN Environment. 
“Managing mining for sustainable development”. (April 2018). p 27 
33  What are the key social challenges of a mine-lifecycle, Anglo American webinar (2015) available at: 
https://www.angloamerican.com/about-us/our-stories/what-are-the-key-social-challenges-during-a-mining-projects-
lifecycle 
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It could be partly due to the uncertainty of the financial performance of the industry, which may 
lead to acting irresponsibly.34 There are, of course, high-quality juniors and investors out there but 
attracting high-quality investors requires good governance standards. Government officials are 
generally under-resourced, and there is often little guidance from the regulations on the measures 
to identify and address social concerns. One of the main challenges in establishing an SLO across 
the world has been identified as the difficulty to establish what an SLO entrails.35 Therefore, some 
non-regulatory means have been developed to make extractive companies accountable for their 
actions. As CSR, SDGs and ESG are easier to track and trace, CSR and ESG via reports and SDGs 
due to increased global attention on stakeholders’ commitments, we will use these principles to 
distil existence of SLO obtaining practices in the mining sector of three countries in Central Asia. 

7. Mining in Mongolia, Kazakhstan and Uzbekistan 

Mongolia, Kazakhstan and Uzbekistan are all among the top 20 mining-dependent countries in the 
world and continue to rely on their natural resources for as the primary driver of economic 
activity.36   On the other hand, in all these countries, there are impediments to sustainable mining. 
Mining activities threaten their fragile environmental balance. Many of these environmental 
concerns are centred on radiation, waste and water. Significant forest decline is adding more 
constraints to water and food supply. These environmental impacts on public health are rarely 
assessed and monitored. Central Asia has also been facing a high risk of corruption,37 and there is 
generally little transparency on how mining deals are conducted. The economic benefits from the 
mining sector are yet to be translated into societal benefits. Public participation is often restricted 
to scientific studies. There have also been past negative legacies of the mining activities. The 
global movement towards sustainable business and open governments and involvement of 
international institutions, however, is making an impact towards good governance and 
inclusiveness in the region. This paper uncovers the elements of SLO in through its primary 
principles by focusing on the mining sector in three countries Kazakhstan, Uzbekistan and 
Mongolia. The case includes the evaluation of reserves, investment frameworks, civic engagement, 
regulations in Environmental and Social Impact Assessments and CSR practices. 

8. Case Example 1: Mongolia 

The concept of SLO, an unwritten acceptance from local people and the general public,38 is not 
officially referred to in any official policy in Mongolia. However, the Government has put in place 

 
34 Hevina S. Dashwood, ‘Sustainable Development and Industry Self-Regulation: Developments in the Global Mining 
Sector’ (2014) 53 Business & Society: 551–582    
35 David Jijelava and Frank Vanclay. ‘Legitimacy, credibility and trust as the key components of a social licence to 
operate: An analysis of BP's projects in Georgia.’ (2017) 140 Journal of Cleaner Production: 1077-1086. 
36  International Council on Mining and Metals (ICMM) Mining Contribution Index2018 available at:  
https://www.icmm.com/en-gb/society-and-the-economy/role-of-mining-in-national-economies/mining-contribution-
index. 
37  Central Asia is the second lowest scoring region in the Corruption Perception Index 2018 of Transparency 
International, ahead of Sub-Saharan Africa, data available via: https://www.transparency.org/cpi2018.  
38 William P. Smith, Understanding The “Social License To Operate”: The Case Of Barrick Mining And The Pascua 
Lama Project, Proceedings of the 2010 IABS Conference (2010) 227; Jason Prno and D. Scott Scolombe, Exploring 
the origins of ‘social license to operate’ in the mining sector: Perspectives from governance and sustainability theories, 
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efforts to take into account the considerations of local communities with regards to mining 
activities since the mid-2000s. Mongolia is one of the few developing countries which oblige 
investors to conclude agreements with local municipalities regarding environmental protection and 
social and economic development under its 2006 Minerals Law.39 As per this legislative scheme, 
the local people have an opportunity to express their opinions on the mineral activities to be 
conducted in their lands and could obtain direct benefits from mineral investments. These Local 
Level Agreements (LLAs) are similar to the community development agreements used in other 
jurisdictions such as in Australia and Canada40 (although these agreements with the indigenous 
communities are regarded as private agreements in Australia and Canada). It has been argued by 
scholars that these cooperation agreements could be considered more effective than the SLO 
concept which has been criticised for its ambiguity due to lack of clear criteria and standards to 
obtain one.41 It was contemplated as a risk for companies as they would not be sure about what is 
a ‘social licence’ that goes beyond the legal requirements.42 The LLAs would, on the other hand, 
according to these scholars, give tangibility to this uncertainty by formulating a written contract 
between local governments and companies.43 

This section will trace SLO in Mongolia with an analysis of the evolution of the legislative 
developments since the 1990s and a case example of Oyu Tolgoi, the largest copper mine in the 
country. 

8.1. Resources 

Mongolia has abundant mineral resources of copper, gold, uranium, fluorspar and coal.44 Mongolia 
has a large unexplored resource base with a significant number of deposits other than Oyu Tolgoi 

 
Resources Policy 37 (2012) 346-347 ; Chilenye Nwapi, Can the Concept of Social Licence to Operate Find Its Way 
into the Formal Legal System : Based on Papers from the 2015 Law and Society Association of Australia and New 
Zealand (LSAANZ) Conference’ (2016) 18 Flinders Law Journal, 349; Raphael J. Heffron, et al. ‘The emergence of 
the ‘social licence to operate’ in the extractive industries?’ (2018) 0301-4207 Resources Policy. 
39  The translation of the Law of Mongolia on Minerals (2016) is available at: 
http://www.eisourcebook.org/cms/February%202016/Mongolia%20Law%20on%20Minerals_Articles%201-
14_Translation_Eng_Eegii.pdf. 
40 Chilenye Nwapi, Can the Concept of Social Licence to Operate Find Its Way into the Formal Legal System: Based 
on Papers from the 2015 Law and Society Association of Australia and New Zealand (LSAANZ) Conference’ (2016) 
18 Flinders Law Journal, 361 
41 Marieke E. Meesters and Jelle H. Behagel. The Social Licence to Operate: Ambiguities and the neutralization of 
harm in Mongolia. Resources Policy 53 (2017) 274-282; John R. Owen and Deanna Kemp. ‘Social licence and mining: 
A critical perspective’ (2013). Resources Policy 38 (2013) 29-35 
42 Dwight G Newman, ‘Be Careful What You Wish For: Why Some Versions of “Social Licence” Are Unlicensed 
and May Be Anti-Social’ (Social Science Research Network 2014) SSRN Scholarly Paper ID 2619824 3 available at: 
https://papers.ssrn.com/abstract=2619824 ; Chilenye Nwapi, ‘Can the Concept of Social Licence to Operate Find Its 
Way into the Formal Legal System Special Issue: Based on Papers from the 2015 Law and Society Association of 
Australia and New Zealand (LSAANZ) Conference’ (2016) 18 Flinders Law Journal 349, 358. 
43 John R Owen and Deanna Kemp, ‘Social Licence and Mining: A Critical Perspective’ (2013) 38 Resources Policy 
2 9available at:  http://www.sciencedirect.com/science/article/pii/S0301420712000529. 
44 Meralis Plaza-Toledo, ‘The Mineral Industry of Mongolia’ [2015] Minerals Yearbook, US Geological Survey. 
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and Tavan Tolgoi fields. Therefore, the country attracts a number of risk-averse exploration 
companies.45 

The mining industry accounted for 20 % of the GDP in Mongolia in 2015.46 In particular, copper 
mining brings significant revenues for the government since the commencement of production in 
Oyu Tolgoi. It contributed to 78.8% of export values in 2015.47 

8.2. Regulatory Framework 

The modern legal regime in Mongolia is based on civil law affected by German and Soviet 
systems.48 The 1990 Democratic Revolution of Mongolia, following the dissolution of the former 
Soviet Union, instigated a move from socialist policy to capitalism with the introduction of new 
national strategies to attract domestic and foreign investment.49 During the period between 1990 
and 2014 there this new regime was introduced which partially coincided with a commodity boom. 
The Oyu Tolgoi project was discovered amid this boom in 1998. The deposit was so significant 
for Mongolia that the formulation and later amendments of the majority of the mineral-related 
legislation in Mongolia were influenced by the experience and relied on the prospects of the 
project.50 

The ruling party MPRP (Mongolian People's Revolutionary Party), international organisations, 
such as International Monetary Fund, World Bank, national financial institutions and NGOs have 
all been progressively involved in codification efforts during this period,51 which included drafting 
of many key legislations relevant for the mining sector. The Constitution of Mongolia was drafted 
in 1992,52 followed by the passage of Land Law in 1994.53 The initial Law on Minerals was 
adopted in 1994 and subsequent amendment in 1997. 

