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| ntroduction

In this chapter | reflect on ways of interpretinggrammes of corporate social
responsibility in the extractive industries sectBy extractive industries | am
referring to economic activities that remove a rattesource from the environment,
submit it to marginal or no processing, and thdhitsen: industries such as mining,
oil, gas, and timber extraction. My specific emgibavill be on the mining sector,
with a geographical focus on the Andes, Peru itiqadar. Peru is especially
interesting because, while it has a long historgnofing, the extractive industries
sector has grown at remarkable rates over thdifiesin years. This growth has been
accompanied by changes in public policy, a prdifien of social conflicts, shifts in
patterns of ownership and a rapid expansion ofnessHled social responsibility and
community development programmes. This correlatidime is not accidental, and
is relevant for any interpretation that one migtfieioof corporate social responsibility
— both in its Andean form, and as a more generahpimenon.

In addition to thinking about social responsibilgszogrammes from this geographical
and historical context, the chapter also locatemtin the context of policy and
theoretical debates on the relationships betwetaatves and development. This
debate — most often referred to as the “resourtsetdebate — explores the
relationships between the growth of extractive stdas, macroeconomic tendencies,
patterns of industrialization, processes of statmétion and relationships between
state, citizen and interest groups. | argue tlaatipg social responsibility
programmes in this context helps one think aboaitntin terms of their more general
place in development processes rather than indhtext of place and company
specific processes. Put another way, this apprbalgs understand such
programmes in terms of development understoodpascess of systemic, political
economic change rather than as a specific, intesitiggoal seeking intervention (c.f.
Cowen and Shenton, 1996).

The chapter does not argue that social resportgipilogrammes should merely be
dismissed as exercises in “greenwashing” — eftorfgoject more socially and
environmentally friendly images to consumers, inoesor regulators. Whether they
do or do not have such intentions or results is ileteresting than the broader
“instrument effects” (Ferguson, 1994) that theyéhaand the wider assemblages of
which they are parts. These latter concerns a&réottus of this essay.

The chapter begins by laying out elements of blag¢hrésource curse discussion and
the context of extractive industries in the Andeaunntries as a canvas on which to
locate corporate responsibility. In these disaussiinstitutional questions figure
prominently, and the following section discussesrédationships between these



institutional themes, the emergence of social acisfaround extraction, and the
issues that these raise for extractive industrypaonies. The third section discusses
social responsibility programmes in terms of tmelationships to these institutional
guestions and social conflicts. The paper condwsiggesting that the importance of
social responsibility programmes resides less ynsample argument about their role
within corporate public relations initiatives, amdich more in their institutional
effects. In particular, | suggest that these mognes short circuit relationships
between conflict and the social production of agllepmental and welfare state and
that as a consequence, and most ironically, thegnmine the processes that would
construct the very institutions needed to avertréseurce curse effect.

Resource curses: in theory, and in the Andes

The relationships between extractive industriemyatzacy and development are
ambiguous and contested. While some observers fodihe historical experiences of
countries such as Canada, Australia and the UKgweathat mining can play a
central role in a nation’s march towards moderrothers remain unconvinced. They
point instead to more recent historical experierméd3eru, Bolivia, Zambia, PNG and
various other countries to suggest that mineral emonomies perform less well than
those with less resource wealth (Auty, 1993, 2004 )esponse, the former group(or
mining proponents?) point to Botswana, Chile andwéy to argue that this is not
necessarily the case and that extractive industsyniiade critical contributions to
development and modernization in more recent tiasesell as historically ..... and
so the argument goes on and on. While some sesrahend hydrocarbon deposits
as a gift from God, the more skeptical group speak“resource curse.”

The “resource curse” argument hinges around sesalabrguments, some
emphasizing issues of economic management, otbeusihg on issues that are more
political and institutional in nature. Bridge (220228) summarizes these arguments
as follows: extractive industry booms generateigant resources that governments
use to postpone other needed reforms; consequexithctive economies generate
predatory and patronage states lacking the automequjired to pursue coherent
economic policies; the growth of extractive indystectors creates imbalances in the
economy that attract investment resources away @tbrr sectors; and government
accumulation of rents leads to overvalued exchaaigs that are also prejudicial to
other sectors. These distortions, coupled witltgsees of state formation that lead to
close ties between states and certain sectore @dbnomy, and that abrogate the
need to develop broader based taxation systenme dfpe that foster greater
government accountability, each contribute to s@aitical environments that tend
toward instability and conflict, not least becauogzens end up viewing the state as
illegitimate and wedded to special interests. Talep generate macroeconomies
characterized by under-investment in the produdeators and a consequent lack of
diversification, as well as institutional arrangemnsethat have been distorted,
delegitimized and corrupted . The effect is a ues® extraction without development,
in the short to medium term, coupled with reducesisibilities for development in the
medium to long-term.

