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Investors and creditors
are systematically
underestimating the
correlated risks that
inattentiveness to
Indigenous peoples’
rights poses across their
‘green’ or ‘transition’
portfolios.”

INTRODUCTION

A recently published analysis of global Energy
Transition Minerals (ETMs) and Metals finds
that “54% of projects are located on or nearby
Indigenous peoples’ lands, with 29% of these
projects on or near lands over which
Indigenous peoples are recognized as managing
or exercising some form of control or influence
over land for the purposes of conservation.” For
Lithium (85%) and Manganese (75%), the
percentages are even higher.'!

The vast majority of projects proximate to

Indigenous lands are also in geographic areas
facing water scarcity, conflict risk and food
insecurity.
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In the United States, MSCI reports that 79% of Lithium reserves, 97% Nickel reserves, 89% of
Copper reserves, and 68% of Cobalt reserves are within 35 miles of Indigenous lands.”

While some might argue that this overlap is an economic opportunity for Indigenous populations
to prosper from the development of minerals vital to the energy transition, the historical record
raises a cautionary flag. Mining and other large-scale infrastructure projects proximate to
Indigenous lands often fail to promote peace positive development and leave important
environmental damage. Rapid infusions of new capital and haste in development by companies
with limited experience are likely to accentuate negative social, economic, and environmental
impacts.

EVIDENCE OF MATERIAL SOCIAL AND
ENUVIRONMENTAL RISKS

At Wharton Impact, we have conducted a series of analyses highlighting the material risks
associated with such projects, particularly when developed in proximity to Indigenous peoples or
other groups with long-standing historical grievances against their national governments.

The first study explored the variation in lawsuits, legal actions, regulatory inquiries, regulatory
enforcement actions, and unexpected operational suspensions across 1,444 infrastructure projects
that had received $1.4 trillion of credit. We found that the incidence of these negative and material
events was 500% higher for projects within 10km of an Indigenous land claim compared to those
more than 500km from Indigenous lands.’

A follow-on study explored a much larger population of multinational investments and found that
the 800 projects within 50km of Indigenous lands were associated with significantly higher levels
of conflict, including deaths, than otherwise similar projects. This relationship held not only in
mining but across a wide range of industries. Specifically, we find that projects proximate to
Indigenous lands had, on average, 10 more conflict events in the year after the investment, and 0.5
additional deaths, compared to otherwise similar foreign direct investment projects.

In further analysis, we show that many of these conflict events involved the activation of rebel
activity against corporations and the national government, which has the potential to undermine
growth and development at both regional and national levels. Similar results are found in related
papers that study projects proximate to UNESCO World Heritage sites, as well as green energy
projects in conflict-affected states.”

Wharton IMPACT

Value and Sustainable

UNIVERSITY of PENNSYLVANIA Business Initiative


https://impact.wharton.upenn.edu/

In summary, a growing body of evidence shows that large-scale investment in conflict-sensitive
areas can cause violence, undermining peace-positive development and the project’s financial
success. Investors and creditors are systematically underestimating the correlated risks that
inattentiveness to Indigenous peoples’ rights poses across their “green” or “transition” portfolios.

WHEN PROJECTS SUCCEED OR FAIL

Importantly, not all such projects are associated with conflict. We find that negative impacts are
higher when economic development was more rapid, legal protection for Indigenous peoples was
lacking, and media censorship by the government was higher.

Related research shows that more inclusive engagement’ with a representative set of stakeholders
who are engaged on a proactive basis® and whose demands or requests are met with rich and
timely information’ are less likely to experience conflict. International standards for Free Prior and
Informed Consent and participatory stakeholder engagement offer clear guidelines that can reduce
conflict and enhance financial performance.

Powerful examples of participatory processes resulting in commercial, social, and environmental
benefits include Grupo Aje’s cultivation of Amazonian fruits® and multiple mining projects’ on
Indigenous lands where Indigenous peoples are co-owners'’ with full decision rights over
development, with the support of shareholders.'' However, all too often, speed and short-term cost
minimization lead to pressures to circumvent these processes.

