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Abstract 

In this paper weak and strong forms of global governance of raw materials 
markets are compared. This is done by comparing the «transparency agenda» 
with the «structural reform agenda». John Maynard Keynes has worked for dec-
ades academically on commodity markets, on speculation and storage, on for-
ward markets and buffer stocks etc., but he has also practised commercial trad-
ing activity on various commodity markets, and he has written and/or influenced 
the Post-World War Two ICU/ITO (International Clearing Union/International 
Trade Organization) agendas which are containing detailed provisions for estab-
lishing a world order on commodity markets. He was very much interested in the 
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A short Note was written 2012 in the context of a Radio Bremen discussion organized by 
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panies to governments of resource-rich countries and other instruments for avoiding cor-
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relation between price volatility of raw materials and its impacts on global macro-
economics, but he was also convinced that appropriate regulations of commodity 
markets and sectors impact positively on peace and development. He was con-
vinced that strong global governance must be based on simple, stable, effective, 
consensual and binding rules. Now the «transparency agenda» with regard of 
raw materials is so much debated but it is a rather weak form of global govern-
ance, while the «structural reform agenda» represents a rather strong form of 
global governance of the resources sectors. The «transparency agenda» is dis-
cussed in great detail in this paper while the «structural reform agenda» is con-
sidered in the Conclusions and Outlook section but needs further elaboration in a 
follow-up paper. 
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1. Introduction:  

The New Interest in Regulating  

International Commodity Markets 

There is now increasing attention given to transparency of international 
commodity markets. Voluntary initiatives like EITI (Extractive Industries Trans-
parency Initiative) and PWYP (Publish What You Pay) have a role to play al-
though these initiatives are limited in coverage and effectiveness. New legal ini-
tiatives now play an increasing role, especially in the USA and in the EU, so as to 
increase the transparency of all types of payments by large and transnational raw 
materials-producing corporations to governments in developing countries, espe-
cially of countries with weak institutional contexts. In the USA the legal initiative is 
working along the Dodd-Frank Act of financial sector reforms and in the Euro-
pean Union it is working along the proposed transparency and accounting or-
ders.  
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However, the particular features, problems and complexities of interna-
tional raw materials markets (with elements such as market cycles, market fail-
ures, market power, and market restrictions) cannot be addressed by these vol-
untary initiatives and the mentioned legal moves. Also, the complete lack of regu-
lation of the international raw materials markets is a fundamental problem, for 
developing countries (suffering, for example, from resource curse and from ex-
port restrictions) and for developed countries (suffering, for example, from irregu-
lar and insecure supplies and from various forms of decisions taken under condi-
tions of corruption). Both country groups suffer from macroeconomic manage-
ment problems because of sharp price downswings and upswings of raw materi-
als and oil.   

The famous economist J. M. Keynes has more than 65 years ago pro-
posed a regulation of international commodity markets in the context of an Inter-
national Clearing Union (ICU) and an International Trade Organization (ITO). Al-
though both projects never materialized, there was some impact on the post-
world war 2 economic order. The proposals to regulate commodity markets in the 
context of an international systemic approach have increasing relevance again 
now. The situation since 2007/08 with sharp food and raw materials price in-
creases and the event of the 2008/09 global financial crisis have changed the 
picture. Although there is no chance to revitalize such ideas as an ICU or the ITO 
in the current world economy context, even in the context of the Bretton Woods 
organizations IMF and World Bank and the WTO and GATT rulings some mean-
ingful programmes, provisions and waivers can be incorporated into the workings 
of these institutions so as to regulate some crucial aspects of the international 
commodity markets.  

So many issues are now related to global commodity markets and con-
nected with the main actors involved. The developed, the developing countries 
and the global economy are affected negatively and so there is potentially a 
common interest to work on a global commodity control mechanism. 

Developed countries are affected in their macroeconomic management 
and in the management of their raw materials supply by sharp price level 
changes and price swings, by export restrictions of producer countries, and by a 
fundamental lack of transparency with regard of access to the natural resources 
in other countries, especially those of developing countries. There is at present 
no global system of rules in force to organize the global access to natural re-
sources for small and large consumer countries and their firms – by defining and 
enforcing rules for the allocation of rights to explore and to produce, and also 
trading rules for raw materials and some processed materials are missing in 
many areas. As well rules for protecting the environment and the workers in pro-
ducing countries are lacking so that the system is open to discriminatory produc-
tion and trade conditions. The system is therefore very much affected by corrup-
tion and lack of accountability. Bilateral contracts between governments about 
the access to raw materials prevail more and more, so that latecomers in this 
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process may have disadvantages. The market power of transnational and large 
corporations in the field of raw materials increases and determines the access to 
resources, so that home countries of such companies may enjoy advantages. 
Developed countries design their raw materials strategies, and such strategies 
may lead to conflicts between developed countries, such as between USA, Ja-
pan and EU, and even between countries within the EU. Such strategies may 
also lead to conflicts with developing countries and with transnational raw mate-
rials corporations. 

Developing countries also suffer from severe macro-management prob-
lems due to raw materials price changes and swings and from the inability to 
control their resource sectors. Price level changes and price swings with regard 
of their resources affect the government revenues and the exchange rates, and 
because of management problems the non-resource sectors (especially agricul-
ture and manufacturing) are discriminated and non-resource revenue loose in 
importance (Dutch Disease effects). Many countries also do not manage properly 
their resource stabilization and equity funds. All types of natural resources (land, 
oil and gas, minerals, forests, fishing grounds) in developing countries are in-
creasingly affected by the international competition for scarce resources. The 
weaker the institutions in a country, the greater are the problems to avoid corrup-
tion and to ensure accountability. The weaker the institutions of a resource-rich 
country are, the greater is the risk that raw materials production is connected with 
conflict and violence, even with civil war and cross-border violence and military 
conflict. Also developing countries are affected by export restrictions and by the 
lack of investment rules and trading rules with regard of raw materials. Develop-
ing countries are affected by the market power (based on technology and knowl-
edge, subsidiaries and networks, acquisitions and finance) of transnational and 
large resource extraction companies, as their own expertise and negotiation 
power is often weak (whatever the modalities of resource taxation contracts, ser-
vice payment contracts and production-sharing contracts are). These countries 
also suffer from unequal economic power what leads to certain discriminatory 
trade and investment rules, and in this context they also suffer from a lack of 
support for processing activities. Also there is no accepted minimum level of 
transparency on social, safety and environmental standards, so that countries 
with weak institutions are not able to negotiate successfully on such issues.  

For the global economy, global macro-management is affected by the 
commodity price cycles and price swings. As there is no mechanism in place to 
use countercyclical instruments at the global level (as proposed by J. M. Keynes 
in the ICU proposal and in his commodity control visions (based on international 
buffer stocks), only national strategies (if they are working) can be better coordi-
nated, such as resource stabilization funds, commodity stocks, trading of national 
reserves, financial instruments based on commodities, and other measures. Re-
grettably, national stabilization and equity funds and sovereign wealth funds 
based on commodity revenues are not transparent in their investment strategies; 
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the market power of such funds is often huge and it cannot be controlled by in-
ternational actors. Trade rules are not ready to cope with export restrictions of 
food products and rare metals. Lack of transparency over reserves, resources, 
exploration and production as well as exports and imports of raw materials cre-
ates uncertainty about future supplies and – in relation to projected demand in-
creases – spills over to the financial markets dealing with financial contracts re-
lated to raw materials. Uncertainty is also accelerated because of manifold inter-
ventions from governments (subsidies, duties, taxes, prohibitions, and quotas), 
leading to widespread market distortions. The global economy and the working of 
its institutions, like WTO, IMF and World Bank, are affected by these market dis-
tortions (huge subsidies for agriculture and minerals production), but also by 
long-term and shorter-term market cycles (with varying price swings at various 
price levels), by market failure (as there are various asymmetries in information 
between producers and users and between all types of contracting partners), by 
a hierarchy of market power (of a small group of huge transnational corporations 
and large national private and public companies which are specializing in all 
types of raw materials-related exploration, production, marketing, processing and 
servicing), and by a serious lack of regulation with regard of raw materials mar-
kets (as national laws and policies are not coordinated and as no international 
organization is dealing comprehensively with all the issues). As the UNCTAD In-
tegrated Programme of Commodities has collapsed and as no further global ini-
tiative was launched (beside of minor initiatives from the side of UNEP, IMF, 
WTO, UNCTAD and others), the issue of commodity control is not touched sys-
tematically at the global level. 