While extractive industry companies dispute thaiargnt that the existence and
extraction of subsoil resourceausesuch effects, a good number of companies would



accept that the relationships between extractiematratization and development
have often been disappointing. The Internatiorair@il for Metals and Minerals
(ICMM), a body representing many of the largestingrcompanies in the world, is
currently running a programme of research and aakr¢hat acknowledges this
disappointing relationship, and on that basis lmeslacted country studies in order to
understand the conditions under which such efigetsot occur (ICMM, 2006 a,b).
The programme is founded on the recognition tharésource curse argument, and
the reality of resource curse effects, is a stratggpblem for the sector because it
creates serious legitimacy problems for mininglabgl and national levels. The
intent of the programme is to demonstrate thatetlediects can be explained in terms
of pre-existing and current national institutiomsl @arrangements, not by the economy
of resource extraction per se. The resource citliseargued, will be avoided when
the institutions are right.

The resource curse is not just an empirical andrétieal problem for the sector, it is
also a material and political problem. In the Amdeegion (my focus is on Peru,
Bolivia, Ecuador) it is extremely difficult to pdito localities where extractive
industry has been associated with local or regideaklopment. Indeed, the opposite
seems to be the case: if one conjures up the iolagey locality with extractive
industries, the associations that come to mindaes of environmental damage,
relative poverty coupled with evidence of quite camtrated forms of (at times
spectacular) accumulation, and limited economiediication. In some cases,
public health conditions in such areas have bepallipg — the town of La Oroya at
the centre of a regional mining and smelting comptePeru has been identified as
one of the world’s ten most polluted places byBhecksmith Institute for both 2006
and 2007 (BBC, 2006; Blacksmith Institute, 2007).

These antecedents become important points of refenrehen populations in other
areas are confronted with the possibility that mgnmight become part of their future.
Such confrontations have become ever more frequartthe last decade and a half,
a period during which Latin America has experienaeritable boom in mining
investment. While in 1990 the region accountedstame 12 per cent of global
investment in mining, by 2000 this figure had irased to 33 per cent (de Echave,
2007). During the same period four of the ten ¢toes in the world experiencing
most investment in mining were in Latin AmericaifBre, 2004b), and while between
1990 and 1997 global investment in mineral expioraincreased 90 percent, in Latin
America it grew by 400 percent, and in Peru by thausand percent (World Bank,
2005). One consequence of this has been a geageg@ansion of concessions that
are given to mining companies in order to allowntite explore for minerals (and
eventually extract them). Between 2002 and 209 tdtal area concessioned for
mining increased from seven million to 13.2 millibectares — a jump of some 77.4%
which left over half of the country’s formally cditated peasant communities
influenced (affected?) in one way or another byingir{de Echave, 2007). Many of
these concessions are also in environmentally thembigh altitude areas — cloud
forests, water sources and the like.

Something similar has been happening with hydramadoncessions in Peru, though
in a more recent period. Most of these concessiom$ound in the Amazon basin or
along the Pacific coast (including both on-land affeshore sites). Between 2004
and 2008, the extension of concessions in Perutopéhe Amazon basin increased



from 14% to 75% - that is fully three quarters efiPs lowland rainforest areas have
been concessioned out to hydrocarbons companigsn the case of mining
concessions, these oil and gas concessions oweitlaplready occupied lands,
fragile ecosystems, indigenous territory and apeatected for non-contact
indigenous peoples. When activists drew attertahis, the President of Peru
argued that the concept of non-contact peoplesawasre fabrication of
environmentalists in order to block Peru’s develept{Garcia, 2007): the sighting of
one such group in May 2008 (BBC, 2008) forced thxeegnment of Peru to qualify

its earlier position.