The 1997 Law on Minerals created an environment that was conducive to investment as it included 
several favourable clauses for foreign investments, thereby attracting exploration companies from 
Canada, Australia and China. The commodity boom started in the early 2000s enabled Mongolia 

 
45 Barbara Lewis, Barbara Lewis, ‘As Copper Booms, Miners Take Hunt to Mongolian Dunes’ Reuters (13 March 
2018) available at: https://www.reuters.com/article/us-mongolia-mining-insight-idUSKCN1GP0LC. 
46 R Muff and others, ‘Annual Bulletin of Mining and Geology, Mongolia 2016’ [2016] Mineral Resources Authority 
of Mongolia 56. 
47 R Muff and others, ‘Annual Bulletin of Mining and Geology, Mongolia 2016’ [2016] Mineral Resources Authority 
of Mongolia 56. 
48 Amarsanaa Batbold, ‘Law and Policy on Mineral Resources in Mongolia: Seeking Inescapable Stability’ in Mitsuo 
Matsushita and Thomas J Schoenbaum (eds), Emerging Issues in Sustainable Development: International Trade Law 
and Policy Relating to Natural Resources, Energy, and the Environment (Springer Japan 2016) 43; Central Intelligence 
Agency, US, ‘Mongolia’ (The World Factbook, 29 January 2019) available at 
https://www.cia.gov/library/publications/the-world-factbook/geos/mg.html.  
49 Sara L Jackson, ‘Imagining the Mineral Nation: Contested Nation-Building in Mongolia’ (2015) 43 Nationalities 
Paper. 
50 Morris Rossabi, ‘Mongolia: Transmogrification of a Communist Party’ (2009) 82 Pacific Affairs available at: 
https://www.ingentaconnect.com/content/paaf/paaf/2009/00000082/00000002/art00003. 
51 Morris Rossabi, ‘Mongolia: Transmogrification of a Communist Party’ (2009) 82 Pacific Affairs available at: 
https://www.ingentaconnect.com/content/paaf/paaf/2009/00000082/00000002/art00003.  
52 Constitution of Mongolia of January 13, 1992. 
53 Tumenbayar Nyamaa, ‘Land Privatization Option for Mongolia’, Constituting the Commons: Crafting Sustainable 
Commons in the New Millennium (Indiana University 2000) 2 http://hdl.handle.net/10535/133. 
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to receive considerable revenues from mineral extraction activities. However, this has resulted in 
significant social and environmental damage in the country due to the overexploitation of its 
minerals.54 The World Bank reported that there were no adequate EIA studies, and the social 
impacts were not regulated due to a lack of capacity on the Government side. 55  The rapid 
transformation of the mining sector also brought considerable corruption challenges.56 In response 
to these socio-economic impacts, International organisation and NGOs took an active role to make 
the State take measures for mitigating these problems and redistributing the benefits from mining 
to the local municipalities and communities. The intense pressure from international organisations 
and the civil society resulted in frequent amendments to the mineral law and related legislation in 
Mongolia.57 

The 2006 Mineral Law, therefore, reflected some of the considerations of the NGOs by requiring 
LLAs.58 At the same time, a high rate windfall tax was introduced in order to promote the mining 
companies to smelt and refine raw materials within the country.59 In 2009, the Law “to prohibit 
mineral exploration and mining operations at headwaters of rivers, water protection zones and 
forested areas” was adopted with the efforts of the representatives of local communities severely 
affected by gold mining.60 

Furthermore, Mongolia adopted the Fiscal Stability Law in 2010 to ensure fiscal sustainability and 
stability against the dependence on highly volatile revenues from mineral exports and avoiding 
boom-bust.61 Figure 1 below shows the price cycle of copper during 1990-2018. 

  

 
54 Jeffrey Reeves, ‘Resources, Sovereignty, and Governance: Can Mongolia Avoid the “Resource Curse”?’ (2011) 19 
Asian Journal of Political Science. 
55  World Bank, 2006. A Review of Environmental and Social Impacts in the Mining Sector, Washington, DC: The 
World Bank. (Mongolian). 
56 OECD, Anti-Corruption Reforms in Mongolia: Joint First and Second Rounds of Monitoring of the Istanbul Anti-
Corruption Action Plan, 2015 available at: http://www.oecd.org/corruption/acn/Mongolia-Round-3-Monitoring-
Report-ENG.pdf.  
57 Byambajav Dalaibuyan, ‘Mining, “Social License” and Local-Level Agreements in Mongolia’, Proceedings from 
the International Conference on Perspectives on the Development of Energy and Mineral Resources Hawaiʻi, 
Mongolia and Germany (2015) 5 available at: 
https://www.researchgate.net/profile/Byambajav_Dalaibuyan2/publication/303062239_Mining_social_license_and_
local_level_agreements_in_Mongolia/links/5736795e08ae298602e0a7f7.pdf; Byambajav Dalaibuyan, Local Level 
Agreements in Mongolia’s Resource Sector: Lessons Learned and the Way Forward, Natural Resource Governance 
Institute, 2017, available at: https://resourcegovernance.org/sites/default/files/documents/nrgi-mongolia-agreement-
briefing-english.pdf. 
58 The Minerals Law of Mongolia (Amended Law) 2006. 
59 However, it was repealed in 2009 and demolished in 2011 due to opposition from mining companies. Publish What 
You Pay pointed out that the windfall tax scheme was poorly designed (see Frian Aarsnes and Olav Lundstøl, The 
Case for Windfall Taxes: A Guide to Optimal Resource Taxation (Publish What You Pay Norway 2013) available at: 
https://www.publishwhatyoupay.no/sites/all/files/Download%20-%20English_4.pdf.  
60 Mongolian 2009 Law to prohibit mineral exploration and mining operations at headwaters of rivers, protected zones 
of water reservoirs and forested areas can be accessed at: http://www.fao.org/faolex/results/details/en/c/LEX-
FAOC169787.  
61  Andrew Bauer and others, ‘Fiscal Sustainability in Mongolia’, Natural Resource Governance Institute 2017 
available at:  https://resourcegovernance.org/sites/default/files/documents/fiscal-sustainability-in-mongolia.pdf.  
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Figure 1 Historical Copper Price (1990-2018) 

 

Source: Author’s work based on the data from the London Metal Exchange 

The Government passed a new law of Regulation of Foreign Investments in the Economic Sectors 
of Strategic Importance in 2012 increasing the State’s control in the mineral projects to obtain 
more benefits from mining. Nevertheless, these have resulted in further strains on the government 
budget and increased inflation.62 The frequent legislative changes that aimed to improve the socio-
economic conditions of mining had a downward impact on foreign investments. In 2014, the 
Government, once again, amended several laws to liberalise the minerals sector and to reduce the 
procedural and administrative burden on obtaining mineral rights and licenses.63 Table 1 below 
lists the main legislation related to mining in Mongolia. 

  

 
62 Amarsanaa Batbold, ‘Law and Policy on Mineral Resources in Mongolia: Seeking Inescapable Stability’ in Mitsuo 
Matsushita and Thomas J Schoenbaum (eds), Emerging Issues in Sustainable Development: International Trade Law 
and Policy Relating to Natural Resources, Energy, and the Environment (Springer Japan 2016) 43; Central Intelligence 
Agency, US, ‘Mongolia’ (The World Factbook, 29 January 2019) available at: 
https://www.cia.gov/library/publications/the-world-factbook/geos/mg.html.  
63  Ch. Otgochuluu, ‘Mongolia’s State Policy on the Minerals Sector and Its Application in the Promotion of 
Sustainable Development’ (EBRD 2016) available at: www.ebrd.com/news/publications/newsletters/law-in-
transition-2016.html.  
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Table 1. Legislation Related to Mining in Mongolia 
 
Foundation • Constitution of Mongolia (1992, amended 2001)  

• Investment Law (2013) 
• Law on Licensing of Mongolia (2001) 
• Civil Code (2002) 
• Law of Mongolia on Subsoil (1989) 
• Minerals Law of Mongolia (2006, Amended 2014) 

Governance • Law of Mongolia on State Supervision and Inspection (2003)  
• General Administrative Law (2016) Property 
• Law of Mongolia on Land (2002) 

Fiscal • Fiscal Stability Law (2010) 
• General Law of Taxation (2008) 
• Integrated Budget Law (2011) 

Environmental • Environmental Protection Law of Mongolia (1995)  
• Law of Mongolia on Environmental Impact Assessment (2012)  
• Law on Prohibition of Mineral Exploration and Mining Activities in areas 

in the Headwaters of Rivers, Protected Water Reservoir Zones and Forested 
Areas (“Long Named Law” 2009) 

• Law for Soil Protection and Prevention of Desertification (2012) 
Social • Law on Information Transparency and Right to Information (2011)  

• Law of Mongolia on Hygiene (2016) 
• Law on Regulating Public and Private Interests in Public Service and 

Preventing Conflicts of Interest (2012) 
• Law on the Protection of Cultural Heritage (2014) 
• Model Agreement on Issues of Environmental Protection, Mine 

Exploitation, and Infrastructure Development in Relation to Mine Site 
Development and Jobs Creation (2016) 

 
Source: Author’s classification based on the information from the Intergovernmental Forum on 
Mining (IGF)64 

In 2014, a new State Minerals Policy for 2014-2025 was adopted with the objective of “providing 
national primary interests by developing conspicuous and responsible mining relied upon by the 
private sector.”65 It included the employment of the Mongolian National Development Policy 
based on the Millennium Development Goals (replaced by the 2015 Sustainable Development 
Goals).  