In this paper these issues are addressed by considering the difference be-
tween strong global governance as proposed by John Maynard Keynes and 
weaker forms of global governance as practised since years, like transparency 
initiatives, international standards, stakeholder forums, provisions in international 
agreements, international consultation forums, etc. This is done in the form of 
Guidelines for Action so as to highlight ten major issues of relevance in the cur-
rent debate. These ten issues demonstrate why «moving back to Keynes» and 
turning to strong forms of global governance is important for regulating interna-
tional commodity markets today. Five issues cover the «Transparency Agenda» 
and five issues relate to the «Structural Reform Agenda». While the Transpar-
ency Agenda is considered in great detail in this paper, the Structural Reform 
Agenda will only be touched in the final section of this paper, but it will get atten-
tion in a following paper. 
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2. John Maynard Keynes and the Need  

for Strong Global Governance  

of the International Commodity Markets 

The theory of speculation put forward by J. M. Keynes was developed in 
parallel with his practical activities as a trader and speculator in his asset com-
pany. His commercial and academic interest in many important commodity mar-
kets and his practical activities over a long period in these markets gave him 
enormous background knowledge how these markets really work and what the 
consequences of price volatilities, market irregularities and access interruptions 
are. His theory of speculation – assuming that the individual speculator under-
takes an activity of risk-bearing which entitles him to earn a risk premium – was 
later extended by incorporating the institutional context and the institutional fail-
ures of these markets. It can be seen that the practical activity as a trader and 
speculator led him to new theoretical insights, also in favour of a regulation of 
commodity markets (see the detailed review of these issues in the essay by Mar-
cuzzo, in: Marcuzzo, Ed., 2012). Because of the role of fluctuations of prices on 
commodity markets for effective demand in relation to boom and depression pe-
riods he saw an important field of public action. Case studies for cotton, wheat 
and tin show the wide practical interest of Keynes in commodity markets. The 
case of cotton reveals that the fundamentals of supply and demand are not the 
only factors to be accountable for price instabilities. All types of rumours, esti-
mates, forecasts and factors mentioned somewhere about using land for cotton 
and many other news about facts and impressions about future developments 
had impact on prices in spot and futures markets (see Cristiano/Naldi, in: Mar-
cuzzo, Ed., 2012). Of particular interest is the investment behaviour of Keynes on 
the cotton market. His asymmetric investment behaviour on the cotton markets 
(staying long with price increases and not necessarily short with price decreases) 
has to do with expectations about market developments of cotton as an annual 
crop. Different is the situation at metal markets. Speculation at the tin market 
showed Keynes the limits of commodity exchanges such as the LME (London 
Metal Exchange), with limited sources of supply, few sellers and buyers, imper-
fect information and attempts at manipulating prices). He became personally 
aware of the imperfect market conditions which are prevailing on such markets 
(see Cavalli/Cristiano, in: Marcuzzo, Ed., 2012). The experiences on the tin mar-
ket influenced Keynes in his theory of business cycles, when linking effective 
demand and price volatility of commodity markets. However, he also saw the ne-
cessity to look at the whole value chain from mining to intermediate activities, like 
smelting, and then to the final users of tin. The intermediate level of tin smelters 
and their decisions about inventories brought Keynes to the view that tin mining 
(the first stage of the value chain) and (final) tin consumption are not the only de-
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terminants of price volatility. Inventories play a role and so the investment deci-
sions for investments into stocks of the intermediate producers. Fundamentals of 
the market play a limited role. Prices are not always and not primarily indicators 
of relative scarcity of tin but are also the result of unpredictable decisions of 
smelters on inventories. The activity of Keynes on the wheat market brought him 
to the insight that institutional characteristics of markets (commodity exchanges 
Winnipeg and Chicago versus Liverpool) play a great role, as the Liverpool mar-
ket got supply from all over the world, from the whole Commonwealth area and 
the colonies (like India and Australia), while the North American commodity ex-
changes had to rely basically on national supplies (see Foresti/Sanfilippo, in: 
Marcuzzo, Ed., 2012). Although an annual crop such as cotton, the market is dif-
ferent because of the spectrum of sources and trading areas. This brought him to 
the view that all the commodity markets and all the commodity exchanges are to 
be considered as special cases so that speculation at markets and the efficacy of 
regulation of markets are determined by the specific institutional environment. No 
other economist has done so much practical activity on commodity markets while 
reflecting over decades on these issues so broadly and deeply in his theories 
and policy recommendations. 

However, Keynes was also much influenced by the discussion among 
leading economists (Hicks, Kaldor, Graham, Working, etc.) about the behaviour 
of prices and price differences on spot and futures markets. The basis issue is 
the interpretation of the expectations of individual speculators and what this 
means for the role of speculation on these markets – if their activity is stabilizing 
the commodity markets or not. The discussion brought out the need to move to 
heterogeneous expectations, with the implication that speculators trade also 
among themselves and not only with hedgers. The role of fundamentals (the pro-
ductive role of speculation in relation to hedging) was thereby diminished in de-
termining price differences, and also arbitrageurs came in as a third category of 
actors on such markets (see Cristiano and Paesani, in: Marcuzzo, Ed., 2012). 
Keynes analysed in detail the role of speculation on spot markets and on forward 
markets, showing for spot markets that for various reasons, like political uncer-
tainties, weakened financial positions, and the role of expectations, the specula-
tive holding of stocks is not counter-cyclical and so it is potentially destabilizing 
further the prices on commodity markets. Also with regard of the role of forward 
markets for the stabilization of commodity prices on spot markets he comes to a 
negative evaluation. He shows that in both situations – with and without liquid 
stocks – forward markets do not prevent wide fluctuations of spot prices (see 
Fantacci, in: Marcuzzo, Ed., 2012). All this led to the further development of the 
theory of storage. As neither speculation on spot markets nor on forward markets 
is stabilizing, the role of storage (private and public) has to be investigated. The 
theory of storage was developed further, by looking at the «convenience yields» 
of holding stocks for the producers/users of raw materials and at the «carrying 
costs» of those holding stocks. The theory of storage (developed further by 
H. Working) moved the discussion away from expectations about price develop-
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ments and risk perceptions to yields and costs of storage (see Cristiano/Paesani, 
in: Marcuzzo, Ed., 2012). As determinants of commodity prices were seen by 
non-Keynesians like H. Working convenience yields, carrying costs and efficient 
markets and not any more risk perception and heterogeneous expectations. 
However, tests contrasting these two explanations for price developments on raw 
materials markets (tin and cotton) show that both theoretical constructs have 
their merits. The new financial instruments used at raw materials markets and fi-
nancial risk factors explain the price developments of cotton, while the develop-
ments of prices at tin markets seem to strengthen the theory of storage. The 
much higher speed of information dissemination (about determining factors and 
as well rumours about facts and developments on these markets) is a new phe-
nomenon for both markets and leads to new market structures and market de-
velopments (see Cifarelli/Paesani, in: Marcuzzo, Ed., 2012). While the difference 
of convenience yields associated with stocks and the carrying costs for these 
stocks mirrors the difference between spot and future prices, the convenience 
yield depends on the level of stocks, implying also that carrying costs net of high 
convenience yields (associated with small stocks) are low. However, the smaller 
stocks are also affecting the volatility of prices, as the elasticity of supply de-
creases so that prices become more volatile with declining stocks (see Ci-
farelli/Paesani, in: Marcuzzo, Ed., 2012). It comes out that new developments 
(the financialization of commodity markets and the speedier diffusion of informa-
tion) change the working of the raw materials markets and may lead to divergent 
developments of specific markets. Keynes was very interested in the dynamics of 
stocks, and so he may be accredited also with important aspects of the theory of 
price volatility as associated with the volume of stocks held as buffers. Mainly he 
was interested in the causes of the lack of private storage of surplus stocks, and 
what could be done to provide incentives for holding higher volumes of stocks.  