Peru is perhaps an extreme case, a country thatitreessed a fire sale of its natural
resources over the last decade. That said, msitrdiar processes are found
throughout the region. Indeed, this growth of &ative industries activity has been
felt not only in countries and regions with an irmpat tradition in extractive sectors -
it has also affected social and political dynanmcsountries and regions with no such
tradition. As just two examples, the last decaale $een rapid expansion of mineral
exploration and initial steps towards exploitatiorcountries such as Ecuador and El
Salvador. Meanwhile hydrocarbon’s concessions baes granted in parts of
Bolivia (for instance, the highland department ofd3i) whose residents would never
have dreamed that they might one day be produé@isar gas.

As the extractive frontier expands, local populasioespond, and their responses are
influenced by the arguments that surround the mesocurse thesis. Not that this is
the language used by any but the most articuladepesfessionalized activists, but the
issues of concern are very closely related. Peagidor evidence from elsewhere
that would show that extractive industries candogevelopment in the areas in
which extraction occurs. At the same time, thegady have their own popular
knowledge of cases in which the effects appeaat@ tbeen more negative than
positive. Activists, NGOs and social justice waskénked to the church often offer
information from cases whose natural resource enaaw clearly has been a curse.
Meanwhile mining companies do just the opposité, lank to present (and take
villagers to) cases where resources (in their vigawee been a blessing not a curse.

The resource curse — in the form of empirical exgpees that are mobilized in order
to show that the curse does or does not existhugpart of negotiations around
extractive industry: it is not merely a topic ofatlectual or macroeconomic debate.
Indeed, the very idea of the curse is likely ongseaof those conflicts around mining
that occur during the phase of exploration, evdoreeactual extraction has begun.
As exploration begins, local populations experieacew range of uncertainties and
both real and potential future costs and disturbamelated to changes in local land
markets, reduced control over territorial dynamibsgats to their access to water,
land and other natural resources, threats to likkelthood and productive strategies,
among others. Without having to argue that thegrilations are all rational
calculators and act accordingly, it is reasonabkeuggest that in the face of these
costs and uncertainties, peopleconduct their own assessments as to the quantity
and quality of evidence that would justify tolerafithese disturbances and risks on
the grounds that the likely future benefits of mgniwould outweigh any short term
losses. In these calculations, evidence from ddwations that offer real world,
historical experiences of the relationships betwaéring and development becomes



an important factor. The less convincing the ewvigethat extraction fosters
development, the more likely that resistance amdlico will ensue.

It is into this terrain that corporate social resgibility programmes tread. To reflect
on some of what happens in this process, and sbthe consequences that it has, the
focus now moves specifically to the case of miremgansion in Peru.

Curses, concessions, conflicts: the legitimacy problem

The evidence supporting popular belief in the res®gurse in Peru provides mining
with a serious problem of legitimacy. It is nodbwever, the only source of this
legitimacy problem. Mining also loses legitimaachuse of the institutional context
in which mining companies operate, as well as tti®as and behaviours of
companies and state alike.

The behavioral issues are the simpler to descnbendll be familiar to many readers.
The mining sector is not known for its great skilhandling community relationships.
Geologists and engineers are in the business afitecand extracting deposits, and
in some sense communities are simply in their wayrthermore, for many of these
company professionals their project is self-evitjeatcivilizational and modernizing
one. They are working in cornefsiicones”) of Peru in which few others work,
places that stand no chance of development, dresowould argue. In bringing
mining and science to these places, they are s#varg from the poverty and
exclusion to which they have been condemned. &heyringing them into a
modern Peru. This narrative (often heard in ingwe) is at times combined with a
certain racism — the project is one of saving “fitiira” (also an oft-used word),
usually indigenous people, and making them Peruvi&hat these people were is
valued far less than what they will become. Ndigtianding another discourse in the
sector about the “new” mining, a mining that is meocially aware and
technologically advanced than all that precedeslith attitudes persist. This is so
not least because, while the discourse may havegeldla most staff in companies
remains the same. The former head of the so@pbresibility programme of a very
large Canadian led company in Peru suggestedhbaesistance, attitudes and
sabotage exercised by these “old” miners was timeipal obstacle to his work
(Camino, 2006¥.