In addition, a new legislation a Model Agreement on Issues of Environmental Protection, Mine 
Exploitation, and Infrastructure Development in Relation to Mine Site Development and Jobs 

 
64  Kristi Disney Bruckner and Luke Danielson, ‘IGF Mining Policy Framework Assessment: Mongolia’ (IGF 2017) 
available at: https://www.iisd.org/sites/default/files/publications/mongolia-mining-policy-framework-assessment-
en.pdf.   
65 Kristi Disney Bruckner and Luke Danielson, ‘IGF Mining Policy Framework Assessment: Mongolia’ (IGF 2017) 
available at: https://www.iisd.org/sites/default/files/publications/mongolia-mining-policy-framework-assessment-
en.pdf.  
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Creation was adopted in 2016 in order to provide the minimum standard for LLAs, enhance 
transparency and ensure their implementation. The adoption of the Model Agreement was also 
driven by the tenacious efforts of the civil society.66 

8.3. Civic Engagement 

Since the mid-1980s, the mining industry has faced growing the number of social and 
environmental disputes worldwide.67 The problems arising led to the rise of the power of the civil 
society and local communities underpinned the principle of sustainable development and 
empowered them to halt and prevent disruptive impacts mineral activities in a considerable number 
of jurisdictions.68 Although this movement does not apply only to the field of mining, the sheer 
size of visible environmental and social impacts of mineral activities could be considered to have 
played a role in the proliferation of human rights, environment and responsible business 
regulations and guidelines to emerge in international law. 

In Mongolia, the existence of a vast copper deposit, Oyu Tolgoi has been a great concern for the 
local population as well as the Government because of its negative impacts on the land, agriculture, 
cattle and the natural habitat.69 The efforts of several international institutions such as the EITI and 
Natural Resource Governance Institute and NGOs have been highly influential.70 Mongolia’s 
participation in the EITI since 200771 has been a clear driver towards the involvement of civil 
society and resulted in the adoption of measures to increase transparency and accountability of the 
Government and companies regarding mining activities. 

8.4. SLO and Corporate Engagement in Practice—A Case Example of Oyu Tolgoi Project 

The Minerals Law of Mongolia obliges the Government agency to carry out prior consultations 
with the representative of the area, which could be impacted by the future activities of license 
applicants of exploration rights.72 Further, holders of mining rights have to conclude LLAs in 
terms of the environmental protection, exploitation of minerals, mining infrastructure and job-
creation with the local government.73 If the local municipalities representing communities do not 

 
66 Byambajav Dalaibuyan, ‘Local Level Agreements in Mongolia’s Resource Sector: Lessons Learned and the Way 
Forward’ (Natural Resource Governance Institute 2017) 3 available at: https://resourcegovernance.org/analysis-
tools/publications/local-level-agreements-mongolia-resource-sector-lessons-learned-english.  
67 Gavin Bridge, ‘CONTESTED TERRAIN: Mining and the Environment’ (2004) 29 Annual Review of Environment 
and Resources 205 available at: https://www.annualreviews.org/doi/10.1146/annurev.energy.28.011503.163434.  
68 Jason Prno and D Scott Slocombe, ‘Exploring the Origins of “Social License to Operate” in the Mining Sector: 
Perspectives from Governance and Sustainability Theories’ (2012) 37 Resources Policy 346 
http://linkinghub.elsevier.com/retrieve/pii/S0301420712000311.  
69 Holly R Barcus, ‘Contested Space, Contested Livelihoods: A Review of Mongolia’s Pastureland Management and 
Land-Tenure Reform’ (2018) 108 Geographical Review; New York available at: 
https://search.proquest.com/docview/1980695863/abstract/DA5D225135E04239PQ/1.  
70 Kristi Disney Bruckner and Luke Danielson, ‘IGF Mining Policy Framework Assessment: Mongolia’ (IGF 2017) 
https://www.iisd.org/sites/default/files/publications/mongolia-mining-policy-framework-assessment-en.pdf.    
71 EITI, ‘Mongolia’ (Extractive Industries Transparency Initiative) https://eiti.org/mongolia. Mongolia commenced 
the validation process in 2016 and validated in 2018. See also EITI, ‘Mongolia Validation 2018’ (Extractive Industries 
Transparency Initiative, 21 January 2018) https://eiti.org/document/mongolia-validation-2018.   
72 Minerals Law of Mongolia, Article 19. 
73 Minerals Law of Mongolia, Article 42. 
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consent to the mining activities of the companies, the investors cannot conclude these agreements. 
This means that mining companies have a direct and binding responsibility to contribute to the 
local economic and social development, not only through the central government but through their 
engagement with the local authorities. It can be regarded as a formalisation of SLO, beyond the 
principle of FPIC under the United Nations Declaration on the Rights of Indigenous Peoples 
(UNDRIP).74 The introduction of LLAs in Mongolia in 2006 was a result of the civil society’s 
push75 to integrate the local communities in the decision-making process. 

One of the most famous practices of LLA in the country would be the Oyu Tolgoi project. A 
project company, Oyu Tolgoi LCC is owned by the government of Mongolia (33.5% ownership) 
and Turquoise Hill Resources (66% ownership). Rio Tinto owns 50.8% of Turquoise Hill 
Resources and manages the operation of Oyu Tolgoi on behalf of the owners. Rio Tinto is one of 
the largest companies in the minerals industry and committed to ensuring transparency, respect 
human rights, health safety and environmental standards, and to enhance the role of communities 
and civil societies. The company has disclosed 31 corporate policies on these issues. 76  The 
company acknowledges the importance of engagement with the local communities from early 
stages to help build trust among all the stakeholders and communities and to construct institutional 
capability. At Oyu Tolgoi, these early steps to an agreement included a Memorandum of 
Understanding between the Umnugobi province, Khanbogd district and Oyu Tolgoi Limited 
Liability Company (LLC) in April 2011 following the project’s investment agreement signed in 
2009 between the Government of Mongolia and investors (Ivanhoe Mines and Rio Tinto).77 It 
enabled the company to frame its vision before reaching an LLA subsequently. The early 
engagement focused on clarifying the arrangements for funding participation in the negotiations. 

The Investment Agreement established many commitments for Oyu Tolgoi to maintain its social 
‘licence to operate’, which included developing a Community Cooperation Agreement in 
partnership with Umnugobi authorities which was signed in 2015. 78  The entire process of 
finalising this LLA took around four years in total.79 The LLA was signed between Umnugobi 
Aimag (province) and its four soum (district)80 and Oyu Tolgoi LLC and confirms mutual interest 
and cooperation regarding the operation of the project and commitment to urban development in 
the affected local province. It includes the establishment of the Development Support Fund81 to 
support community-proposed projects towards sustainable development in the area and 

 
74 UN General Assembly, United Nations Declaration on the Rights of Indigenous Peoples: resolution / adopted by 
the General Assembly, 2 October 2007, A/RES/61/295. 
75 See Byambajav Dalaibuyan, Local Level Agreements in Mongolia’s Resource Sector: Lessons Learned and the 
Way Forward, Natural Resource Governance Institute, 2017, available at: 
https://resourcegovernance.org/sites/default/files/documents/nrgi-mongolia-agreement-briefing-english.pdf. 
76  Rio Tinto, ‘Publications & Policies’ (21 May 2018) available at: 
http://www.riotinto.com/ourcommitment/publications-policies-10273.aspx. 
77  The Investment Agreement is available at: 
https://www.ot.mn/media/ot/content/about_us/IA/Oyu_Tolgoi_IA_EN.pdf.  
78  The Cooperation Agreement is available at: 
https://www.ot.mn/media/ot/content/Agreements/1._Cooperetion_Agreement.pdf.  
79 Rio Tinto, ‘Why Agreements Matter: A Resource Guide for Integrating Agreements into Communities and Social 
Performance Work at Rio Tinto’ (2016) available via: https://www.commdev.org/publications/why-agreements-
matter/.  
80 Khanbogd Soum, Manlai Soum, Bayan-Ovoo Soum and Dalanzadgad Soum. 
81 The Cooperation Agreement, Article 8. 
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improvement of effectiveness and efficiency of the project. Oyu Tolgoi committed to providing 
US$5 million each year to this fund, and the LLA prescribed the management aspects of the fun 
including the establishment of various committees and boards for the efficient flow of information 
and inclusive governance. It also incorporates local procurement policy for goods and services.82 
Some of the thematic areas the communities want special attention include water management, 
environmental management, animal husbandry and pastureland, history, culture and tourism, basic 
social services, local business and procurement and infrastructure and capital projects.83 As a result 
of these commitments, Oyu Tolgoi LCC achieves over 90% of the national employee ratio, 76% 
of procurement expenditure for operation.84 This performance is available in both English and 
Mongolian for the sake of easier access to information for international and local stakeholders. 