CASE STUDIES AND MARKET SIGNALS

The furor over Rio Tinto’s destruction of the Juukan Gorge rock shelters, which culminated in the
forced departure of CEO Jean-Sebastian Jacques, highlights the reputational and financial risks
involved."” Similarly, the contested development of the $2.3b Thacker Pass mine in Nevada,"
opposed by the Reno Sparks Indian Colony, Summit Lake Paiute, Burns Paiute, and Ft McDermitt
Paiute Tribes, as well as the Resolution Mine of Rio Tinto by the San Carlos Apache, illustrates
the broader pattern.

These are not isolated or extreme cases. Rather, they are representative of the financial risks
inherent in pursuing rapid expansion of ETMs without sufficient attention to conflict risk.
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ENUVIRONMENTAL AND HUMAN COSTS

Development of ETMs also poses substantial environmental risks. Indigenous lands contain 80%
of the world’s remaining biodiversity," 35% of formally protected natural environments, and 35%
of land area with limited human intervention.'

Comparisons of Indigenously managed lands with other similar land areas find that “amphibian,
bird, mammal, and reptile abundance is highest on lands managed or co-managed by Indigenous
communities — higher even than on protected areas like parks and wildlife reserves, which were

found to have the second highest levels of biodiversity.”"’

Contrast this record with the planned or realized environmental damage of mining on Indigenous
lands. The 1.6b gallon per annum water usage at the Thacker Pass mine'® would rival that of the
entire Las Vegas Valley for four decades."” Protests by Nez Pierce against Per Pet Ua Resources’
antimony mine focus on the impact on salmon.”

Protecting the natural environment involves substantial personal risk disproportionately borne by
Indigenous peoples. In 2023, 196 deaths were recorded by environmental activists, of which 43%
were Indigenous peoples,” a death rate almost 700% higher than their share of the global
population. Indigenous peoples are literally dying to preserve their environmental and cultural
heritage.

CONGLUSION

As mining for ETMs expands to meet the needs of the energy transition, attentiveness to conflict
risk and Indigenous demands can help direct dollars towards developing mines with stakeholder
support, which are more likely to meet their financial and peace-positive development targets.

A headlong rush to secure ETMs and fund the energy transition in the conflict-sensitive areas of
the global south, by contrast, will leave false hopes for investors and Indigenous peoples, as well as
a trail of violent conflict, deaths, and abandoned, delayed, and financially underperforming
projects.
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THE SCHOLAR:
REBECCA ADAMSON

Rebecca’s career spans her time spent in and out of jail, working for the Coalition of Indian Controlled Schools (1972-
1976) to serving as Advisor to Wharton Impact (2022-present) In 1983, Ms. Adamson created the first microenterprise
loan fund and was an early leader of the Community Development Financial Institutions (CDFI) movement. As Trustee
of Calvert Social Investment Funds (1988-2020), she led High Social Impact Investing HSII (1990) to invest directly in
low-income CDFIs. From 2014 to 2019, she advised Royal Dutch Shell, Rio Tinto, Vale and Hess on Social Performance
and indigenous Peoples Rights. Ms Adamson has won many awards: PBS Change Makers, National Women’s History
Recipient, co-author the award-winning book “The Color of Wealth: the Story Behind the US Racial Wealth Divide”.

THE SCHOLAR:
WITOLD HENISZ

Witold J. Henisz is the Vice Dean and Faculty Director, Wharton Impact and the Deloitte & Touche Professor of
Management in Honor of Russell E. Palmer, former Managing Partner at The Wharton School, The University of
Pennsylvania. His research examines the impact of political hazards as well as environmental, social and governance
factors more broadly on the strategy and valuation of global corporations. This work analyzes best practices in corporate
diplomacy to win the hearts and minds of external stakeholders as well as the measurement thereof.

The Impact, Value, and Sustainable Business Initiative:

The Impact, Value, and Sustainable Business Initiative at the Wharton School (Wharton Impact) conducts evidence-based
research on the gap between corporate and investors’ impacts on natural, social, and human capitals and their financial
valuations. Informed by this research, we offer 30+ courses that MBA and undergraduate students can assemble into a
major and concentration, over a dozen co-curricular experiences, four Executive certificate programs, as well as speaker
series, workshops, and events, and an expanding array of industry and policy convenings. We advance Wharton’s best-in-
class education of current and future leaders, equipping them with the tools, skills, and perspectives needed to navigate a
more complex and interconnected world. For more information, visit https://impact.wharton.upenn.edu.
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