These behavioral predispositions translate ingrawtions with communities that are
less than sensitive, and prone to foster everydasoreconflicts that slowly
undermine company credibility. This dynamic is @ygted in so-called “junior
companies.” These are the smaller, higher riskpaones that specialize in
exploration and which are often the first to hawatact with communities. Because
they have less capital with which to work, and hto/urn their investments around
more quickly (reflecting the speculative naturetir investors and the high risk

1 Over the last decade, the mining sector in Pesuépeatedly argued that this new round of
expansion involves a “new” mining characterizedabdyanced technology both for production and
environmental management, coupled with much immdiodern”) work conditions and socially
responsible behaviour. This “newness” is framedantradistinction to “old” mining that was the
mining of appalling working conditions, basic teology, environmental damage and general
irresponsibility.



financial markets in which they raise their capitdiey have fewer resources and less
time to cultivate relationships with communitieyybed anything other than what is
needed for the instrumental purpose of gainingsctethe subsoil in order to
conduct detailed geological and mineralogical syrve

Meanwhile, as conflicts escalate, companies havegor themselves willing to
request support from police, military and at tirspscial counter-terrorist military
forces in order to quell unrest. The governmegpéutely wedded to the extractive
industry led model of macroeconomic growth, hagsuied this. The behaviour of
these forces— through the use of violence and amtasdeaths and injuries - has
again created ill-will.

While behavioural sources of il-legitimacy are #ssier to point to, there are a series
of institutional arrangements that constitute nsiractural and more significant
sources of illegitimacy. Indeed, in many instantbesmining sector has lobbied for,
and certainly welcomed, these institutional arrangets because they are deemed to
facilitate business. In practice, however, suchragements may well be as much a
source of friction as of lubrication for these mmeWe note three senses in which
this is so:

First, the rules governing the granting of concassin Peru do not give communities
the right of free, prior and informed consent taide whether mineral exploration
and extraction should proceed beneath the landsh#ya own - an issue on which a
number of human rights and environmental group< helvbied (Alayza, 2007). This
is perhaps not surprising. However, it is alsodage that current rules — and
regulatory practices linked to them — do not evesuee adequate consultation or
even information provision, neither prior to thesehof exploration and even less so
prior to the granting of a concession. This i®mpthat has been made formally by
the Human Rights Ombudsman’s Office both for speaiining conflicts as well as
in a more general sense (Defensoria del Puebl&a2002007¥. Consequently it is
often the case that the first time that communiiiesover that the subsoil beneath
their feet has been concessioned is when compaffyastive. Not surprisingly this
fosters resistance and and a predisposition tdicbrfall the more so if company
behaviour is less than tactful.

Second, the responsibility for evaluating the emvnental impact statements
prepared by companies as they present both exjplorahd exploitation plans are
evaluated by the same Ministry of Energy and Minmasse primary responsibility it
is to promote mining and hydrocarbons extractiomtil 2007 responsibility for
monitoring companies’ environmental performance alas in the same Ministry.
This conflict of interests further reduces locapplations’ sense that the state will
guarantee that companies will behave (or be matehave) in ways that are
environmentally and socially responsible (Bebbingtbal., 2007).

Third, and perhaps most significantly, there igptanning process through which the
expansion of extractive industries is planned latien to other development and
environmental priorities. There is no joint plamgpiof mining expansion and water

2 During 2008 the Peruvian government has soughglé&ipn that would reduce the vote within a
village assembly necessary to allow lands to be, sofer alia to extractive industries.



resource management, ex antedefinition of areas in which extraction should not
occur (except protected areas, and even in thestb@sgovernment has sought to
redraw boundaries in order to allow hydrocarbomaetion and has taken away local
governments’ power to declare municipal protecte@s), and no consideration of

the relationships between existing and desiredragieconomies and patterns of
mineral expansion. Instead, patterns of exparaierdetermined by company

strategy and the Ministry of Energy and Minessgtin Lima. As a consequence
concessions have been given in areas providing wateishing production systems

in adjacent water constrained areas, in areah#vwat recently acquired organic
labeling for their products after years of tryimgdaeven underneath urban settlements.

Again, the extractive sector lobbies against arangle in these institutional
arrangements — they want neither to be plannedoithat there are no-go areas for
mining. However, in the presence of a public seictstitutional environment in
which there are no mechanisms to jointly plan ngrand local development, the
companies themselves become the agents of suahiqdan through their community
development programmes, their discourses on theablility of mining and
agriculture, and their own investments in infrastiwe. Combined with the
frequently isolated location of many of the argagquestion, areas in which the state
has relatively little organized presence, the efifethat the company walks into roles
that are more commonly assumed to be those otale: soles of area based planning,
of conflict management, of investment in public de@tc. Corporate social
responsibility programmes have to be interpretetilarderstood in this context.