8.5. The Existence of the Concept of SLO 

Despite the fact that there are is no official documents referring to SLO in Mongolia,85  the 
requirement to conclude LLAs can be regarded as de facto approval by the communities of the 
mining activities in question subject to mutually agreed conditions. This ‘formalisation' of SLO is 
attributed to the evolution of international human rights law and activism globally and the 
constructive pressure from International organisations and NGOs in Mongolia locally. 

This said, this conclusion may not be generalised to all mining activities in Mongolia and referred 
to as “exemplary” by some scholars.86 The abovementioned 2016 Model Agreement aims to 
promote the integration of benefits of mining into aimag (province) and soum (district) levels. 
However, the IGF Mining Policy Framework Assessment of Mongolia points out that, among other 
issues, there is still a lack of understanding for development and management regarding LLA for 
the sake of the local population and growing concerns on equal access to benefits from mining.87 
It indicates that the full realisation of SLO has yet to achieve in the country. 

 
82 Rio Tinto, ‘Why Agreements Matter: A Resource Guide for Integrating Agreements into Communities and Social 
Performance Work at Rio Tinto’ (2016) available via: https://www.commdev.org/publications/why-agreements-
matter/. 
83 Rio Tinto, ‘Why Agreements Matter: A Resource Guide for Integrating Agreements into Communities and Social 
Performance Work at Rio Tinto’ (2016) available via: https://www.commdev.org/publications/why-agreements-
matter/.  
84 T Koivurova and others, ‘“Social License to Operate”: A Relevant Term in Northern European Mining?’ (2015) 38 
Polar Geography 194. This study found that three of four countries in northern Europe (Norway, Finland, Russia and 
Sweden) did not use the term of SLO explicitly. 
85 T Koivurova and others, ‘“Social License to Operate”: A Relevant Term in Northern European Mining?’ (2015) 38 
Polar Geography 194. This study found that three of four countries in northern Europe (Norway, Finland, Russia and 
Sweden) did not use the term of SLO explicitly. 
86 ME Meesters and JH Behagel, ‘The Social Licence to Operate: Ambiguities and the Neutralization of Harm in 
Mongolia’ (2017) 53 Resources Policy.  
87 Kristi Disney Bruckner and Luke Danielson, ‘IGF Mining Policy Framework Assessment: Mongolia’ (IGF 2017) 
available at: https://www.iisd.org/sites/default/files/publications/mongolia-mining-policy-framework-assessment-
en.pdf.   
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9. Case Example 2: Kazakhstan 

9.1. Resources 

Kazakhstan has the largest oil reserves in the Caspian Sea region.88 It is a world leader in uranium 
production. It consistently ranks among the top 10 coal-producing countries and amongst the top 
20 countries for oil production.89 In 2015, it produced a diverse range of mineral commodities, it 
is the second-ranked producer of chromite and the fourth-ranked producer of titanium sponge. 
Additionally, it is also a significant producer of barite, bauxite, cadmium, magnesium metal, 
sulphur, and zinc. The mineral industry accounted for a significant share of the country’s GDP and 
export revenue.90 

9.2. Regulatory Framework 

Subsoil Code91 (2017) and Environmental Code92 (2007) are the cornerstones of regulating mining 
business activities in Kazakhstan. The Environmental Code provides two conditions for subsoil 
users: (1) providing the State with relevant project documentation and environmental permit (2) 
conducting an environmental impact assessment (EIA). All subsoil use license applicants must 
provide above these documents to be eligible to participate in tenders. 

Environmental legislation is the cornerstone of regulating mining business activities in 
Kazakhstan. Environmental Code (2007)93 is the first example of the codification of environmental 
legislation in the post-Soviet geopolitical area.94 In 2019 the Government of Kazakhstan approved 
a new draft of the Environmental Code,95 which was developed taking into account the experience 
of the OECD countries. One of the draft reforms is improved regulation of the polluter pays 
principle. 

Kazakhstan has also been a party to the Convention on Access to Information, Public Participation 
in Decision- Making and Access to Justice in Environmental Matters (Aarhus Convention) since 
2000.96 The Aarhus Convention has three key pillars that support procedural justice directly and 

 
88  Wilson, E and Van Alstine, J (2014) Localising transparency: exploring EITI's contribution to sustainable 
development. Report, International Institute for Environment and Development, London.  
89 The National Energy Report Kazenergy 2019 available at: http://www.kazenergy.com/en/analyst/783/. 
90 Elena Safirova, ‘The Mineral Industry of Kazakhstan’ [2015] Minerals Yearbook, US Geological Survey 
91 Subsoil Code of Kazakhstan (in English) (2017) available at: http://adilet.zan.kz/eng/docs/K1700000125      
92 Environmental Code of Kazakhstan (in English) (2007) available at: http://adilet.zan.kz/eng/docs/K070000212_ 
93 Environmental Code of Kazakhstan (in English) (2007) available at: http://adilet.zan.kz/eng/docs/K070000212_ 
94  UNECE Kazakhstan Environmental performance review  2019  
https://www.unece.org/fileadmin/DAM/env/epr/epr_studies/ECE_CEP_185_Eng.pdf.  
95  New Europe, Kazakhstan adopts new draft of Environmental Code, 24 December 2019 available at: 
https://www.neweurope.eu/article/kazakhstan-adopts-new-draft-of-environmental-code/. 
96  Environmental Performance Review of Kazakhstan 2019, United Nations Economic Commission for Europe 
available at: 
https://www.unece.org/fileadmin/DAM/env/epr/epr_studies/ECE_CEP_185_Eng.pdf. 
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indirectly facilitate the development of SLO: (1) information access; (2) public participation in 
decision-making processes; and (3) access to justice in environmental matters.97 

The reformed Subsoil Code aims at improving confidence among investors. The Code indicates 
an improvement of the regulatory framework for solid materials such as streamlining the licensing 
process. The new regulations in Kazakhstan made the EIA process as an integral part of mining 
contracts, which include providing veto rights to relevant authorities.98 The Environmental Code 
also requires public hearings as a part of environmental and social assessments, and refers to the 
principle of FPIC.99 The Subsoil Code and the Environmental Code are welcome developments 
towards SLO since they introduce environmental regulatory reforms as part of the licensing 
process. However, Subsoil Code does not provide elements for a framework for mining waste 
control as a way of addressing how to manage hazardous materials from the extraction of minerals. 
The Subsoil Code also sets Emission Limit Values, which allows operators to legally emit 
pollutants into the environment within certain limits. 

Other relevant legislation related to mining activities is listed below in Table 2. 

  

 
97 Raphael J. Heffron, et al. ‘The emergence of the ‘social licence to operate’ in the extractive industries?’ (2018) 
0301-4207 Resources Policy. 
98 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018). 
99 International Institute for Environment and Development. Transparency in extractive industry legislation 
Recommendations for Kazakhstan’s Code on Subsurface Use (2015). 
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Table. 2 Legislation related to mining activities in Kazakhstan 

Foundation • Constitution of Republic of Kazakhstan (1995) (amended in 2017) 
• Code "On Subsoil and Subsoil use" (adopted on December 27, 2017 and 

entered into the force on June 29, 2018) 
• Civil Code of the Republic Kazakhstan (1994) 

Governance • Code on Administrative infractions (2014) 
• Rules for the purchasing (procurement) by subsoil users and their 

contractors of goods, works and services used in conducting operations for 
the extraction of solid minerals (2018) 

• National Security Act (2018) 
• Entrepreneur Code of the Republic of Kazakhstan (2015) 
• The Law "About limited and additional liability partnership" (1998) 
• The Law "On joint-stock companies" (2003) 

Property • Land Code of Republic of Kazakhstan (2003) 
Fiscal • Tax Code (On taxes and other obligatory payments to the budget), (2017) 

• Budget Code of Republic of Kazakhstan (2008) 
Environmental • Environmental Code of Republic of Kazakhstan (2007) 

• The Water Code (2003) 
• The Law on compulsory Environmental insurance (2005) 
• The Law of Civil protection (2014) 

Social • Labour Code (2015) 
• Code about people health and health system (2018) 

9.3. Mining and Economy 

Kazakhstan’s policy agenda has been focusing on reforming the mining sector since 2014 driven 
by the effects of the downward price trends of commodities since 2012 and most of the mining 
industry and mineral commodities are partially owned by the state.  For instance, the national 
mining company, Tau-Ken Samruk carry out the exploration of minerals such as copper, gold, iron 
ore, among other solid materials. Therefore, when the metal prices dropped by 60% within six 
years prior to 2016, the GDP growth also fell by 1.2% and 1% in 2015 and 2016 respectively.100 
The extractive sector in Kazakhstan generates about a quarter of the GDP since it is dominated by 
a small number of large players. The recent reforms in mining aim at closing the gap as well as 
creating more opportunities for foreign investors in new extraction and exploration. 