Based on the view that raw materials markets are inherently unstable (be-
cause of the inability of the market to carry surplus stocks and because of the in-
ability of the producers to restrict production quickly) and that speculation is not 
working so as to reduce these wide fluctuations, Keynes had suggested buffer-
stock schemes as public storage schemes, and his proposal for a new world cur-
rency mechanism (the ICU) foresaw means to finance such public buffer-stocks 
and so to act counter-cyclically on world business cycles (see Fantacci, in: Mar-
cuzzo, Ed., 2012, for a review of the buffer-stock schemes proposed by Keynes; 
and see Ussher 2012 for a comparison of the buffer stock proposals by Keynes, 
Graham and Kaldor). All these background analyses by Keynes for the Commod-
ity Control plan are useful reading as he saw it as a means to stabilize peace in 
the world. A public organization, an international one, should intervene to over-
come the dilemma of high carrying costs of private stockholders (and in view of 
privately often unidentifiable and not easily measurable convenience yields). An 
international agency would be required to have impact on global macroeconom-
ics, so as to make the international buffer stocks work as a means of counter-
cyclical global economic policy. Such stocks would reduce the volatility of prices 
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and would support global macroeconomic management in producer and in con-
sumer countries (see Fantacci, in: Marcuzzo, Ed., 2012). Related to our times, fi-
nancial instruments to reduce price volatilities would lose in importance, but the 
effectiveness of such instruments in this regard is anyway quite limited (if not 
counterproductive). Keynes came to the conclusion that stable economic sys-
tems require the existence of functioning competitive markets but in the case of 
raw materials markets the private incentives are not strong enough for sufficient 
storage. However, the public managers of such stocks have a great role to play 
(see Rosselli, in: Marcuzzo, Ed., 2012). This role as a public speculator among 
many private speculators, as a public manager speculating in the general inter-
est, is a quite peculiar one. This public (international) manager must act as a 
«speculator of last resort» having enough freedom and financial backing to act 
without being committed to any pre-defined rule than to stabilize the raw materi-
als markets (what is a clear difference to the public manager in the buffer stock 
plans presented by Keynes). All this reasoning is the base of the world economic 
order as proposed by Keynes for the period post-world war 2. The characteristics 
outlined are such as of strict and strong global economic governance in contrast 
to all the proposals since concerning regulation of raw materials markets (see 
next section), which all are based on weak forms of global economic governance. 

Keynes influenced the post-world war 2 economic order more than any 
other economist (see George 2007). His proposals – going back to 1942 – for a 
world central bank, the International Clearing Union (ICU) and an international 
trade institution, the International Trade Organisation (ITO) are still of interest in 
our times, because of the huge imbalances in international trade and the related 
debt problems, the severe commodity market problems since 2007/2008 with im-
pact on food security and access to raw materials, and the difficulties to update 
the provisions of the WTO in the Doha Round which started already in 2001. Ac-
cording to Susan George, Keynes did all the work for us 60 years ago (George 
2007, p. 4), as his plan for an ICU and an ITO provided for orderly adjustment of 
surplus countries and for the development of deficit countries. The close relation-
ship and interaction between ICU and ITO would have provided a much more 
coherent framework for global economic management than what we know from 
World Bank, IMF and WTO. More than this, there would be a pressure to import 
from developing countries allowing them to add value to primary commodities. 
The Reserve Fund of ICU and the provisions of the ITO would support this proc-
ess in the daily working of these institutions. ICU and ITO were seen as comple-
mentary international organizations, and as part of a strong global governance 
mechanism (see on the versions of the Keynes Plan for an ICU the edition by 
Horsefield, Ed. 1969 for the International Monetary Fund, pp. 3ff, and the docu-
ments of the Final Act of the United Nations Conference On Trade And Employ-
ment with the Havana Charter for an ITO in UNCTE/United Nations Conference 
On Trade And Employment 1948). The international trade system should work 
smoothly, and the ITO should be supported by the ICU and the world currency 
for trade, the bancor. The ITO had some leading role, based on objectives such 
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as full employment, development by protecting local agriculture and fisheries and 
by processing and manufacturing through structural transformation, social protec-
tion and labour standards, control of commodity markets, technology transfer, 
avoiding restrictive business practices, and stimulating and controlling foreign in-
vestment. The idea was to create international organizations which have clearly 
defined objectives, simple rules, comprehensive approaches, and effective work-
ing procedures. The ITO did clearly set the objectives and full employment 
played a crucial role. Commodity markets as they worked were seen as a risk to 
full employment policies, because of the reaction of fiscal and monetary policies 
in developed and developing countries to price volatility and price swings. Social 
and labour standards make sense in an international trade agreement if all na-
tions and members are committed to full employment policies. Also the other ob-
jectives were interrelated and part of a system how the global economy should 
work. The ICU was supporting this process by its «automatic» reduction and 
elimination of current account surpluses and deficits. The Reserve Fund was fi-
nanced also by this mechanism and should be used for international buffer 
stocks to reduce price volatilities. The rules were seen as simple, transparent 
and implementable. The overdraft facilities which were allowed in the ICU to all 
member countries were such a simple mechanism. Also the ITO system was 
simple in its working by using consultations and a dispute settlement mechanism. 
Comprehensive approaches should focus on all the relevant issues of the time. 
Effective working procedures should avoid high transaction costs.  

Looking at the phase of global development at the time of the negotiations 
for a post-world war 2 economic order, it was in the period after the first wave of 
globalization (1860–1914) and prior to the period of the second wave of global-
ization (1950–1980) when such plans were discussed. The inter-war period was 
a break in the globalization process. Keynes was academically working on the 
severe institutional weaknesses of the first wave of globalization (Skidelski 2005, 
p. 18), based on the international gold standard and its adjustment mechanism, 
and he wanted to use the insights for designing an economic order for the com-
ing wave of globalization beyond the revived interwar-period gold standard. As a 
market pessimist Keynes saw the complexity of rules, institutions and policies to 
maintain the stability of the global economy (Skidelski 2005), but he was con-
vinced that the institutions have to be based on simple and coherent rules. The 
simultaneous pressure on creditor and debtor countries to clear their overdraft 
accounts (despite of being more a creditor adjustment system than a debtor ad-
justment system) was such a simple and clear rule. Creditor countries had the 
policy option to use their credit balances in various ways, but at the end of the 
year credit balances exceeding quotes were to be confiscated and transferred to 
a Reserve Fund (Skidelski 2005, p. 20). Related to the provisions of the ICU and 
its Reserve Fund was the Keynes Buffer Stock Plan intending to avoid fluctua-
tions of commodity prices (as believed to be causing or amplifying business cy-
cles) and to stabilise the incomes of the primary producers so that they can plan 
for imports and development (Skidelski 2005, p. 23). So the world economy 
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needed a global macro-manager, also to vary contra-cyclically the supply of ban-
cor, and a buffer stock manager so as to intervene in commodity market control 
activities. The ICU would finance buffer stocks and so would create a counter-
cyclical instrument for an international incomes policy so as to smooth global 
business cycles (Ussher 2012). The ITO with all its provisions, especially the full 
employment obligation, the social and labour standards provisions, the provisions 
on primary commodities, foreign investment and restrictive business practices, 
fitted well into this scheme of contra-cyclical demand management by giving the 
countries enough policy space to act responsibly, but under the umbrella of a ne-
gotiated framework of economic cooperation (Drache 2000). The ITO provided 
for the policy space in an agreed international frame of mutual commitments, 
while the ICU provided the mechanism to balance the interests of surplus and 
deficit countries, of primary and manufactures exporters, of Northern and South-
ern economies, of central and peripheral countries in the world economy. 

More than this, the ITO/ICU system was based on the idea of a true sys-
tem in the sense of a negotiated and agreed upon global treaty of mutual com-
mitments based on the principles of symmetry in adjustments and policy space 
for macro-management. This was much more than the Bretton Woods System 
and definitely also more than the Washington Consensus, the Augmented Wash-
ington Consensus and the periods of the Bretton Woods 2/Asian Dollar Standard 
system (Carabelli/Cedrini 2012). In fact, Keynes has presented a fully integrated 
programme of commodities (later named so by UNCTAD for a rather limited ven-
ture, because it was not related to global governance mechanisms (including the 
relevant international organizations) and because it was not comprehensive 
enough to provide for a system of linking reforms of the international monetary 
and finance system with reform plans for the commodity markets and with re-
forms concerning the broader trade, development and employment agenda. 
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3 Guidelines for Action:  

From Weak to Strong Global Governance  

of International Commodity Markets through  

the «Transparency Agenda»? 