Institutional arrangements and forms of organizeatidoehaviour are therefore central
to the legitimacy problems of mining in Peru. Timplication is that resolving these
problems would require change in these organizatiand institutional domains. In
the first case, this implies a need for differemtris of behaviour on the part of
companies and state agencies. In the latter tesehange required is one of
building institutions that would help “rationalizeglationships between environment,
society, mining and development and in the prooapsove the quality of the
relationship between rural people and the stategargithe sense of democratic
practice. The question is whether corporate soesdonsibility programmes
contribute to these sorts of changes, or whetlesr witimately work against them.
The question is important because the institutichahges in question are also among
the types of change that, it is suggested, ardrextjif the resource curse is to be
avoided.

Social responsibility and social conflict: two pathwaysto institutional change

The growth of social responsibility in Peruvian mogncannot be separated from the
growth of social conflict around Peruvian mininigideed, beyond any corporate
sense of ethical responsibility (a sense which wely exist), these programmes
emerge in order to do something about conflictsdme cases they emerge to de-fuse
conflict while in others they emerge to anticipataflict in the hope of preventing it.

In all cases, though, these programmes seek tgitlelize conflict as a valid means

of expressing concerns and as a legitimate pathovegrds institutional change. In

the process these programmes help usher in forinst@fitional change that are

quite distinct from those that might otherwise hbeen created through conflict.



There are different models for the forms takendmhsorogrammes, with the forms
varying with the economic size and geographic sadpke companies’ impacts. In
some cases, corporate responsibility programmesoarfned to areas in the
immediate vicinity of the mine, and are implementt@@dugh community
development and community relations teams withinabmpany. In larger
companies there is some tendency to combine thiehfor the immediate vicinity of
the mine with other instruments that have a brogdegraphical reach. One of these
instruments is the external relations unit — tettmas can deal with a range of regional
and national actors and that have a budget travslthem to fund requests for
support in a one off, responsive mode — this at#me time as projecting a particular
company image. In some of the largest compangsetinstruments might be
combined with yet another instrument. This isfteestanding nonprofit association
or foundation that, though funded or endowed byctirapany, is argued to have
some degree of autonomy to engage in regional derednt work — generally in
areas beyond the immediate influence of the mitiénbwhich, for various reasons,
the company still prefers to have good standingalfy, in rare instances, social
responsibility initiatives might be conducted atimtier-company level, articulated
through their representative bodies or via stratatfiances among companies. In
Peru the most significant example of this cameQi®627 in the face of increasing
public demands that company tax contributions shondrease. These demands
came in a context in which commodity prices werarisy and company profits were
booming, at the same time as these same companjg®ed pre-existing agreements
with the national government that exempted thempaomes from paying royalties,
and that fixed tax rates on the basis of far losanmodity prices. Sensing that
something had to be done in response to theseupessshe sector’s response was to
insist it would pay no more tax, bwbuldmake an extraordinary voluntary
contribution of $770million over five years. Howayit insisted that the
management and expenditure of this contributionldvoeemain within the remit of

the companies: it would be a private not a pubdicision as to how the money would
be spent. As noted earlier, the government nat welcomed this move, but
endorsed the idea.

In most cases, the actions of social responsilplipgrammes have the effect of
reducing the extent to which conflict targetednat tompany is coordinated across a
range of social actors — in short, it disarticudatenflict. This happens for various
reasons. In some cases, certain groups begicao/ectargeted benefits from these
programmes. This leads their calculations to simtt they tend to become more
favourably disposed towards mining. In other caesslers are effectively bought off
with these resources, with the effect being similaryet other instances — such as
that of the voluntary contribution — different atavithin broader based bodies that
were previously critical of the sector form diffateziews on the initiative, with some
being supportive while others are less sympathétie effect is that these different
actors begin to discuss and disagree among theessether than with the company.

