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ASM Hub Sept 17, 2013–Close-pipe projects and update from Government of DRC 

These are responses from Alliance for Responsible Mining (ARM) 

• Can closed pipeline systems work for many small producers, or is a degree of centralisation 

required? 

The smallest is the lot, the highest is its cost to bring it to market. Cost of bringing Gold to market is 

mainly fixed. A certain degree of centralization is recommended through existing actors in the supply 

chain (traders, refiners).  

• What financial mechanisms can potentially support the development of closed pipelines 

for small producers? e.g. a premium and bilateral aid and what else? 

Initiatives like FAIRMINED that have a strong component of formalization can also receive funding 

from governmental agencies at the national and departmental level. Many countries have national 

plans and initiatives for the formalization of the ASM sector and this can be an alternative source of 

funds. Additionally, the private sector, specifically, the extractive industry is a potential source of 

funding. Efforts to formalize ASM through an initiative like FAIRMINED allows the private sector to 

focalize efforts in their areas of influence, rather than working through the national initiatives which 

are usually of a more broader scope. 

• Which kind of incentives do you suggest to promote ASM? 

To promote responsible ASM there is a need for differentiated mining policies that recognize the 

different types and levels of mining activities and determine responsibilities and regulations 

according to each level’s financial and technical capacities as well as its impacts on the environment 

and the communities. Policies that make formalization in the ASM sector attractive for miners and 

less risky than informality. Governments need to provide a political and economic scenario in which 

responsible ASM is the best possible alternative for miners.  

• Apart from premium incentives, what about community incentives - better mining 

equipment, access to basic goods/medicine, what shortages do these communities face 

that international entities can assist? How about premium + community benefits - i.e. even 

if they have the money, do they have access to basic goods to buy 

Better equipment and new technologies have been successful in motivating ASM miners to develop 

responsible extractive practices, especially with regards to the reduction of mercury use in their 

activities, but, only if these technologies or the change of practices mean a better economic return 

for them. However, technology transfer has proved inefficient if it is not accompanied by a more 

holistic effort of formalization and organizational capacity building. It is also necessary to ensure that 

technical skills and resources are locally available to ensure proper operation, maintenance and 

repair of the machinery. If the technical solution is not culturally acceptable, it is likely not to work. 

Access to credit on favourable conditions is another important incentive for the ASM sector. Lack of 

capital for investment is a common feature across ASM, and very rarely are the miners able to make 

loans arrangements within the formal banking and credit system.  
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There is the risk of supplanting or taking over state responsibilities in giving community incentives to 

promote responsible ASM (incentives like giving communities access to sanitation, housing, etc). 

First, these should be provided by the state to all communities in its territory that develop or not 

responsible ASM. Second, especially when it is private companies (e.i. mining companies in the 

territorial scope of a community) that provide these goods and services to the community in an 

attempt to promote responsible ASM, there is a risk that the community will see this provision as 

part of the company’s obligations and not the states’. 

Most ASM communities have some level of unsatisfied basic needs. Many of them also face 

humanitarian challenges related to conflict situations or environmental vulnerabilities. 

There is a risk of linking the premium to humanitarian assistance or to goods and services that 

should be provided by the government. In the FAIRMINED Standard, the mining organizations 

(ASMO) have a 3rd level responsibility towards the communities they affect and should actively 

accompany other initiatives (led by local authorities, NGOs, etc.) in promoting the enhancement of 

communal well-being, with a special focus on situation of women and children, child labor and 

forced labor eradication, awareness raising on mercury’s harmful effects, water and forest 

protection. Nevertheless, ASMO’s need to be careful not to replace or give the impression they are 

taking over government obligations. In the past, this has led to miscommunication problems 

between the mining organizations and the communities and sometimes even conflicts. When 

ASMO’s become the main provider communities start to think that these are part of the ASMO’s 

obligations towards them.  

Having said that, formalization effort would highly benefit from complementary and coordinated 

development and humanitarian efforts. If for example, the community at hand has a housing 

problem, the ASMO should participate in community efforts to bring about government support or 

international aid to provide for this, but it should not become the sole provider. 

• What are the limits/complications of using a premium as an incentive? Can every ASM 

miner receive a premium? 

The premium is a market driven incentive, therefore, if the demand for FAIRMINED gold decreases, 

so does the premium the miners and ASMOS receive. In this sense, there is a level of uncertainty 

that is implied in the premium as an incentive.  