Ten issues are of relevance in the currently prevailing weak government 
regimes, and it has to be questioned to what extent reforms are possible towards 
strong global governance; in this paper five issues are considered in detail (the 
«Transparency Agenda»), and five further issues are mentioned in the final sec-
tion only shortly (the «Structural Reform Agenda»)

1
: 

 

 

Issue 1:  

Making Transparency Initiatives more Effective 

The idea is to control money flows from corporations involved in the explo-
ration and extraction of raw materials to governments and all types of govern-
ment authorities. Transparency Initiatives are now considered as most important 
approaches to fight corruption, assuming that corruption is preventing inclusive 
and sustainable development. There is a long history with such approaches, 
such as the Extractive Industries Transparency Initiative (EITI) and the Publish 
What You Pay (PWYP) initiative. According to the EITI model, resource revenue 
payments should become disclosed by using a voluntary and a multi-stakeholder 
approach, involving corporations, governments, parliamentarians and the 
broader civil society

2
. Payments by petroleum and mining companies to govern-

ments should be disclosed and verified in a specific process (see ADB/IACC 
2010). Although there is an international focus, the reach is not broad enough, 
not covering forestry, fisheries, land, water and power; only extractive industries 
are covered. According to recent information, only few countries are fully compli-
ant with the EITI requirements (ADB/IACC 201, p. 6). PWYP pushes for manda-
tory disclosure and obviously it does so with some success (although the global 
financial crisis of 2008/09 has given a strong push to such initiatives). However, 
such mandatory processes have only a regional focus, impacting on corporations 
listed at US stock exchanges (with the provision 1504 of the Dodd-Frank Act of 

                                                           
1
 Issues 6 to 10 (the «Structural Reform Agenda») will be discussed in a further paper by 

the author. 
2
 See the EITI website on details about country members, working procedures, the listing 

and delisting of countries, etc.: www.eiti.org. 
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July 2010), at the Hong Kong stock exchange (agreed on similar lines in 2010), 
and impacting on large companies and companies listed at EU stock exchanges 
(see ONE/Transparency International/Misereor/Brot für die Welt 2013 on the EU 
compromise agreement of April 9, 2013). Although these are regional provisions, 
they nonetheless would cover most of the corporations in the mining and oil and 
gas sectors, but based on divergent definitions and criteria.  

Transparency Initiatives of a mandatory character were put in place in the 
USA as part of the Dodd-Frank Wall Street Reform and Consumer Protection 
Act. The Cardin-Lugar Amendment (Dodd-Frank Act Provision 1504) requires as 
part of the stock listing requirements that the extractive industries disclose in an-
nual reports the payments to the US and to foreign governments in countries 
where they operate. Eight of the ten largest mining companies and 29 of the 32 
largest internationally active oil companies are covered (PWYP/Publish What 
You Pay, The Cardin-Lugar Amendment/Dodd-Frank 1504). This transparency 
initiative is limited to oil, gas and minerals, but covers exploration, extraction, 
processing, export and «other significant actions». The payments for each pro-
ject and for each government have to be disclosed. All payments such as taxes, 
royalties, fees including license fees, production entitlements and bonuses are to 
be reported. The EU Transparency Initiative is constructed on similar lines but 
there are substantial differences as well. Also large companies (public and pri-
vate), not only stock listed companies, have to reveal their payments to govern-
ments, but the payments for processing and trade are not included. However, 
timber is included as well beside of mining, oil and gas. All levels of government 
and all forms of payments for concessions and advantages are part of the initia-
tive (see on the complex EU discussion Mildner/Wasserberg 2012). There were 
serious controversies between the European Commission, the European Parlia-
ment and the European Council about the scope of the transparency and ac-
counting directives, delaying the whole process for three years. Obviously on 
April 9, 2013 an agreement was reached between these three institutions, but it 
will take up to 2 years more to transform the directives into national law of the 28 
EU states. Other initiatives refer to broader aspects of resource sector transpar-
ency beyond the payments to governments. The Revenue Watch Index (pro-
duced by Transparency International and the Revenue Watch Institute) provides 
more comprehensive information on the national natural resource sectors, al-
though relying strongly on national government reports. Also large and transna-
tional companies in resource sectors are scored with regard of disclosure strate-
gies, especially by Transparency International, while Oxfam scores the biggest 
food and beverage companies with regard of sustainability and social impacts. 
Concerning land, forests, fisheries, water and energy some few initiatives were 
starting, but the focus is largely on mining, oil and gas. 

The Global Civil Society (GCS) initiatives are increasing in number, ex-
perience and depth in analysis and demands for changes.  Publish What You 
Pay (PWYP), EITI, Global Witness, and ONE are only the mostly known of these 
global NGOs. They demand now on a broad scale the disclosure of contracts 
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and proofs that the extractive activities lead to better development outcomes, es-
pecially in the case of oil, gas and mining contracts. Although these Transpar-
ency Initiatives are useful as a start towards more comprehensive transparency 
of resource sectors and transactions, and are gaining some efficacy with the 
move from voluntary to mandatory forms, it is not so clear what national and 
global actions will follow to all this reporting. When, by whom and how does all 
this lead to global action? The complex issue of illicit financial flows (IFF agenda) 
is discussed now broadly at OECD level (and DAC level) and in this context the 
Transparency Initiatives are of some relevance (see on the IFF agenda U4 Brief, 
September 2012:8). It is also more and more accepted that international coop-
eration is needed to tackle the issue of capital flight from developing countries 
receiving ODA (Official Development Assistance), especially from Africa (see 
AfDB et al. 2012 on this issue and UNECOSOC/ECA 2013). As payments to 
governments are only one source of transparency risk, the many other sources 
(abusive transfer pricing, tax evasion, trade mispricing, money laundering and 
bribery) also have to be considered. International organisations and conventions 
already play a role, like internationally agreed tax standards and comparative in-
formation (OECD Model Tax Convention, OECD’s Centre for Tax Policy and 
Administration), the FATF (Financial Action Task Force) against money launder-
ing, the UNCAC (United Nations Convention against Corruption), the OECD 
Convention on Combating Bribery of Foreign Public Officials in International 
Business Transactions, etc. But, a harmonization of all these Transparency, Ac-
countability and Disclosure Initiatives towards a global approach is not in sight.  

John Maynard Keynes would say that transparency is a good idea al-
though it is very difficult to reach it at raw materials markets if there are no bind-
ing rules at international level. Just because of these difficulties and differences 
market to market and because of the enormous importance of raw materials 
markets for global macroeconomics, for trade and for development he would fa-
vour also today a quite strict global regulation of these markets, based on ITO 
and ICU instruments, such as a control of transnational corporations, of foreign 
investment and of business practices. 

 

 

Issue 2:  

Broadening the Impact of International Standards 

Setting international standards became an important and accepted means 
to attack the prevalence of corruption in raw materials sectors and to increase 
transparency on these markets. EITI is an important tool for setting international 
standards although only payments to governments are concerned and as only 
few countries are fully compliant. However, EITI emphasizes and practices a 
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multi-stakeholder approach and from this side additional advantages arise for the 
involvement and strengthening of the civil society (see issue 4 below). 

Other international standards mentioned are the UN Convention Against 
Corruption, signed in 2003 coming into force in December 2005 (see Argandona 
2006). However, although there are good intentions, the Convention lacks a 
mechanism to support implementation and enforcement of the rules of the Con-
vention. Although it is directed to public sectors/public officials and private busi-
ness/corporations, it is a multi-stakeholder activity involving also global civil soci-
ety representatives. It is an instrument to combine prevention and criminalization, 
and it focuses on international cooperation and technical assistance. There is a 
provision for a mechanism to return of proceeds of corruption to the legal owner, 
but all these rules lack enforcement measures. If implemented and enforced it 
could have some impact on actors in the raw materials markets, especially the 
governments and the corporations. Although there is some monitoring and re-
porting all this effort is in regard of outcomes weaker than the work of similar ini-
tiatives (by OECD, Council of Europe, etc.). Asset Recovery is an important prin-
ciple in the Convention (see Argandona 2006), and for many producing countries 
especially in Africa this provision has high relevance in view of the extent of capi-
tal flight being related to raw materials exploration, production, processing, and 
marketing. Important for effective measures for «asset recovery» is the role of in-
ternational cooperation, but exactly in this regard the Convention is weak. There 
is no mechanism to punish states who do not deliver according to the Convention 
rules. The civil society has a role to play, and can use the Convention as the 
base for their actions. 

The Equator Principles for financial institutions are a risk management 
framework adopted by financial institutions «for determining, assessing and 
managing environmental and social risk in projects and is primarily intended to 
provide a minimum standard for due diligence to support responsible risk deci-
sion-making».

3
 Because of the capital-intensive nature of many internationally fi-

nanced raw material projects such Principles, if applied, may play a role in pre-
venting social and environmental risks affecting local populations. However, 
there is no assessment if these Principles play such a role. It is stated that 78 fi-
nancial institutions in 38 countries support these Principles and that 70 per cent 
of international project finance debt in emerging markets is covered. Robust 
standards are mentioned – for the livelihood of indigenous people, for the labour 
standards, and for the consultation with locally affected people – and should be 
part of all the projects supported by members. A multi-stakeholder approach is 
also emphasized, by providing a platform for clients, industry bodies, and NGOs, 
and the work of the initiative should be extended also to other agencies, institu-
tions and initiatives by informing them and urging them to take similar action 
(OECD Common Approaches, Carbon Principles, Climate Principles, etc.).   