In Kazakhstan, the adoption of the Subsoil Code in 2018 could be considered the most positive 
development in the regulation and governance of the mining sector that has occurred in recent 
years. The Subsoil Code now clearly streamlines the process of obtaining mineral licences and 
rights with a new ‘first-come-first-served model” which provides exclusive rights to exploration 
licence holders to obtain extraction licences in the sites they have been carrying out exploration 
activities.101 

 
100 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018). 
101 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018). 
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9.4. Investment Framework  

The current mining license regime of Kazakhstan is based on the principle of the first application, 
an international best practice. Glencore, Rio Tinto, Iluka Resources, Central Asia Metals, Areva 
Sa, ArcelorMittal, Yilmaden Holding, Russian Copper, Polymetal and Rusal are foreign 
companies active in the mining sector. In order to provide a transparent investment climate, 
Kazakhstan joined the Extractive Industries Transparency Initiative (EITI) in 2005. The 
government developed a legislation that is aligned with competitive international models to 
establish an environment that attracts investments in particular for foreign junior companies. The 
recent reforms have been supported by the OECD since 2015 through the Kazakhstan Mining 
Competitiveness Project, which comprises of tasks such as policy dialogue and expert analysis that 
involve both private and public stakeholders. This project has been influential in restructuring the 
legislation based on the framework in the jurisdictions in OECD member countries.102 

In 2016, Kazakhstan also joined the Committee for Mineral Reserves International Standards 
(CRIRSCO), which is recognised and adopted worldwide standards for market-related reporting 
and financial investment.103 

Furthermore, the Government of Kazakhstan also adopted an Anti-Corruption Strategy (2015-
2025) along with the improvement or adoption of new legislative and other acts within its 
framework to counter and fight corruption.104 These legislative measures and the adoption of 
regional implementation plans by local executive authorities contributed to the reduction of 
corruption in civil service, quasi-government sector, private sector, judicial and law enforcement 
bodies. 

Despite the reforms, Kazakhstan ranked 113 out of 180 countries in the Transparency International 
corruption perception index 2019,105 however, the ranking significantly improved compared to 
2018, which was 124 out of 180 respectively. This is important to note, as the prevalence of 
corruption tends to hinder effectively achieving Social Licence to Operate. 

9.5. The Licencing Regime  

The Subsoil Code of 2017 adopted Western Australia’s 'first-come-first-served' licencing model, 
an international best practice. It provides extractive companies with fairer bidding opportunities, 
including through online services, and more flexible technical and financial criteria.  

According to Law “On Subsoil and Subsoil Use” 2010 (which had now been repealed with the 
adoption of a new Subsoil Code 2017) the winner of the tender (mining investor) was selected on 
two main criteria of the application, namely (a) the amount of investments for Social and economic 

 
102 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018). 
103 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018) 
104 OECD, Anti-corruption reforms in Kazakhstan, 4th round of monitoring of the Istanbul Anti-Corruption Action 
Plan (2017) available at: https://www.oecd.org/corruption/acn/OECD-ACN-Kazakhstan-Round-4-Monitoring-
Report-ENG.pdf.  
105  Transparency International. ‘Corruption perceptions index 2019’ available at: 
https://www.transparency.org/country/KAZ. 
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development of the region and the development of its infrastructure; and (b) the amount of the 
Signature bonus.106  The New Subsoil Code no longer obliges mining licence holders to finance 
the social development of regions and the development of its infrastructure. However, this 
obligation still exists in the oil and gas and uranium sector on the production stage and can be 
fulfilled by concluding Memorandums between the investor (License holder) and the Government 
or Local government (Akimat). 107  According to civil society, it was the government (local 
government) that decided on what and how these social projects should be executed, however, the 
local residents were not involved in the decision-making process nor did they have any other 
opportunity to express their opinions. Some projects that had been carried out appeared to not be 
demanded by anyone.108 This is due to the lack of a legal framework for the participation of the 
local community in the social projects of the mining sector. 

Given that SLO contracts (while typically called Community Development Agreements (CDAs), 
are known by many names109, above mentioned Memorandum could be considered as one of the 
types of CDAs. 

Another requirement of legislation, according to paragraph 4 Article 187 of Subsoil Code, is that 
if the territory of the requested subsurface site is fully or partially related to the lands of settlements 
and adjacent territories at a distance of one thousand meters,110 the agreement on socio-economic 
support of the local population is required to conclude Memorandums with Local government 
(Akimat). 

9.6. Local Content Policies 

The impact of mining around local communities is addressed through local content policies 
(LCPs), which are widely used among minerals-exporting countries, including OECD 
jurisdictions.111 Kazakhstan's Subsoil Code obliges mining companies to provide employment 
opportunities for resident workers. The subsoil licence holder must ensure that at least 50 per cent 
of the total employees consist of Kazakhstan nationals.112 Additionally, on the production stage, 
not less than 50 per cent of purchased works and services, during a calendar year, have to be 
Kazakhstani originated.113  However, this type of quantitative requirements reserved for local 
content will be abolished in the mining and oil and gas sector by 2021 due to Kazakhstan's 
accession to the World Trade Organisation (WTO).114 

 
106 Law of Republic of Kazakhstan “On Subsoil and Subsoil use” on 24 June 2010 № 291-IV , article 52 (invalidated) 
available at: http://adilet.zan.kz/eng/docs/Z100000291_. 
107 Code of Republic of Kazakhstan “On Subsoil and Subsoil use” on December 27, 2017 №125-VI, Articles 129,178 
available at: http://adilet.zan.kz/eng/docs/K1700000125. 
108 Lobacheva M. «Social investments of subsoil users. Questions of transparency and public participation available 
at: http://www.echo.kz/useful-materials-ru/research-ru/139-otchet-po-cotcinvestitciyam.html.  
109 Raphael J. Heffron, et al. ‘The emergence of the ‘social licence to operate’ in the extractive industries?’ (2018) 
0301-4207 Resources Policy. 
110 Code of Republic of Kazakhstan “On Subsoil and Subsoil use” on December 27, 2017 №125-VI, Article 187. 
111 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018). 
112 Code of Republic of Kazakhstan “On Subsoil and Subsoil use” on December 27, 2017 №125-VI, Article 28.  
113 Code of Republic of Kazakhstan “On Subsoil and Subsoil use” on December 27, 2017 №125-VI, Article 28. 
114 OECD, ‘Reform of the Mining Sector in Kazakhstan: Investment, Sustainability, Competitiveness,’ (2018). 
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Also, the production licence holder is obliged annually finance the Kazakh personnel training 
and research and development in the field of exploration and mining amounting to around 1 per 
cent of production expenses.115 

9.7. Civic Engagement 

Unified State System of Subsoil Use Management of The Republic of Kazakhstan  (EGSU) web-
platform enables civic engagement in the mining sector where citizens can get information about 
revenue and expenditures, EGSU was created by the Kazakh Government in 2008 in order to 
increase the efficiency of the management of subsoil use by improving the quality of information 
on oil, gas and petrochemical industry, and transportation of hydrocarbons and the analytical 
support through the introduction of modern information technologies within the framework of the 
"digital government".116 

The online reporting on the EITI reports are implemented through the EGSU platform since 2015, 
which is accessible to all stakeholders and includes the information regarding subsoil companies 
expenditures towards the social development of affected communities.117 The EITI also obliged 
Kazakhstan to require oil, gas and mining companies to disclose beneficial ownership, which has 
begun in 2019. The Ministry of Industry and Infrastructure Development intends to build a 
beneficial ownership register in 2020-2021 as part of a digital data bank.118  This is another 
significant positive development as access to resources by companies with hidden ownership 
structures may result in much lower revenues flowing to government from natural resource 
exploitation than had otherwise been anticipated. Transparency over the ultimate ownership and 
control of companies may help reveal who reaps the benefits of their activities. The EITI is 
implemented by the National Stakeholders Council in Kazakhstan. EITI reports are part of other 
mandatory reporting for subsoil license holders under a Government decree issued in 2006,119 and 
published using an existing online platform.120 Since 2007, public awareness has also grown along 
with the active engagement of NGOs in the EITI process.121 