There are limits to the use that can be given to the premium. It’s meant to contribute to the 

improvement of mining practices in the mining organization and the wellbeing of the community. 

The destination of FAIRMINED Premium investments is decided in a democratic manner by a 

Premium Committee, representing all the social groups within the ASMO (with a focus on including 

vulnerable groups). The ASMO must approve a Plan of Priorities, and is responsible for an efficient 

and transparent implementation of the premium investments. This can be considered both an 

opportunity – fomenting good management and transparency in decision making, but also a possible 

complication, since the mining organizations capacity to implement such projects may sometimes 

still be deficient. 
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• How do you connect the national supply chain with an international market? 

The FAIRMINED initiative attempts to eliminate the smaller local gold buyers by connecting the 

miners with formal gold supply chains.  This is done by connecting the miners with refiners and 

traders who can export the gold to international markets.  Under the Fairmined initiative, those 

traders must be authorized and meet certain requirements in terms of trade that are established to 

protect the miners, such as the minimum price, transparent sales terms, documented contracts and 

timely payment. The gold flows from the ASMOs through these authorized operators and into the 

international markets.  In some cases the Fairmined miners are able to attain their own export 

license and have begun exporting directly for the first time, helping connect them with 

manufacturers and jewellers in Europe and North America, something that is truly revolutionary 

compared to what is traditionally a long and opaque supply chain. 

Questions to ARM 

• How does the OECD DDG fit into FAIRMINED? 

The FAIRMINED STANDARD will not support mining organizations involved with armed conflict in any 
way, including financing conflict or the use of revenue to engage in activities that facilitate the 
purchasing of arms. However, FAIRMINED recognizes that traditional ASM operating in conflict and 
high-risk areas are often victims of armed groups, and it aims to strengthen their rights and build 
capacity, so that they can benefit from the certification. The Standard adopts the "OECD Due 
Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-Affected and High-Risk 
Areas", in particular Appendix 1 of its “Supplement for Gold” and uses its red flagged areas 
approach, to exclude conflict zones from the scope of the certification. However, exceptions from 
this exclusion are allowed for artisanal and small scale mining organizations (ASMOs) in such areas 
that can credibly ensure not to be involved in "direct or indirect support to non-state armed groups 
or public or private security forces through the extraction, transport, trade, handling or export of 
gold" as defined in the OECD Guidance.  
Where deemed appropriate (based on a case-by-case analysis) by the certification body, or required 
by governing legislation or international treaties, a due diligence process according to the OECD 
Guidance or governing laws (where applicable) shall be performed to confirm that gold produced by 
the ASMO is "conflict free". 
Since the results of due diligence during application for certification or during audit only present the 
situation at that very moment in time, this does not exempt future certified buyers from carrying out 
their own due diligence processes. 
Artisanal and small scale mining organizations (ASMOS) that wish to become FAIRMINED certified 
need to put an Internal Control System in place to assure physical traceability of its minerals. ASMOS 
also need to demonstrate that none of its revenue is used directly or indirectly to finance or support 
illegal activities or armed conflicts. Full alignment of the FAIRMINED Standard with the OECD 
Guidelines (see the section on organizational and geographical scope of the Standard), ensures that 
that FAIRMINED certified gold is also conflict free gold. 
 

• Is there a recommended percentage for the CSR claim in FAIRMINED? 

The FAIRMINED system offers two commercial models, differing in the extent down to which point 
in the downstream supply chain physical traceability is governed by the FAIRMINED Standard:  
1. "Incorporating FAIRMINED supply": a "Business to Business" (B2B) model where the FAIRMINED 

Standard ensures physical traceability of the supply chain until the buyer from the ASMO (ASM 
organization). Downstream from this point, operators are free to follow traceability and product 



 

4 

composition rules of their own choice. In this model claims are only allowed on the company´s 
CSR level, not on specific products.  

2. FAIRMINED consumer product":  a supply chain model extending the "Incorporating FAIRMINED 
supply model", where the FAIRMINED Standard itself ensures physical traceability throughout 
the entire supply chain down to the final consumer product.  

For companies choosing the first option, ARM proposes a symbolic target of incorporating minimum 
10% of FAIRMINED gold in their supply. Artisanal and Small-scale Mining produces an estimated 10 
% of gold globally, while constituting 90% of work-force in the sector. In order to achieve this target, 
continued work needs to be done to grow the supply of certified gold. 
 