                                                           
3
 See Web Access: Equator Principles: Web Access: http://www.equator-principles.com/ 

index.php/about-ep. 
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The Generally Accepted Principles and Practices (GAPP) – the Santiago 
Principles (IWG 2008) – have also a great relevance for enhancing the transpar-
ency on raw materials markets, by increasing transparency on Sovereign Wealth 
Funds (SWFs). The International Working Group of Sovereign Wealth Funds 
(IWG) was established at a meeting of countries with SWFs on April 30–May 1, 
2008, in Washington, D.C. The idea was also to relate the issue to the broader 
prospect of providing more transparency of international financial systems and 
institutions. Twenty-six IMF countries are members of the IWG.

4
 An International 

Forum of Sovereign Wealth Funds (IFSWF) was established by the International 
Working Group of Sovereign Wealth Funds (IWG), which met in Kuwait City on 
April 5-6, 2009 to present the «Kuwait Declaration»

5
. The Forum adopted the 

Kuwait Declaration and intends to follow up on the issues of supporting global 
governance of investment and finance as regards the SWFs. The stated 24 
Santiago Principles are of relevance for the international raw material markets as 
most of these funds have their revenues based on oil, gas and mining and/or 
have the revenues invested in the fields of commodities in the broader sense (in-
cluding land, water, energy, and forests). The Santiago Principles refer to public 
disclosure requirements and sound asset management but there is no mecha-
nism available to enforce states and SWFs to work along these principles. The 
task to set governance standards for sovereign wealth funds, and especially so 
with regard of commodity markets, is a huge one and there are inherent limits to 
it (see Issue 6 for details). 

The FAO Voluntary Guidelines on Responsible Governance of Tenure of 
Land, Fisheries and Forest in The Context of National Food Security (CFS/FAO 
2012) is another example of setting international standards. It was endorsed by 
the Committee on World Food Security and is also conceived as a multi-
stakeholder activity as it is relying on groups and institutions such as G20, Rio+ 
20, UN General Assembly, and the Francophone Assembly of Parliamentarians 
for implementation.

6
 It is not at all clear what these standards have achieved so 

far and who will support their implementation in future. 

The Natural Resource Charter (NRC 2010) is also of some relevance. It 
was developed in a consultative process – with strong involvement of resource 
sector experts in the field and of the civil society. The Charter is directed at and 
should assist policymakers and citizens in resource-rich (developing) countries. It 
is containing 12 principles/precepts on best practice/best management experi-
ence with regard of natural resources, and wisely at all levels of the value chain

7
. 

                                                           
4
 See the Web Access of IWG (International Working Group Of Sovereign Wealth Funds): 

http://www.iwg-swf.org/pubs/gapplist.htm. 
5
 See the Web Access of the International Forum of Sovereign Wealth Funds (IFSWF): 

http://www.ifswf.org/ 
6
 See the web access on these Tenure Guidelines: http://www.fao.org/nr/tenure/voluntary-

guidelines/en/ 
7
 See the Web Access on the Natural Resource Charter: www.naturalresourcecharter.org. 
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Ten principles (precepts) are directed to core decisions which governments have 
to face, while only two are directed to other actors. All principles (precepts) are 
presented at three levels. Level 3 is the most concrete elaboration of the specific 
principles (precepts). The principles/precepts, if translated into resource politics, 
would create linkages between the resource sectors and the other sectors and 
would maximise social, environmental and economic development benefits. It is 
not clear what the Charter itself could do to lead to a better implementation of 
projects and to better government policies towards the resource sectors. If a 
country-by-country monitoring scheme is linked to these precepts, then the de-
viations from the principles could be identified and compared (ADB/IACC 2010, 
p. 7). 

The International Bar Association’s Model Mining Development Agreement 
(MMDA) Project intends to formulate a template agreement for negotiations be-
tween investors and governments which is based on best practice clauses de-
rived from real agreements of the past.

8
 It is a valuable project and the MMDA 

Website
9
 presents the model agreement in various languages as a template for 

negotiations. There is lot of multi-stakeholder activity involved. The project 
started in 2009 and is well advanced and working as a «living project», so that 
adjustments in the light of new experiences can be included.  

The International Council on Mining and Metals (ICMM) as a club of com-
modity companies and commodity associations is joining the institutions which 
are submitting proposals for international standards. The ten Sustainable Devel-
opment Principles (SDPs) formulated by the ICMM are based on a Mining, Min-
erals and Sustainable Development Project of the institution and were bench-
marked against important international standards like the Rio Declaration, the 
Global Reporting Initiative, the Global Compact, the OECD Guidelines on Multi-
national Enterprises, the World Bank Operational Guidelines, the OECD Conven-
tion on Combating Bribery, the ILO Conventions 98, 169, 176, the IMF  Perform-
ance Standards, the Indigenous and Tribal Peoples Convention, and the Volun-
tary Principles on Security and Human Rights.

10
 ICMM, as an association based 

on 21 mining and metals companies and many other commodity associations, 
states that it is committed to economic, social and environmental progress (see 
more on the TNCs in Issue 6). However, the behaviour of individual transnational 
mining and metals companies may be quite different so that ICMM may also be 
seen as a lobby group interest in reputational measures. However, ICMM may be 
useful as integrating transnational corporations from the BRICS countries. Also 
the human rights and security arrangements in extractive industries may get a 
push by ICMM’s support of the Voluntary Principles on Security and Human 
Rights. 

                                                           
8
 Web Access IBA Model Mining Development Agreement Project: http://www.ibanet.org/ 

Article/Detail.aspx?ArticleUid=41f1038e-dcbf-44fd-ad17-898b7aa04a1a. 
9
 Web Access MMDA Project Website: http://www.mmdaproject.org/ 

10
 See the Web Access on ICMM Activities and the Principles: http://www.icmm.com/ 
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Such voluntary international standards are only of limited relevance be-
cause of the lack of binding rules. These standards are highly uneven and unen-
forceable in their impact on the behaviours of these industry actors (ADB/IACC 
2010, p. 7). In cases of a strong civil society network being supported by local 
expertise, such standards can help to control governmental dealings and activi-
ties. Strengthening juridical and legislative powers can then also be a positive 
outcome. Surveys on the evaluations of the impact of such Natural Resource 
Governance Initiatives (see Acosta 2010) reveal more about the nature of the 
transparency and accountability process than about the impact on development 
outcomes. Future work needs to give more weight to the development outcomes 
(about linkages between resource sectors and other sectors, the use of resource 
revenues, and the social, economic and environmental benefits from such pro-
jects). There is a great need for donors to coordinate on the issues internationally 
and at the local level (see Darby 2010 for the T/A Initiative). The Transparency 
and Accountability Initiative (T/A Initiative) is a donor collaborative institution and 
intends to help donors to improve transparency and accountability in various cru-
cial areas of their work. Many recommendations are given, among them to hold a 
dialogue between donors and key emerging countries, to provide more informa-
tion on natural resource concessions, to provide more transparency at sub-
national level, to strengthen EITI, and to develop new revenue transparency 
mechanisms. 

Again, John Maynard Keynes would say that International Standards are a 
good idea but should be developed under the umbrella of an international organi-
zation so that binding rules follow. Nothing of this type is prevalent in all these ini-
tiatives, and the sheer number precludes oversight and broad acceptance. 

 

 

Issue 3:  

Strengthening Legal and Governance Systems  

at National and Regional Level 

There are many initiatives to support the strengthening of legal and gov-
ernance systems as a way to initiate a framework for extractive industries before 
the production in extractive industry sectors really starts. The best way to de-
velop legal and governance systems for extractive industries is prior to the pro-
duction of oil, gas and minerals, and prior to the signing of contracts for licenses 
with resource corporations, and prior to the first annual flows of revenues and 
profits. Laws and regulations are instrumental to lay the foundations for a use of 
the natural resources in the national interest and to the benefit of the people. 
Discretionary decision-making can be reduced by legal rules that exist, that are 
made known and that can be monitored and ultimately enforced. The role of insti-
tutional actors has to be positioned clearly in these laws and regulations, and all 
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the oversight rights and commitments have to be specified. This refers to all the 
relevant public and private institutions. The overall statutory environment, the le-
gal role of public petroleum companies and of the private exploration companies 
who are applying for licenses, and the legal status of the institutions which are ul-
timately granting concessions for the exploration of raw materials matter, despite 
of the constraints to transparency emanating from the side of the executive 
branch of the government and from the political leaders. It plays a role to what 
extent the resource sectors are controlled by the legislative branch or by the ex-
ecutive branch. Some technical assistance was provided for countries with estab-
lished and emerging resource sectors; multilateral and bilateral donors as well as 
many advocacy groups were active in recent years. Important is however the 
translation of good laws and regulations into resource politics and development 
policy at national level and local sub-national level. 