This is not to say that social responsibility pargmes resolve all conflicts for
companies. Nor is it to deny that they can alsotelew conflicts, as groups that do
not initially receive transfers begin to protestlasy seek their own share of the pie.
While such conflicts do emerge, they are more dildtin nature and far easier for the
company to handle than more articulated mobilizati®hey are, moreover, rent



seeking rather than ideological conflicts and afiglo not call into question the
overall legitimacy of the extractive activity ingiirst place. They are arguments
over distribution at the margin more than overrdison d’étre of mining.

Arguably one of the most important effects of sb@aponsibility programmes — and
this is related to the previous point — is to cldee/n public debate. They have this
effect in several senses, some perhaps more iotahthan others. In some cases,
they are quite clearly used to close down partrodddoates that would threaten the
extractive project at hand. A clear example of thithat of Monterrico Metals and its
subsidiary Minera Majaz’'s Rio Blanco Project in Narn Peru. This project has
been dogged by arguments (sustained also by thai@smnian’s Office) that its
presence in community lands had not followed |ggatess (Bebbington et al., 2007;
Defensoria del Pueblo, 2006 a, b). Conflict arotlmedproject escalated since 2003,
and the mine initially responded with both autretdn responses and a community
development programme (stick and carrot). Whesdlestruments failed to defuse
conflict the company then offered an $80 milliomewed fund for community
development, that would however only be given amdation that the communities
surrendered all claims that the company’s presesmszillegal. While to date the
communities have not accepted the offer, the irgeritere is to use a social
responsibility instrument to close down debate spexific issue.

In other cases social responsibility initiativesyd#he effect of narrowing (and
defining) debates on development options. Thisase likely in the case of larger
companies that are able to finance large foundatmrassociations that in turn
finance local development. Typically these inities (of which examples would be
the Associacion los Andes de Cajamarca, suppostédiera Yanacocha, or the
Fundacién Ancash supported by Antamihsipport enterprise development, micro-
finance, and broadly entrepreneurial private sdetbdevelopment — and by their
very size (and instruments) crowd out debates albeutature of development that
ought occur in their respective regions. Certaitidatives also rein in debates on how
far (and by whom) development ought to be plandedCajamarca again, in the face
of concerns that Minera Yanacocha was not triggeregional development, that the
economic changes that were occurring were quiteartnated, and that regional
water resources were being compromised by the st#he operatiofl,Yanacocha

led an initiative to bring together the largest pamies in the region in an alliance
called the Grupo Norte, whose self appointed ras % elaborate development plans
and proposals for the region and in the processrerbat the path for support future
mineral expansion. These proposals - unsurpriginghply no planning or

regulation of mineral expansion, while their vecale and the weight of the
companies involved meant that they became a folcdsliate and attention.

Social responsibility programmes, therefore, apéte and dissipate conflict (to a
lesser or greater degree), while both closing damahthemselves occupying the
spaces for public debates on development. Whetheot these are intentions, they
appear to be effects of this form of corporaterirgation — effects that are of course

3 Yanacocha is jointly owned by Newmont, Minera Baxentura and the International Finance
Corporation of the World Bank Group. Antaminadmijly owned by Xstrata, BHP Billiton, Tech-
Cominco and Mitsubishi. Antamina has since rediebthe Foundation into the structures of the
business.

* This is Latin America’s largest gold mine, an opéroperation visible from space.



functional to corporate interests in survival amgansion. However, they also have
the effect of increasing even more obviously thatredity of the extractive company
in regional and national polity and society. ThkRtionship between this effect and
company interests is far more ambiguous, for wtalepanies clearly seek to control
their environment they are also forceful in arguiingt they do not want to be a quasi
state, for this attracts rather more visibilityritthey would normally wish. Yet at the
same time as they say this, they assume interventiat lead them in this direction.
In the process, a packet of interventions emelifgggscombines control of large
territories, regional economic power, social resulmihty and very close relationships
with political and military-police authorities. Ehis a packet of interventions that
combines market transactions and patronage re#dtips, and that in the process
builds a wide-ranging web of relationships centsadhe company. This is an
assemblage that begins to look very much like #i@dmda model that dominated the
Andean (and South American) countryside up unéllénd reforms of the 1960s.
Furthermore, if Camino (2006) is correct in claigihat “modern” social
responsibility programmes exist alongside veryitragial and retrograde forms of
behavior among the “old” workforce — behavior inigthcommunity needs and
capacities are looked down upon — then the parsgieins even stronger: for the
hacienda combined forms of patronage and sociakigprovision with deeply
retrograde attitudes toward (and regulation of)jgadous labour.

