Assessment of Impacts of Closed-Pipe Supply Chains in DRC

Assessment of Impacts of Closed-Pipe Supply Chains in DRC
Public-Private Alliance for Responsible Minerals Trade

EXECUTIVE SUMMARY
18 August 2015
By Angela Jorns and Alain Chishugi, with contributions
by Rupert Cook and Estelle Levin

Assessment of Impacts of Closed-Pipe Supply Chains in DRC

Executive Summary
This study was commissioned by RESOLVE on behalf of the Public Private Partnership for Responsible
Minerals Trade (PPA). It is an independent assessment of three closed-pipe sourcing efforts from DRC:
Solutions for Hope (SfH), KEMET’s Partnership for Social and Economic Sustainability, and the ConflictFree Tin Initiative (CFTI). The objective was to evaluate these initiatives against their stated goals, and
to assess their challenges, benefits, and other lessons learned. The research was separated into three
parts: a desk-based preparation phase, a field-based research phase, and a desk-based research phase.

Solutions for Hope (SfH) established the first closed-pipe supply chain in DRC, exporting the first
‘conflict-free’ tantalum. SfH’s convening power brought together stakeholders across the supply chain,
giving downstream buyers the confidence, transparency, and assurance to source from DRC.

KEMET’s Partnership for Social & Economic Sustainability established a vertically integrated supply
chain, creating tighter control and reducing price fluctuations. Its long-term commitment has allowed
its supplier to invest in the development of mine operations, and has facilitated social impacts through
the investment in the Kisengo Foundation.
The Conflict-Free Tin Initiative established a responsible supply chain from a highly volatile and highrisk area through donor funding. Its ‘signalling effect’ persuaded downstream companies that it was
possible to source conflict-free minerals from the Kivus.

History

The ideas and concepts for closed-pipe sourcing systems first emerged between 2010-2011, during the
time when the Dodd-Frank Act (DFA) was being developed and entered into force. The goal was to find
a way to incentivize industry to ramp up sourcing from DRC and source conflict-free minerals from the
region. This would be accomplished by designing systems that would stimulate the market for legitimate
flows of minerals, establish conflict-free supply chains, and provide a platform to test and build
confidence in the due diligence and traceability initiatives being developed and implemented at the time.
At the time, legislative, civil society, media, and consumer demands created an incentive to explore and
implement closed-pipe systems. There were also industry dynamics, particularly in the tantalum
industry, which provided a business case for downstream companies to invest in models to support
conflict-free and responsible sourcing from DRC and the region.

With legislation pending or newly implemented, traceability and due diligence systems in early
development and implementation, and calls for re-invigorating engagement, downstream businesses in
this fluid and evolving environment sought a way to accommodate commercial and regulatory
requirements, as well as stakeholder expectations. There was also a desire to create positive socioeconomic impacts in DRC. The traceability and due diligence systems - CFSI and iTSCi - provided the
means for this to happen since the three closed-pipe programs in this report used CFSI and iTSCi due
diligence service providers. The closed-pipe system model provided the motivation for downstream
companies to (re-)engage with Congolese supply chains. Closed pipe systems enabled greater control
over and understanding of the complete supply chain in an integrated fashion, brought greater
transparency and made enhanced due diligence – in compliance with U.S. law and international norms
– more feasible.

Achievements

The three initiatives achieved their three main goals: finding a way for industry to resume and/or
reinvigorate sourcing from DRC; sourcing conflict-free minerals from the region; and designing systems
that encouraged and sustained a market for legitimate flows of minerals through the creation of conflictfree supply chains.
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The main benefit of all three closed-pipe systems was their role in efforts to maintain, resume and reinvigorate the minerals trade from DRC after the presidential mining ban in the Kivus and a de facto
boycott after the passage of DFA. Despite the small volumes sourced through the initiatives compared
to the overall volumes sourced from DRC, the initiatives had a signalling effect that conflict-free sourcing
from DRC was indeed possible. This fostered downstream confidence, acceptance, and awareness.

The participants and conveners of these systems were ready to take risks that other downstream
companies were not. This was of particular weight and importance at the time when these initiatives
were created (2011-2012). Having downstream companies visibly and publicly committed and involved
in these initiatives helped re-shape perceptions of downstream end-users towards DRC and ASM as a
source for minerals. , Consequently, they helped market minerals from DRC through a signalling effect
that helped to promote and foster legitimate mineral trade and exports.

On the ground, all three initiatives were important for maintaining business and trade in their respective
regions. This helped to safeguard livelihoods in Katanga and to re-start the local economy in South Kivu
while positively benefiting local business from mining activities. Communities and miners at the MMR
mine sites in Katanga additionally benefited from the investments made in mechanization of the mining
operations (resulting in increased production) and in the creation of infrastructure projects provided
for the community through MMR’s Vinmart Foundation or the Kisengo Foundation.

Challenges

All three projects operated in an extremely difficult environment. As such, there were challenges faced
by the source mines that are typical of ASM in a conflict-affected and high-risk area. These included
communication challenges between stakeholders, distribution of value and cost along the supply chain,
and occasional tensions between upstream supply chain actors. Operational risks faced by supply chain
actors, and risks posed to local stakeholders by supplier operations were other challenges faced by the
initiatives. The report sets out detailed recommendations for tackling these challenges.

Recommendations for future projects

Building upon the closed-pipe systems’ initial aims, and their success in achieving these aims, the scope
of the initiatives could be broadened in more mature programs or in future initiatives, though it should
be noted that it is infeasible for any supply chain to deal with all issues at once.

Future closed-pipe initiatives could benefit from clearly laying out their goals and indicators of success
from the beginning. This would allow for continuous monitoring, measurement, and evaluation of
impacts, successes, and challenges. It would also help manage expectations of participants and
stakeholders.
Closed-pipe models like those featured in this report often rely on a lead organization with strong
convening power. This coordinator role can be used to understand the needs and opportunities along
the entire supply chain. It can also help to effectively communicate to other stakeholders. If the
initiatives featured here – or others drawing from their experiences – wished to create additional value
and positive impact along the supply chain, opportunities do exist. An umbrella approach involving
supply chain, governmental, donor and civil society commitments to enact further changes will achieve
the most meaningful impact in the future.
___________
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A note on the Scope of this Assessment
This assessment required examination of all the topics shown in Section 1.1. We wish to point out that
there is a gap between what is reasonable to expect the piloted closed pipe initiatives to achieve (their
stated goals) versus what we have been asked to evaluate. We ask our readers to bring reasonableness
therefore to interpreting our findings.

There are two limitations to bear in mind. First, some of the topics identified for evaluation were not
explicit goals of the closed pipe initiatives but rather in mind as desirable outcomes, e.g., local social and
environmental benefits, including livelihoods and changes in the security situation. Second, our
evaluation refers to responsible mining risks because although they were largely out of scope of the
closed pipe initiatives, they were in scope for our evaluation and (most importantly) top of mind for
local stakeholders. We feel it is important to give voice to these concerns of Congolese stakeholders so
that the closed pipe initiatives can be aware of these, and understand if/how they might be able to
support their upstream partners manage these issues better.