Examples of good laws and regulations for resource sectors and of good 
governance systems as instruments for supporting the enforcement of such laws 
and regulations play a role. It is necessary to learn from best practice. The Fiscal 
Stability Law of Mongolia was passed in 2010 on the expectation of rapidly in-
creasing resource revenues (see ADB/IACC 2010, p. 5). The size of the annual 
budgets was limited by law so that Dutch Disease and Resource Curse effects 
can be avoided from the outset by clear fiscal rules. Fiscal policy has some limits 
set by law, and this Fiscal Stability Law also makes it more difficult to spend 
money in illegal ways. However, when off-budget accounts are held for resource 
revenues beside of budgetary resource revenue accounts such fiscal stability 
laws may not apply as planned for. The quality of the overall governance system 
is decisive on the value and the proper use of such laws. It is also mentioned that 
some countries (Angola, Brazil, Libya, and others) are moving towards open and 
competitive auctions for oil exploration licenses (see ADB/IACC 2010, p. 5). If 
properly applied, such auctions have definitely advantages compared to the «se-
cret allocations» of licenses in the past. Again, the overall governance system is 
important for long-term successes. For Angola and Libya there may be doubts 
about the working of such new instruments, and also Brazil has to show that the 
system works without high level and large-scale corruption.  

It is argued again and again that legal frameworks and the associated in-
stitutions should be put in place before resource-fuelled corruption can destroy 
the legal and institutional frameworks and the basis of transparency in the re-
source sectors (ADB/IACC 2010, p. 5). Chad is taken as an example to show 
that oil revenue flows already started while laws, regulations and institutions were 
not yet embedded strong enough to stem against corruption and misuse of oil 
funds. Ghana is now credited with some advantage in this respect, as the country 
had time for building such institutions prior to the offshore oil and gas production. 
Oil was discovered in 2007, and already in 2009 a Fundamental Petroleum Pol-
icy paper was ready in Ghana, covering the fundamental petroleum policy issues, 
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covering the main legal, institutional, fiscal and policy issues
11

. All the issues of 
regulation from the pre.-licensing stage to the processing stage were included. 
Again, the quality of the overall governance system will decide about appropri-
ateness of these resource sector regulations. So again, the overall governance 
system matters for the development outcomes and not only the petroleum sector 
governance system. Three laws and institutions for the oil sector governance 
matter in Ghana in this regard

12
: First, the Petroleum Revenue Management Act 

of 2011 (Act 815); second, the Petroleum Commission Act 2011 (Act 821); and 
third, the Public Interest and Accountability Committee (PIAC). The Petroleum 
Revenue Management Act «has strong provisions for governance, oversight, 
transparency and accountability, including rigorous rules for reporting on oil fund 
assets, expenditures and investments. The most unique feature of Ghana’s pe-
troleum revenue management regime is found in the creation of the Public Inter-
est and Accountability Committee (PIAC), a 13-member body comprising the Bar 
Association, TUC Ghana Journalists Association and others, to monitor govern-
ment in its management of the revenues from oil». (Kufuor Speech 2013, see 
Note 13). Translation of laws and regulations into practice applied by govern-
ments depends on the overall governance system in the country. However, the 
evaluation of Ghana’s resource sector policies in the context of the CPIA Index 
by the African Development Bank is so far (up to 2011) showing encouraging re-
sults. Ghana has also signed up to the Open Government Partnership and EITI 
(Kufuor Speech 2013, see Note 13). There is also a donor-funded project in 
Ghana which is called Natural Resources and Environmental Governance 
(NREG) with the task to look at the social and environmental consequences of 
timber, mining, and oil and gas exploration and related production activities.

13
 It 

has relevance for the forestry sector, the offshore gas and oil production and the 
mining activities in the country. The results are however mixed. Anyway, the case 
of Ghana is relevant for Uganda and other newcomers to the mining and oil and 
gas producers’ community in Africa. Although the oil find in Uganda preceded the 
one in Ghana, and although the same international oil company works in both 
countries, Ghana was quicker in realising the oil production, and now it can ad-
vise the newcomers on important steps to control the resource sectors and to 
make the people benefit. All the experiences reveal that the civil society has to 
insist on a strong role for the parliament in resource sector policies and oversight 

                                                           
11

 Ministry of Energy, Ghana, Fundamental Petroleum Policy for Ghana, 16 pages, Web 
Access: http://www.energymin.gov.gh/wp-content/upLoads/Fundamental-Petroleum-Policy-
of-Ghana.pdf. 
12

 Former Ghanaian President Kufuor speaks on August 2, 2013 on oil governance at 
Makerere University; see Web Access of the Kufuor Speech: http://www.acme-ug.org/ 
news/item/489-former-ghanaian-president-kufuor-speaks-on-oil-governance-at-makerere. 
13

 See the World Bank Website on the Ghana Natural Resources and Environmental Gov-
ernance (NREG) support program: http://web.worldbank.org/WBSITE/EXTERNAL/ PRO-
JECTS/0,,contentMDK:22701705~menuPK:64282137~pagePK:41367~piPK:279616~the
SitePK:40941,00.html. 
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and for a legal statute of oil boards and national oil corporations to be controlled 
by the parliament. The parliament, the civil society, and the EITI process can 
combine their forces towards enhanced transparency and accountability. 

Other countries have failed to translate strong laws and regulations to 
practical work, as for example Cameroon (see ADB/IACC 2010, p. 5). Sudan and 
South Sudan are serious cases of government failure as they have neither strict 
regulations nor the political will to act accordingly (Wohlmuth 2012). Although 
parliaments and elected legislature play an increasing role in the oversight of the 
resource sectors, there are in many countries severe constraints, as a review for 
nine African countries also shows (see the detailed study by Bryan/Hofmann, 
Eds., 2007). Recommendations resulting from the report are given to legislative 
bodies and to individual members of the parliament, but also to international ad-
vocacy groups and to local civic activists and organizations. The Report makes it 
clear that all these actors (legislators, advocacy groups and civic society actors) 
can benefit from cooperation among each other and from international network-
ing. EITI is all over the cases mentioned as a good instrument to involve the 
broader civil society and the legislature. However, when high level political elites 
continue with corrupt behavior then the danger is great that all these transpar-
ency and accountability initiatives are handicapped by threats, by specific favors 
to individuals, and by seeding mistrust (see Bryan/Hofmann, Eds., 2007). The 
role of the civil society is extremely important to follow up all the steps taken by 
government and by the oil, gas and mining companies as well as the actions 
taken by the many services companies acting on behalf of the governments and 
the oil, gas and mining companies.  

John Maynard Keynes would definitely like the role of enlightened legal 
and governance systems for resource sectors at the national level, especially 
when the commodity sectors are coordinated and guided in the context of inter-
national organizations with binding rules, like the ITO and the ICU. As seen 
above, there are so many actors involved but no binding rule is in sight. 

 

 

Issue 4:  

Propagating the Multi-Stakeholder Approach  

at National, Regional and Global levels 

The Multi-Stakeholder (MSH) approach has found a great interest in re-
gard of solving commodity market problems. It is credited with some successes 
in improving governance in resource-rich countries and in reducing corruption in 
resource sectors. The Multi-Stakeholder Committees provide forums for discus-
sion of issues, information exchanges, drafting appeals to politicians, govern-
ments and corporations, and formulating demands for changing procedures and 
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regulations to oversee the raw materials. Also, these committees can help to 
create trust between actors which is often minimal because of bad experiences 
and disappointments. Because of high risks for corporations to invest in raw ma-
terials production in some countries (because of conflicts, political instability, lack 
of infrastructure, bureaucratic delays, etc.), especially in Africa, such committees 
may also be of interest to corporations which are interested to invest. Corruption 
is not the only problem which investors in such a high risk environment have to 
face.  Many producer countries in Africa have unfavourable values/rankings for 
the «ease of doing business» and «governance» indexes, and also the CPIA 
(Country Performance and Institutional Assessment) Indexes of World Bank and 
African Development Bank are often poor.  