According to the proposal of FAIRMINED Standard v2.0, gold purchased from certified mining 
organizations attracts a FAIRMINED Premium of $4,500 per each kilo of certified gold (plus $2,250 
per kilo of ECOLOGICAL gold). 
 

• If % of gold is FAIRMINED certified - why not 100% certified if following this process flows 

since it is a controlled process following standards, it should be 100%? 

The proposal of FAIRMINED Standard 2.0 allows certifying gold from a FAIRMINED System of 
Production, which is a register of miners, areas and processing plants that are audited against all the 
requirements of the Standard. This model gives a flexibility to introduce the Standard step by step in 
larger organizations; for example a Cooperative that has 20 independent mining fronts can decide to 
only certify 5 of them which are more advanced, while advancing the work towards compliance with 
the remaining 15 fronts.  
 
However, gold from the 5 fronts constituting the certified FAIRMINED System of Production will be 
strictly separated from gold produced by non-certified mining fronts. Thus, although not all gold 
produced by the Cooperative would be FAIRMINED certified, the Internal Control System ensures 
that only gold from the certified System of Production is sold as FAIRMINED (the rest is sold through 
the usual channels). This means that the buyer/ refiner receives 100% traceable FAIRMINED certified 
gold, produced by the FAIRMINED System of Production. 

• How can one apply FAIRMINED in conflict areas in Africa, is it possible? 

The FAIRMINED standards considers “red flagged” areas as defined by the OECD Annex 1 of the God 
Supplement as exclusion areas. Nevertheless, organizations in these areas can apply for certification 
if they can credibly demonstrate that they are not involved in "direct or indirect support to non-state 
armed groups or public or private security forces through the extraction, transport, trade, handling 
or export of gold" as defined in the OECD Guidance. Furthermore, the certification body can, on a 
case-by-case basis, allow the development of a due diligence process (based on the OECD DDG) to 
confirm that the minerals are conflict free.  
FAIRMINED certification in conflict zones in Africa should go in hand with other regional initiatives to 
ensure traceable, conflict-free zones, to which it could add-value. 
 

• Please elaborate a little further on the environmental, economic and government practices 

that are included in the FAIRMINED standard? 

The FAIRMINED standard establishes a set of guidelines for responsible artisanal and small-scale 
mining operations, which are structured as progressive responsibilities for ASMOs, regarding their 
social, economic, environmental and labor practices. The principle of legality is a foundation of the 
STANDARD, mining organizations must comply with national legislation in order to get certified. 
ASMOs are required to abide by the environmental laws of their countries, including responsible use 
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of mercury and cyanide, protection of water bodies, minimizing ecological footprint of its operations 
and respect for protected areas. They need to contribute to environmental protection and 
rehabilitation in its mining operations, and progressively also promote good environmental practice 
in their communities.  
Additionally, the standard requires ASMOs to actively engage in community efforts to manage 
mercury and campaign against amalgam open-air burning, and in forested areas, collaborate in the 
monitoring and sustainably manage collective forests. FAIRMINED standard also promotes the 
creation of a Grievance Procedure for human rights and environment, results of which must be 
communicated at the local level. The grievance procedure as well as many environmental and labor 
criteria are progressive, which means that ASMOs need to develop them over time.  
With respect to the FAIRMINED Premium the standard requires ASMOs to set up a Premium 
Committee with the representation of all social groups within the organization. The rules of the 
committee must guarantee democratic decision making, and are agreed upon in general assemblies, 
which must be recorded and documented. The committee proposes an action plan to implement 
premium funds and once the plan is approved, the ASMO is responsible for its implementation and 
further communication to the communities.  
An additional ECOLOGICAL Fairmined premium is offered to ASMOs that do not use mercury or 
cyanide in mineral processing and take actions to rehabilitate the native ecosystems. 
 

• Doesn’t paying a development premium to miners prejudice the companies’ competitive 

edge over competitors buying uncertified gold?  
 

Actually, it is just the opposite. Companies receive an added value through the FAIRMINED 
certification, demonstrating their commitment to social and environmental responsibility and being 
part of a pioneering initiative that has a potential to transform the sector. This commitment is 
appreciated by the public, investors and by customers, who increasingly make their choices based on 
ethical criteria. 
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