The country is developing under the “Digital Kazakhstan” state program, the goal of which is to 
accelerate the development of the country's economy and improve the quality of life of the 
population through the use of digital technologies.122 The adoption of e-government123 enhanced 

 
115 Code of Republic of Kazakhstan “On Subsoil and Subsoil use” on December 27, 2017 №125-VI, Article 212.   
116  Unified State System of Subsoil Use Management of The Republic of Kazakhstan 
https://egsu.energo.gov.kz/webapp/pages/home.jsf 
117 More information is available at: http://eiti.geology.gov.kz/ru/homepage/what-is-eiti 
118 ‘EITI Kazakhstan’ website is available at: https://eiti.org/kazakhstan.  
119  Natural Resource Governance Institute 2013 Kazakhstan’s Performance on the Revenue Governance Index. 
Accessed on 20 December 2016  https://resourcegovernance.org/our-work/country/kazakhstan. 
120  Unified State System of Subsoil Use Management of The Republic of Kazakhstan is available at: 
https://egsu.energo.gov.kz/webapp/pages/ipdo/appendix_1_5.jsf?faces-redirect=true.  
121  Wilson, E and Van Alstine, J (2014) Localising transparency: exploring EITI's contribution to sustainable 
development. Report. International Institute for Environment and Development, London. 
122  Annual progress report 2018 on ‘EITI Implementation in Kazakhstan’ 
https://eiti.org/files/documents/en_apr_2018_kazakhstan.pdf.  
123 E-government homepage is available at: https://egov.kz/cms/en.  
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transparency in official communication between society,  business and the government.124 Since 
2012, applications for all permits, including environment-related ones, are made through the e-
government portal.125 

The EITI report is part of the other mandatory reporting for mining license holders and published 
using the existing online platform. Civil society representatives appreciated open data being made 
available through the Unified State System of Subsoil Use Management of Kazakhstan (EGSU).126 
Though the data is easily accessible and the NGO, working at a regional level, to access to it 
instantly, local people and Akimats (local authorities) still preferred printed hard copies from 
EGSU for their use.127 Despite increased transparency and the publication of EITI reports between 
2005 and 2015, few citizens knew about the availability of the reports. Those who knew of it, had 
little understanding of why they need and how to use them.128 

The coalition of NGOs set up to engage with the EITI in Kazakhstan proved unstable due to 
internal splits and lack of cohesion that have weakened NGO influence.129 Many NGOs, with some 
exceptions, were created on an ad hoc basis to solve specific problems. Moreover, the linkages 
between the general population and NGOs are generally weak; 'citizens are often only interested 
in civil society's work in particular, sporadic moments'.130 Though most local NGOs have short 
lifespans, some individuals and experts from disbanded NGOs stay committed and join new 
initiatives. 

The civil society, in general, has limited experience participating in critical discussion with regard 
to natural resource issues. Most of the transparency and public scrutiny initiatives in Kazakhstan’s 
petroleum sector have been initiated by international NGOs.131 The scope of the public debate and 
its impact on the decision-making process in natural resource management on Kazakhstan remains 
very limited. It is largely because of a narrow circle of experts and NGOs, with most initiatives 
supported and promoted by international organizations. Civil society has little role in managing 
natural resources in Kazakhstan. It has remained stunted, with scant experience in promoting its 

 
124 Roman Vakulchuk (2016) Public Administration Reform and Its Implications for Foreign Petroleum Companies 
in Kazakhstan, International Journal of Public Administration, 39:14, 1180-1194, DOI: 
10.1080/01900692.2015.1072214 
125 Available at: http://elicense.kz/.  
126  Unified State System of Subsoil Use Management of The Republic of Kazakhstan is available at: 
https://egsu.energo.gov.kz/webapp/pages/ipdo/appendix_1_5.jsf?faces-redirect=true. 
127 EITI Report on initial data collection and stakeholder consultation, Kazakhstan validation 2015. 
128 Vakulchuk R., Overland I. (2018) Kazakhstan: Civil Society and Natural Resource Policy in Kazakhstan. In: 
Overland I. (eds) Public Brainpower. Palgrave Macmillan, Cham available at: 
https://link.springer.com/chapter/10.1007/978-3-319-60627-9_9#citeas. 
129 Ospanova, Saule, Ingilab Ahmadov, and Emma Wilson (2013) EITI and Sustainable Development: Lessons and 
New Challenges for the Caspian Region. London: IIED. 
130 Makhmutova, Meruert, and Aitzhan Akhmetova (2011) Civil Society Index in Kazakhstan, Almaty: Public Policy 
Research Center available at: https://civicus.org/downloads/CSI/Kazakhstan.pdf. 
131 Vakulchuk R., Overland I. (2018) Kazakhstan: Civil Society and Natural Resource Policy in Kazakhstan. In: 
Overland I. (eds) Public Brainpower, Palgrave Macmillan, Cham available at: 
https://link.springer.com/chapter/10.1007/978-3-319-60627-9_9#citeas. 
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interests vis-à-vis the state. Public discussion on issues related to natural resources has been largely 
government-driven. The society has to accept most government actions tacitly.132 

9.8. Tracing SLO Best Practices in Kazakhstan 

Major player Eurasia Resources Group (ERG) (chromium, manganese, ferroalloys, iron ore, 
bauxite, alumina, aluminium)133 has its own world-class CSR system, which includes community 
engagement and investment programs, as well as environmental stewardship. The company runs 
social projects, housing programs and publishes its annual sustainable development report. 

According to ERG’s Sustainability Report for 2017, to maintain SLO the company carries out the 
following: 

 Hire local people; 
 Purchase goods and services from local suppliers; 
 Development local infrastructure; 
 Payment of locally distributed taxes and royalties. 

In 2017, the company conducted 40 public hearings in Kazakhstan for ensuring ‘concerns, needs 
and aspirations of local communities’.134 As a result, ERG established a Student Entrepreneurship 
Ecosystem Programme to help turn regional universities into centres of entrepreneurial excellence 
which aims to contribute to job creation, economic diversification and the development of local 
capabilities with the potential to support their business. As of 2019, 5000 students from nine 
universities and a college located in ERG’s operating regions in Kazakhstan have completed 
business entrepreneurship courses and training on start-up development with the result of hundreds 
of new business ideas and ventures being launched.135 

Kazmineral operates the Bozshakol and Aktogay mines and concentrators, as well as three 
underground mines and associated concentrators in the East Region of Kazakhstan, employing 
approximately 14,000 staff. The group is committed to obtaining and maintaining an SLO. As part 
of community consultations, in 2017, 2017 a group of community representatives from the nearby 
villages of Aktogay and Kopa were hosted at the Aktogay mine site to provide an opportunity for 
the local residents to raise questions and to show that the company is employing the necessary 
precautions to avoid damage to the local environment. Kazmineral also made a $368 million tax 
contribution in 2018 and made $9 million community investments.136 

 
132 Vakulchuk R., Overland I. (2018) Kazakhstan: Civil Society and Natural Resource Policy in Kazakhstan. In: 
Overland I. (eds) Public Brainpower. Palgrave Macmillan, Cham available at: 
https://link.springer.com/chapter/10.1007/978-3-319-60627-9_9#citeas. 
133 Eurasia Resources Group corporate web-site is available at: https://www.erg.kz/en.  
134  Eurasia Resources Group, Sustainability Report 2017, accessible at:   
https://www.erg.kz/files/29685_ERG_Sustainability_Report_2017_ENG_Interactive.pdf.  
135 Press release: Eurasian Resources Group presents the results of its Student Entrepreneurship Ecosystem programme 
(March 2019) available at: 
https://eurasianresources.lu/en/news/Eurasian%20Resources%20Group%20presents%20the%20results%20of%20its
%20Studen.  
136 More information on ESG activities of Kazmineral is available here: https://www.kazminerals.com/esg/overview/. 
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10. Case Example 3: Uzbekistan 

10.1. Resources 

Uzbekistan is among the world leaders in the supply of certain types of minerals such as gold, 
copper, phosphate, molybdenum and it is among the top 10 producers of uranium.137 The proceeds 
from royalties in the form of tax on the use of mineral resources (except hydrocarbons) for 2017 
amounted to 1.37% of the total GDP.138 

State-owned Navoi Mining and Metallurgy Complex and Almalyk Mining and Metallurgy 
Complex are the largest contributors of the revenues from gold and copper production to the State 
budget and they develop most of the subsoil deposits. The interest of foreign companies in 
Uzbekistan appears to be rather limited. In 2006, Newmont Mining Corporation had tax-related 
disputes with the Government and its joint venture bankrupt.139 In 2016, Rio Tinto suspended its 
copper exploration activities, giving low commodity prices as the reason.140 

10.2. Regulatory Framework 

There is a number of national laws in Uzbekistan which regulates the mining sector such as 
Environment Protection Law, Tax Code, the Land Code and the Labour Code. However, the 
Subsoil Law No. 444-II provides the fundamental legal framework governing the exploration and 
development of all subsoil resources, including minerals and oil and gas. Subsoil use rights, 
including licencing procedures are governed by the Resolution of the President of Uzbekistan on 
Terms and Conditions on Granting of Subsoil Use Rights No. PP-649 (2007). Exploration and 
mining rights are granted by the State Committee of the Republic of Uzbekistan on Geology and 
Mineral Resources on the basis of a subsoil-use licence which could be granted through tenders or 
direct negotiations.141 Apart from the aforementioned Geology Committee, the State Inspectorate 
of the Republic of Uzbekistan on Control over Industrial Safety of works in Industry, Mining, 
Geology and Public Utilities Sectors and the State Committee of the Republic of Uzbekistan on 
Protection of the Environment have administrative and regulatory functions in the minerals sector 
in Uzbekistan. 