The comparison between the socially responsible raimd the hacienda is not an idle
one in Peru. In a series of newspaper editosgiseches and policy initiatives since
mid 2007, the President’s office has outlined sovi®f development for Peru that
looks very much like a modern form of the haciendalel (see Garcia, 2007 for the
most cogent summary of this visioh)President Garcia has suggested that what Peru
needs in order to modernize is a political econamaclel in which: property in land
and natural resources in concentrated in largeesstnese large property owners add
foreign direct investment and modern technologthi® land; and production
processes are environmentally responsible and défeent arrangements for workers.
Rejecting the country’s historic experience of laefbrm, he argues that (Garcia,
2007) “we’ve been fooled into giving small lotslahd to poor families who don’t
have a penny to invest.” He goes on to argue fttiat same land, if sold in large
plots, would attract technology from which the conmity members would also
benefit” and that “there are millions of hectarestimber lying idle, millions more

that communities and peasant associations haveuttotated and will never cultivate,
in addition to hundreds of mineral deposits thaftdae worked and millions of
hectares of sea which will never be made productoreused for mariculture.”

In this context, reconcentration of property is wWeey forward. For instance, in the
forestry sector “formal property for large corp@ainterprises such as pension funds
would allow us to make long term investments, beigig from the initial planting
through to harvest many years later.” Meanwhe tlie case of mining he
complains that “barely a tenth of those (minerafaurces are being exploited,
because here we are still discussing whether mieicignology destroys the
environment, which was only an issue last centuiyet, he argues, “today mines
coexist with cities without any problems, or atdethis is the case when the state
demands strict technological standards of miningmanies, and negotiates a greater

® | draw here on conversations with my colleaguen&edo Eguren.

10



share of profits and employment possibilities fa tlepartments in which the mines
operate.”

This is a call, in short, for socially responsib&gitalism based on a very significant
concentration of ownership in land and natural ueses — the modernized hacienda.
Furthermore, it is a model that has already beettypelaborated in the form of mines
combining high technology forms of extraction aadye scale social and
environmental responsibility programmes.

For Garcia, what stands in the way of the marctatds/this model are
environmentalist and human rights activists. Waetine agrees with his
characterization of them or not - he talks oftie old anticapitalist communists of
the 19th century disguised themselves as protastsom the 20th century and have
once again changed their tee-shirts in the 214tipeto become environmentalists” —
for our purposes, whad true is that the modern, socially responsible hatags most
certainlynot the institutional model that these activists hiswveind for the future of
Peru. Their institutional demands are differehhey are demands that hinge around
changes that would (another irony) in practiceifgsbme of the self-same
institutional sources of conflict that complicaife for mining companies in the first
place. While it is impossible to characterize thdemands as being the same across
all groups that protest, there are certain rectittemes. These include demands for
planning institutions that, while not banning migjnvould at least identify areas
where it made more or less sense (in environmesdalal and livelihood terms) to
expand extractive industry. They are also demé&rd®gulatory institutions
independent of agencies charged with promotingaetitre industry development, and
that therefore will have both more legitimacy anorenteeth. And finally they are
demands for fiscal arrangements that would ensstehilition of rents generated by
extractive industries in ways that are increasitigl¢ed to participatory and strategic
planning processes. In essence these are denmaradfaf stronger set of public
(state) institutions that can play a more rati@ra competent role in development
processes and not delegate such roles to compamiesvestors.

The irony in all this is that — looked at closelgetivists are demanding the types of
institution that would likely need to be in placedrder to revert aspects of the
resource curse. They are demanding institutiomswould address some of the
legitimacy problems of the extractive industriestse Yet both in the ways in which
social responsibility programmes are presentedigytand in the positions assumed
by the government, these activists and the coafb€which they are a part, are
deemed to be the problem, and very far from bearty@f the solution. Meanwhile,
the sector, with the government’s blessing, elalesra model of resource and
territorial governance that fifty short years agjoited mass rural protests and armed
movements that ultimately culminated in far-reaghend reform programmes.