Such committees can also help to inform and to increase transparency 
about criminal actions, like illicit payments; the financing of criminal entities and 
networks; human rights violations, such as forced labour and relocation of people 
for the purpose to clear land for extraction; inappropriate land use; and the viola-
tion of international sanctions. Also the illegal practices of local joint ventures 
linked to major transnationals are of concern in such committees, as it is danger-
ous to report about connections of such joint ventures to political groups, gov-
ernment circles and high level politicians. The reputation of companies may be at 
stake, and therefore such committees may help to prevent further damage (see 
Badal 2012). US Dodd-Frank Act provisions 1502 and 1504, together with other 
provisions by US law, will have some impact on the corporations and such com-
mittees may give early warning signals about reputational damages. Investing in 
high risk, high conflict and weak governance areas requests a systematic analy-
sis of risks, and so such MSH committees can be useful (Badal 2012). However, 
civil society and other stakeholders have their own interests and these have to be 
considered by company representatives. It is quite often argued that EITI had 
more impact on improved interactions between civil society groups, government 
officials and representatives of corporations than on data disclosures and verifi-
cation as such. Future dialogue can be enhanced by trust created in such com-
mittees.  

Examples of success play a role. Timor-Este and Ghana provide examples 
of the usefulness of such multi-stakeholder committees. The Petroleum Fund 
Consultative Council in Timor-Este, in the context of the 2005 Petroleum Fund 
Act, provided such a forum. The Public Interest and Accountability Committee 
(PIAC) in Ghana is another example for an institutionalized MSH forum 
(ADB/IACC 2010, p. 8). Other sectors also come in with such MSH committees. 
Mentioned is quite often the UN Collaborative Initiative on Reducing Emissions 
from Deforestation and forest Degradation (REDD) in developing countries (see 
the website of the UN-REDD Programme).

14
 All relevant stakeholders are in-

                                                           
14

 The UN-REDD initiative is an activity by FAO, UNDP and UNEP to reduce emissions; 
see the web access: http://www.un-redd.org/ 
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volved in this EITI-type process, especially also the indigenous people and the 
communities which are depending on forests. The Programme is now working in 
47 countries and is functioning as a national and international multi-stakeholder 
process. The Electricity Governance Initiative, managed by the World Resources 
Institute (WRI) is also mentioned (see ADB/IACC 2010, p. 8) as a MSH initiative 
to formulate equitable and sustainable electricity policies, to increase transpar-
ency, and to provide for inclusiveness and accountability of electricity gover-
nance

15
.  

However, successes may vanish after some time, so that it is necessary to 
revitalize such MSH approaches continuously. The case of Nigeria shows the life 
cycle of EITI processes. In the period 2004 – 2006 there was a strong EITI-type 
stakeholder and disclosure process, involving all major partners, but later the in-
centives for such a process diminished rapidly (see on the sources: ADB/IACC 
2010, pp. 8 – 9). It is therefore necessary to uphold incentives and to secure the 
backing for such moves from the high level political leaders. In Nigeria, the incen-
tive for the government was to get large-scale debt relief on HIPC-terms, so that 
such transparency measures were part of a package. International and national 
pressure is needed continuously to create and to maintain such favorable condi-
tions for incentives and action. Such MSH approaches need strong supporters at 
international and regional levels. EITI is supported strongly by the World Bank 
Group and EITI preceded the World Bank Extractive Industries Review

16
 with its 

recommendations on disclosure of government revenues from extractive indus-
tries. This strong support thereby contributed in making the multi-stakeholder 
process a multi-level process (from national to regional and to international levels 
for MSH committees in extractive industries). The Kimberley Process (KP) on 
conflict diamonds is also a MSH process as it is a joint government, industry and 
civil society initiative; it is supplemented now by US legal provisions for certifica-
tion along the value chain and also by UN sanctions (see Issue 5 for details). The 
Kimberley Process (KP), which is also defined as a joint government, industry 
and civil society initiative, is equipped with its Kimberley Process Certification 
Scheme (KPCS)

17
 and involves 49 members representing 75 countries, because 

of the EU counting as an individual member (Acosta 2010). Multi-stakeholder 
voluntary initiatives are also strong in forest sectors – the Forest Law Enforce-
ment and Governance (FLWEG) process, the REDD process, and the Forest 
Stewardship Council (FSC) have to be mentioned, but all this activity raises the 
question why it is not possible to join forces by merging these initiatives to form a 
stronger one under the umbrella of an UN organization (see Acosta 2010). 
Therefore, a new generation of multi-stakeholder governance initiatives is 

                                                           
15

 See more on the Electricity Governance Initiative on the website of the World Re-
sources Institute: http://www.wri.org/project/electricity-governance. 
16

 See on the World Bank’s Extractive Industries Review the Website: 
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTOGMC/0,,contentMDK:20605
112~menuPK:592071~pagePK:148956~piPK:216618~theSitePK:336930,00.html. 
17

 See on the activities of the Kimberley Process the Website: http://www.kimberleyprocess.com/ 
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needed to get stronger and more effective what requires also capacity building, 
identification of new fields and instruments of activity conceived around sustained 
need, selecting the right people, and learning from parallel MSH efforts. Also co-
operation with other initiatives, like the Stolen Asset Recovery Initiative (StAR)

18
 

and the Public Expenditure and Financial Accountability (PEFA) program
19

, is 
needed to have more effective measures at hand (see Acosta 2010). 

Also at regional level, for example at the level of African Regional Eco-
nomic Communities (RECs), such MSH initiatives for the resource sectors are 
starting to work. A regional approach is requested in Africa to contribute to con-
flict prevention in the context of extractive industries (UNEGM/UN Expert Group 
Meeting 2006), and this process could led to deeper forms of cooperation on 
such issues than based on voluntary multi-stakeholder meetings; parallel to such 
a process a strengthening of the RECs could follow. The Africa Report on Institu-
tional and Strategic Frameworks for Sustainable Development (UNECOSOC/ 
ECA 2011) requests a sub-regional and regional multi-stakeholder framework for 
improving sustainable development governance in Africa.

20
 This report shows the 

clear need to extend the multi-stakeholder approach to various levels of govern-
ance in Africa. The increasing number and size of «land grabs» in Africa re-
quests a quick move to such region-wide and sub-region-wide MSH activities in 
order to avoid further damages in terms of sustainable development

21
. The prob-

lem is the more serious as even governments and large corporations which are 
close to their governments are among the top investors (Indian Government; ZTE 
International, China; Tata Power, India; Samling Group, Malaysia; Daewoo Lo-
gistics, South Korea; Sinar Mas Group, Indonesia; and Muting Hijau, Indonesia. 
In Africa, Ethiopia, DR of Congo, Zambia, Sudan and Madagascar are the pre-
ferred locations for the top investors, while Malaysian and Indonesian investors 
invest mainly in their own countries. African countries like DR of Congo, Ethiopia, 
Sudan, Madagascar, Zambia, Tanzania and Mozambique are among the coun-
tries where high investments take place (see Note 21 for the source).  Still Africa 
waits for a regional and sub-regional approach of regulation and transparency. 
Also «water grabs» are of increasing relevance and impact, so that water gov-

                                                           
18

 The Stolen Asset Recovery Initiative (StAR) is a cooperation of World Bank and 
UNODC (United Nations Office on Drugs and Crime); it is also cooperating with the civil 
society and many other partners; see the Website: http://star.worldbank.org/star/ 
19

 The Public Expenditure and Financial Accountability (PEFA) program is a multi-donor 
partnership between seven donor organizations and financial organizations, but it is also 
including a PEFA Network with numerous interested stakeholders, and so it is also a MSH 
activity; see the Website: http://www.pefa.org/ 
20

 The Africa Report Summary for Policy Makers highlights the most important issues of 
sustainable development governance; see the document: http://repository.uneca.org/ 
handle/10855/20583. 
21

 See for the recent data (April 2012) on «land grabs» in Africa: 
http://www.theguardian.com/global-development/datablog/2012/apr/27/international-land-
deals-who-investing-what. 
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ernance initiatives matter
22

. Biofuels require over the whole production cycle 
large amounts of water, and land grabs also lead to high consumption of water 
for the production thereon. There are diverse institutions at international level 
with a MSH approach on water governance, like the Alternative World Water Fo-
rum (AWWF)