The Environmental Impact Assessment (EIA) procedure is regulated by Law on Environmental 
Expertise and The Regulation on State Environmental Expertise approved by Decree No.491 of 
the Cabinet of Ministers on 31 December 2001 and amended in 2005 and 2009. There is a need to 

 
137 Data from World Nuclear Association is available at: https://www.world-nuclear.org/information-library/country-
profiles/countries-t-z/uzbekistan.aspx.  
138 UNECE, Assessment Report on Classification of Energy and Mineral Resources and its Management in the 
Republic of Uzbekistan, April 2019 available at: 
https://www.unece.org/fileadmin/DAM/energy/se/pdfs/UNFC/proj/unfc_ca/Report_Class_EMR_UZB_Azimjon_Kh
olikov.pdf.  
139 Reuters, News Article, Gold Miner Newmont resolves dispute with Uzbekistan available at: 
https://www.reuters.com/article/us-newmont-uzbekistan/gold-miner-newmont-resolves-dispute-with-uzbekistan-
idUSN2336630420070723. 
140 EBRD, 'Extractive Mining Industries Strategy 2018-2022’ (2017), p. 35. 
141  Getting the Deal Through, Uzbekistan Report 2019, available at: 
https://gettingthedealthrough.com/area/22/jurisdiction/102/mining-uzbekistan/. 
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strengthen the EIA system particularly with regards to screening provisions and lack of public 
participation and efforts are underway to identify the shortcomings of the current system.142 

Large scale reforms have also been initiated in 2019 by the Government under Resolution of the 
Cabinet of Ministers No. 8, and Resolution of the President No. ПП-4124 to modernise the 
governance and structure of the mining sector and state-owned mining enterprises. These include 
expected structural changes to some of the entities, reporting process, access to capital and 
potential adoption of a new legislative framework. Furthermore, these changes envisage making 
data on gold production public which would increase accountability and transparency in terms of 
revenues. 

Other relevant legislation related to mining activities in Uzbekistan is included in Table 3 below: 

Foundation • Constitution of Republic of Uzbekistan (1992) 
• Civil Code of the Republic Uzbekistan (1997) 

Governance • Law on Concessions (1995) 
• Law on Subsoil No. 444-II (2002) 
• Resolution No. PP -649 on Terms and Conditions on Granting of Subsoil 

Use Rights 
• Law on Production Sharing Agreements (2001) 
• Resolution No 443 on Terms and Conditions on Granting of Subsoil Use 

Rights for Deposits of Construction Materials (2018) 
• Resolution on Measures for Expediting Attraction of Foreign Investments 

for Geological Studies and Development of Strategically Important Types 
of Hard Minerals No. PP-3000 (2017) 

• Resolution No. 328 on the Establishment of Selection Criteria and the Lists 
of Prospective Areas and Deposits of Strategically Important Hard Minerals 
Where Foreign Investments are Attracted for Geological Studies and 
Industrial Development (2017) 

Property • Land Code of Republic of Uzbekistan (1998) 
Fiscal • Tax Code, (2019) 

• Budget Code (2016) 
Environmental • Environment Protection Law (2007) 

• Law on Radiation Safety No. 120-II (2000) 
• Law on Waste No. 362-II (2002) 
• Law on Environmental Assessment No. 73-II (2000) 
• Law on Atmospheric Air Protection No. 353-I (1996) 
• Law on Water and Water Use No. 837-XII (1993) 

Social • Labour Code 
• Law on Labour Protection (1993) 
• Law on Industrial Safety on Hazardous Manufacturing Objects (2006) 

 
142 UNECE, Event Report, Kick-off workshop "Towards a modern Environmental Impact Assessment (EIA) in 
Uzbekistan" (2018), available at: 
https://www.unece.org/fileadmin/DAM/env/eia/meetings/2018/August_26_Tashkent/Narrative_Report_FINAL_05.
pdf.  
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10.3. Investment Framework  

The abovementioned Reforms foreseen for 2020-2021 includes transformation and privatization 
of Navoi Mining and Metallurgy Complex, the main producer operating in Uzbekistan. There have 
been also objectives to further improve exploration, research and development of the subsoil and 
increasing the attractiveness of the investment environment of the mining sector. 

Previously, during 2017-2018, the government passed several resolutions aiming to simplify the 
procedures for discussing and accessing subsoil plots and prospective areas of hard minerals by 
the foreign investors.143 These have instigated several leading multinational mining companies to 
reached Memorandums and Understanding agreements with the Geology Committee for the 
exploration of prospective areas for gold and other minerals. 144  One of these deals is the 
partnership agreement signed in 2019 between Orano, a French multinational group specializing 
in nuclear power and renewable energy and the State Committee for Geology and Mineral 
resources to develop mining exploration and operations activities in Uzbekistan.145 

10.4. Civic Engagement 

Uzbekistan is not participating in the EITI. However, efforts to increase transparency in the public 
sector has been demonstrated in 2017, when Uzbekistan adopted a Law “On Combating 
Corruption” 146 which contains important tools for the development and implementation of anti-
corruption, instrument. It emphasizes the need for a systematic review of the status, level and 
trends of corruption in the country through research, surveys and reports, with the participation of 
key government agencies, civil society and academia. The Law also regulates the need for broad 
access to information on anti-corruption measures being implemented. Furthermore, a State Anti-
Corruption Programme for 2017-2018 was also adopted by the President of the Republic of 
Uzbekistan No. ПП-2752 as of 2 February 2017. The Government noted that there had been a 43% 
decrease in corruption offences by officials during the period between 2013 and 2017. Despite 
these positive developments, according to Transparency International, the country ranked 158 
among 180 countries listed in 2018.147 However, it should be added that the Corruption Index of 
the Transparency International has received fierce criticism over the years that it does not measure 

 
143 Resolution on Measures for Expediting Attraction of Foreign Investments for Geological Studies and Development 
of Strategically Important Types of Hard Minerals No. PP-3000 (24 May 2017) and Resolution No. 328 on the 
Establishment of Selection Criteria and the Lists of Prospective Areas and Deposits of Strategically Important Hard 
Minerals Where Foreign Investments are Attracted for Their Geological Studies and Industrial Development (31 May 
2017). 
144 Minexforum, News Release, Uzbekistan opens up to foreign investors and mining companies, 2017, available at: 
https://www.minexforum.com/en/uzbekistan-presented-its-investment-opportunities-at-minex-uzbekistan-round-
table/.  
145  Press release, Orano, Orano signs partnership agreement with Uzbekistan, 2019 available at: 
https://www.orano.group/en/news/news-group/2019/september/orano-signs-a-partnership-agreement-in-uzbekistan. 
146 OECD, Anti Corruption Reforms in Uzbekistan available at: https://www.oecd.org/corruption/acn/OECD-ACN-
Uzbekistan-4th-Round_Monitoring-Report-2019-ENG.pdf. 
147  Transparency International. ‘Corruption perceptions index 2018’ available at: 
https://www.transparency.org/cpi2018  
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actual corruption, but perceived corruption, which makes the data susceptible to bias and towards 
advanced economies’ interests.148 

Over the last years there had been some developments such as the adoption of a set of resolutions 
to lift some of the restrictions on civil society in Uzbekistan allowing NGOs to hold meetings 
without prior approval of the State although they still need to notify the authorities.149 There also 
had been significant increases in the funding provided by the Government to civil society.150 
However, there is still a need to build capacity to actively engaged in society through activism, 
community service and research for an independent and productive civil society is to emerge in 
particular in the mining sector. 