Conclusions: responsible cor porations, stunted states
In the face of corporate social responsibility pesgmes, analysis seems more
valuable than skepticism. Such programia@esof course exercises in public

relations, though themnayalso be more than this — in some instances, certain
companies might become persuaded that it reathyeis role to do more than merely
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maximize their bottom line. Arguing over whethleey do or do not really mean this,
or whether they are doing enough runs the riskistimg the larger issues at stake.
Perhaps it is more useful to enquire critically sotmuch (or at least not only) into
theintentionsof these programmes but rather into tiedfects®

In this essay | have argued that the most sigmifieffects of social responsibility
programmes relate to their effects on pathwaysstftutional change in society — via
their effects on the state, both as idea and amdl® of institutions, and on conflict.
Social responsibility programmes, at least thosengfreasonable scale, are presented
and justified to the public not only as acts ofpmate good will, but also as
responses to states that lack significant capaditiéhe delivery of programmes of
social welfare and environmental protection. la filice of such lack of capacity, the
argument goes, corporations assume roles thatréadly would rather not but feel
they have to in order to ensure that programmesghreaneficiaries. That is, social
responsibility programmes are crafted through aeumthat at the same time as
claiming more space for corporations, repeatedistian the legitimacy of the state.
This was most palpably so when the mining sectétaru agreed to increase its
financial contributions to society though refusedld so in the form of extra tax
payments but rather in the form of a “voluntary trifrution” that they would decide
how to spend. Worse still, the President’s anchBMinister’s offices and cognate
ministries supported this argument.

These moves must also be read alongside othersiamthe sector argues vigorously
against any enhanced role for the state in indgsegulation. The sector insists that
the state should neithexx ante define certain areas as off-limits to extractive
industry nor plan mining expansion in terms of mstrategic regional development
plans (regional development should be a derivaifveining expansion, not vice
versa). In these different ways the sector weaklensery idea of the State as a body
for regulating economic activity in the pursuitao€ommon good (though the sector
doesargue that the state should regulate civic andipaliactivism).

At the same time as having these effects on treeafi¢he state, social responsibility
programmes also short-circuit the relationship leetwconflict and state building.
Part of this is clearly deliberate: these prograsohe seek to resolve conflicts
because these are bad for business. ConflictBustnate company access to new
deposits or to the water they need; they can &lsbdown production on those
occasions when roads are blocked for extendeddseriSocial responsibility
programmes aim to prevent this by cultivating kesbulent relationships with the
population. However, in doing this individuallybut above all collectively — they
have the effect of taking pressure off state arginass to change in more
institutionalized ways. Tilly and others have sesfgd that the emergence of
European welfare state institutions has to be wtded as a product of conflict, an
organized expression of societal demand for chaige. welfare state should not be
seen as a product of technocrats of corporate gidbhdut rather as one of societal
demand expressed through conflict. In defusindlimbnsocial responsibility

® Having appraised these effects, the questiontehtions does become important because it helps the
analyst/activist/political representative etc. deii@e how far they might be able to build allianeéth
particular corporations (or groups within thesepooations) in trying to do something about those
effects that are less than desirable in the puasystirticular forms of social change and human
advancement.
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programmes break this causal relationship betweblective demands and
institutional change.

Ironically, in weakening the idea of the state, anthterrupting the relationship
between social conflict and state building, soeaponsibility programmes may end
up contributing to the resource curse effect — eagethe industry as a whole is
seeking ways of avoiding this same effect (ICMMOQ@8, b) on the recognition that it
generates genuine problems of legitimacy for tlutose If “escaping the resource
curse” requires institutions that are better ablplan local and national development,
foster strategic investment of rents, and enswaediich investment addresses growth,
poverty reduction and equity enhancement, themssighte social pressures that
demand that the state makes precisely such chamggsjltimately deepen rather
than avert the resource curse. Meanwhile, to xbenéthat responsibility
programmes have the effect of aggravating confliétsin populations, they also
weaken the very community based institutions thaisa important in fostering local
development.

To the extent some of these observations hold,sketor wide commitments to
social responsibility may reflect forms of (corpjabehaviour that while
individually rational, are collectively irrationalin the sense that their effects
aggravate the main strategic problem that the sasta whole recognizes that it
needs to address. Exploring and demonstratingfaothis is the case might
ultimately be a more effective activist(-acadensicategy than simply name calling.
Shouting at corporations that they are neo-libanal self-serving will not stop them
from being so; suggesting to them that certain foafneo-liberal and self-interested
action might ultimately do them more harm than gowoght deliver more fruit.
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