10.5. Tracing of the Concept of SLO in Uzbekistan 

State-owned Navoi Mining and Metallurgy Complex (NMMC) is one of two only players in 
Uzbekistan. It employs a Social Policy,151 which aims at the improvement of conditions of work 
and life, raising the living standards of workers that can make a significant contribution to regional 
development and social stability. The company is also committed to regional development via its 
housing programme which consists of 1 630 houses (35 hostels) and 49 315 apartments as of 2014. 
The Social Policy indicated that the cities where NMMC operates are connected with roads and 
railways, power lines, included in the unified power system of Uzbekistan, and have centralized 
heat and water supply along with social facilities. The company employs about 350 thousand 
people who have access to free medical service. There are also greenhouses and livestock and 
several agriculture operations that are available in the region. 

The second state-owned player in the mining sector Almalyk Mining and Metallurgy Complex 
(AMMC) is the only producer of copper, 90 % silver and 20 % gold in Uzbekistan.152 The Complex 
also has a special social policy.153 Similar to NMMC, AMMC provides social facilities that mainly 
serve the employees of the complex and the surrounding communities. 

There is not much publicly available information on SLO in Uzbekistan however the recent State 
policy to privatise some of its biggest national mining companies may bring further transparency 
and enhances CSR in the mining sector. Furthermore, in 2019, the European Bank of 
Reconstruction and Development (EBRD) allocated special funds to foster mining sector 
developments in Uzbekistan and initiated a review study to provide conceptual, technical and 

 
148 Analysis, Washington Post, There’s more to measuring corruption than Transparency International’s annual index, 
just released, 2017 available at: https://www.washingtonpost.com/news/monkey-cage/wp/2017/01/26/theres-more-to-
measuring-corruption-than-transparency-internationals-annual-index-just-released/.  
149  The list of these recent resolutions is available at: https://www.icnl.org/resources/civic-freedom-
monitor/uzbekistan.  
150 European Parliament briefing, Uzbekistan comes in from the cold: A new era of reforms, 2018 available at: 
http://www.europarl.europa.eu/RegData/etudes/BRIE/2018/630344/EPRS_BRI(2018)630344_EN.pdf. 
151  Social Policy of Navoi Mining and Metallurgy Complex could be accessed at: 
https://www.ngmk.uz/en/about/social.  
152 U.S. Geological Survey Minerals Yearbook—2015, available at: https://www.usgs.gov/centers/nmic/europe-and-
central-eurasia#uz.  
153  Social Policy of Almalyk Mining and Metallurgy Complex is available at: 
http://www.agmk.uz/index.php/en/about-us/social-sphere.  
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practical support to the authorities in the development, consultation and adoption of a 
contemporary policy framework, reflective of proven best practice, for the mining sector in 
Uzbekistan which includes a review of the prevalent principles and standards applying to the 
transparency in the governance and administration of the extractives sector.154 

11. Conclusion 

In both Kazakhstan and Uzbekistan there is a variety of mineral and metal extraction activities 
including gold, coal, iron ore, copper, uranium and zinc. The mining sector forms an important 
segment of the national economy of these two Central Asian countries. However, the sector and 
its governance in terms of socio-economic impacts are behind the best practices employed in 
developed countries such as Canada and Australia. The concept of SLO and community 
engagement has room to grow. There is a momentum particularly in Uzbekistan to modernise the 
mineral sector with expected privatisations to take place which offers an opportunity to adopt more 
inclusive strategies, perhaps similar to that of Mongolia’s LLAs. Reforms could include making 
information about the decision-making process more transparent, disclosure of information such 
as terms of allocation of mineral rights and mining agreements. Kazakhstan’s participation at the 
EITI brought some tangible developments such as the adoption of beneficial ownership disclosure 
requirements, the social investment platform and improved transparency on revenue flows. SLO 
encapsulates elements of CSR, Sustainable Development and environmental protection among 
others. 

Despite the fact that both Kazakhstan and Uzbekistan still have a high rate of corruption as per the 
Transparency International Corruption Perceptions Index (which presents not actual but the 
perceptions of public sector corruption), the anti-corruption programme of both Uzbekistan and 
Kazakhstan are a welcome development. 

The lack of private sector activities in the mining sector in Uzbekistan meant that there was little 
information on CSR practices and best practices on company-community engagement. The State 
Program for the Development and Reproduction of the Mineral Resource Base for 2020–2021 
which was introduced in 2019 is expected to modernise and maximise the economic value of the 
sector. According to these large-scale reforms foreseen, from 2020 mining companies will be 
required to make corporate disclosure process in accordance with the principles and requirements 
of the International Standards of Accounting and Reporting and publish reports on the economic, 
social and ecological issues in accordance with the Global Reporting Initiative. At this critical 
stage, formalisation of SLO by official documents such as legislation, resolution or guidelines 
would ensure that the local community participates in developing regional innovation strategies 
through cooperation and collaboration with mining industries. Neither in Kazakhstan nor in 
Uzbekistan there is a practice similar to Mongolia requiring early engagement, prior agreement 
and cooperation with the local communities within the vicinity of the extractive activities. 
Employment of mandatory SLO principles from the very early stages of the mining cycle would 
enhance the legitimacy, credibility, and trust between the mining companies and society serve as 
conflict-avoidance-mechanism. Irrespective of formal SLO requirements, many major mining 

 
154  EBRD, Uzbekistan - Mining Sector Development Project available at: 
https://www.ebrd.com/cs/Satellite?c=Content&cid=1395284880053&pagename=EBRD%2FContent%2FContentLa
yout&rendermode=live%3Fsrch-pg.  
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companies have their internal CSR policies, therefore attracting responsible mining companies 
would therefore help balance economic development considerations with social and environmental 
considerations. 

Mongolia is one of the few developing countries that has regulated the community engagement 
process. The Mineral Law obliges the companies to consult with the local people and form 
agreements with the municipal authorities. The civil society is very engaged and active in the 
mining sector in this country. NGOs have been able to raise awareness on the importance of 
respecting the rights of the local community and achieved some tangible results as implemented 
as part of the execution of the Oyu Tolgoi Project. The legislative regime of the mining sector in 
Mongolia had many alterations during the last few decades, which has been driven in part by the 
rising global awareness and activism towards environmental protection and protection of human 
rights and, in part, by the local advocacy efforts. Mongolia’s participation at the EITI and 
cooperation with other international organisations helped increase the capacity and expertise at the 
State level.  The adoption of a Model Agreement for LLAs in 2016 is another positive development 
that has occurred in recent years which is in line with the upward improvement identified in all 
three countries studied in this paper. On the other hand, it should be noted that there have been 
concerns about frequent changes in legislation for the mining industry. Although companies have 
regarded Mongolian resources attractive, still analysts state the uncertainty of its policy.155 Even 
though it is constructive change, a too frequent change could impair policy stability and 
consistency. The effort to achieve meaningful involvement of local communities in mining 
projects can be made better by means of mutual cooperation between the Government, NGOs and 
the industry rather than pressure. 

At the same time, the concept of SLO is evolving and some criticised it as being somewhat 
outdated.156 A new framework called the ‘sustainable development licence to operate’ to reflect 
the significant potential contribution of the mining sector to realise the sustainable development 
of mineral-rich developing countries integrating all pillars including people, planet, prosperity, 
peace and partnership.157 In 2016, led by the United Nations Development Programme carried out 
a mapping exercise to demonstrate how the mining industry can ensure that the social and 
economic benefits of mining are widely shared and environmental impact minimized by using 
examples of good practice in the industry and existing knowledge and resources in sustainable 
development.158 There is a significant momentum to think more innovatory about the pathways of 
achieving transformative power of the industry through effective collaboration between mining 
companies, local communities the civil society, international organisations and other stakeholders. 

 
155  ‘As copper booms, miners take hunt to Mongolian dunes’ (Reuters), 13 March 2018, available at: 
https://www.reuters.com/article/us-mongolia-mining-insight/as-copper-booms-miners-take-hunt-to-mongolian-
dunes-idUSKCN1GP0LC. 
156 Antonio Pedro et al., Towards a sustainable development licence to operate for the extractive sector, Mineral 
Economics (2017) 30 available at: https://link.springer.com/article/10.1007/s13563-017-0108-9#citeas.  
157 United Nations Environmental Programme, Mineral resource governance in the 21st Century, 2018 available at: 
https://www.resourcepanel.org/sites/default/files/documents/document/media/report_summary_mining_governance
_feb18_web_004.pdf.  
158 United Nations Development Programme, the World Economic Forum, the Columbia Center on Sustainable 
Investments and the Sustainable Development Solutions Network, Mapping Mining to the SDGs: An Atlas 2016 
available at: https://www.undp.org/content/undp/en/home/librarypage/poverty-reduction/mapping-mining-to-the-
sdgs--an-atlas.html. 
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In Uzbekistan, Mongolia and Kazakhstan, this paper traced and identified the existence of 
piecemeal principles and policy options towards SLO implementation and it concludes that 
outlook for metals and minerals presents notable opportunities for further enhancing the 
transparency, accountability and reporting, undertaking reforms to modernise the sector and 
strengthening stakeholder engagement. 