23
, the Water Operators’ Partnerships Initiative, and the UN Global 

Water Operators’ Partnerships Alliance
24

 (see on all these MSH ap-
proaches/initiatives: TNI/Transnational Institute 2012). These institutions are also 
interested in critically investigating the huge dam building projects, such as the 
damming of the Congo River at Inga Falls

25
. Contrary to the philosophy of these 

international alliances which consider water as a common good/a public good 
and water governance as a public sector activity, the World Water Council

26
, the 

World Water Forum (WWF) and the Global Water Partnership
27

 look at water 
rather as a commodity/a private good (see TNI 2012, pp. 19–20). Huge networks 
on water, but with a quite different focus, are prevailing at global, regional and 
national level. Also a MSH initiative, involving a number of governments, the civil 
society and other stakeholders in the Nile Basin region, is the Nile Basin Initiative 
(NBI)

28
. This initiative is so important and reminds the international community 

daily of all the potential and actual conflicts which could arise and indeed arise if 
a management of scarce water resources with entitlements across the borders 

                                                           
22

 The Transnational Institute in Amsterdam, The Netherlands works on the issues of land 
and water grabs; see the website: http://www.tni.org/category/issues-workarea/agrarian-
justice/water-grabbing-0.  
23

 The Alternative World Water Forum (AWWF) is conceived as an alternative to the World 
Water Forum (WWF), which is organized by the World Water Council, considered by 
AWWF as a club in the interest of transnational corporations and the World Bank; see 
Web Access to the Alternative World Water Forum (AWWF), in French it is abbreviated as 
FAME: http://www.fame2012.org/en/ 
24

 GWOPA is supporting water operators’ partnerships (WOPs) which are itself MSH initia-
tives; the Building The Water Operators Partnership Platform for Africa is such an activity 
supported by GWOPA; see the Website of GWOPA (Global Water Operators’ Partner-
ships Alliance): http://gwopa.org/ 
25

 See the story on the Grand Inga project in the DR of Congo, considered as the world’s 
largest and most expensive dam building hydropower project, and being a giant South-
South project involving South Africa and the DRC: http://www.fame2012.org/ 
en/2013/07/07/congo-largest-dam-project/ 
26

 The World Water Council is defined as a MSH platform to create awareness about the 
future of water around a network of competencies; it is organising the World Water Forum; 
see on the activities of the World Water Council their Website: 
http://www.worldwatercouncil.org/index.php?id=1. 
27

 The Global Water Partnership is working towards water security issues; it is also a net-
working and MSH initiative; see the Website at: http://www.gwp.org/ 
28

 The Nile Basin Initiative (NBI) was established in February 1999 and has 10 member 
countries sharing the Nile Basin waters, while Eritrea is an observer; it is a purpose to 
share the Nile Basin water resources for developmental benefits; see the Website: 
http://www.nilebasin.org/newsite/index.php?option=com_content&view=frontpage&Itemid=
1&lang=en. 
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(across many borders) is not regulated and managed well. In its awareness crea-
tion function the NBI has also a huge networking role and has become a MSH 
platform. However, conflicts on Nile waters quotas of the upstream riparian 
states, including Ethiopia as the main provider of Nile waters, with Egypt and Su-
dan (the main users of Nile waters because of their old treaties) affect the work-
ing of the NBI. A Cooperative Framework Agreement (CFA) between now six up-
stream countries seeks to find a more equitable sharing of the Nile waters among 
the riparian states. Ongoing conflicts around dam building projects in the NBI 
countries could escalate to military conflicts. 

At global level, the multi-stakeholder approach is requested for solving fu-
ture resources problems and for formulating a new and concerted resources pol-
icy (the new Chatham House report on Resources Futures brings out policy rec-
ommendations involving a much stronger framework for action; see Chatham 
House 2012). The influential report recommends the formation of a new club of 
the most important consumers, importers, exporters and producers of resources 
in the world (excluding the smaller actors in contrast to what the draft for the ITO 
has envisaged). The Resources 30 (R30) group should fill governance gaps so 
that important elements of governance on global resources and scarcities could 
be established. Although an informal club, it could have weight as a MSH initia-
tive which is supported by professional advice, by transnational corporations and 
the international trading community. It will be composed of political leaders, na-
tional and international public officials and other (private sector and civil society) 
stakeholders. This group of the «committed» could start with filling most urgent 
gaps in global governance of resources sector. Although working as an informal 
group of the «committed», it could tackle issues such as severe price increases, 
export restrictions, resource conflicts, etc. Price volatility at the sector level, ex-
port restrictions of certain resources, and severe global price increases and price 
falls could be influenced by joint action, and some mechanisms for potential ac-
tion are mentioned in the report (Chatham House 2012). Devising guidelines on 
regional and global stocks, on the use of export restrictions, on the role of IEA 
and OPEC, on global and regional production and investment policies, and on 
ways to encourage transparency on state-owned enterprises and transnational 
corporations in the field of resources would be important tasks of the new club 
(see on the concrete proposals the Chatham House Report: Chatham House 
2012). The R30 group could also involve IEA, WTO, World Bank, OPEC, com-
modity exchanges, commodity sector groups, leading transnational corporations, 
professional organizations, and international NGOs to effect at the global and re-
gional levels a reduction of vulnerability to short-term price and supply shocks, a 
turn to a more inclusive and sustainable resources production with higher resil-
ience at the level of nation-states, and a reconstruction of rule-based global and 
regional resource governance. 

What would John Maynard Keynes say? He would say that this was al-
ready part of his ideas for an ITO Charter, but that such MSH initiatives could be 
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a starting point for a rule-based global resources governance system. He would 
also say that international agreements with stable, simple, binding and effective 
rules are ultimately unavoidable in the resources sectors. As a realistic observer of 
international institutions and negotiations he would recommend to install from the 
start financial windows and regulatory mechanisms and to get a mandate for se-
vere crisis situations (what partly is intended from the outset for the R30 group).  

 

 

Issue 5:  

Broadening the Systems of Certification  

of Raw Materials along the Global Value Chains  

and Using UN Sanctions in Conflict Situations 

The certification, authentication and identification of the source of specific 
commodities (diamonds, gold, tungsten, tin, and tantalum), which are labelled as 
«conflict diamonds» and conflict minerals», along the whole value chain from ar-
tisanal mining to the end consumer, is increasingly considered as an important 
instrument to contribute to conflict prevention, by avoiding that the revenues are 
used for arming militias and terrorist groups. Transparency along the value chain 
is requested by the Kimberley Process (for diamonds) and by the Dodd-Frank 
Act provision 1502 (for minerals like tin, tantalum, tungsten, and gold). The Dodd-
Frank provision 1502 is very demanding for the corporations listed at the US 
Stock exchanges; the Rules are complex but there are no further juridical doubts 
on them since the mid-2013 decision of the court so that the corporations have to 
cooperate fully

29
. The Rules request a user of potential «conflict minerals» (origi-

nating in the DR of Congo or adjoining countries) to submit a report stating what 
the user has done to identify the true source of the minerals along the whole 
value chain, and to give evidence about the source so that it is clear that the 
revenues are not contributing to conflict generation. The measures taken to proof 
due diligence must include an independent private sector audit of the report, and 
the report has to be conducted in accordance with standards established by the 
Comptroller General of the United States. The report has to state clearly that the 
products manufactured or contracted to be manufactured are not using «conflict 
minerals». Mining should go on in the DR of Congo so that the workers can earn 
an income, but the evidence has to state that the revenues are not channeled to 
unauthorized groups. 

The supply chain has various stages from the small artisanal producer to 
the mine, then to the local exporter and to the smelter, then to the industrial pro-

                                                           
29

 The SECURITIES AND EXCHANGE COMMISSION has released on August 22, 2012 
Rules on conflict minerals, covering not less than 356 .pages; see the Website: 
http://www.sec.gov/rules/final/2012/34-67716.pdf 
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ducer, the (electronic or another) industry using such minerals like tin, tantalum, 
tungsten, wolfram and gold, and finally to the end consumers. Companies are 
requested to give proof of the source by the use of internationally accepted stan-
dards of certification and identification. According to Global Witness the warning 
is clear: «There are four main minerals being mined by the population in eastern 
Congo: cassiterite (the ore for tin), coltan (the ore for a rare metal called tanta-
lum), wolframite (tungsten ore), and gold. The illicit trade in these minerals pro-
vides rebel groups and units of the national army with tens of millions of dollars a 
year that they use to buy guns and shore up their rival campaigns»

30
. There 

seems to be some progress towards «conflict-free» supply chains for tin and tan-
talum in the eastern DR of Congo. Again by citing Global Witness: «In October 
2012, the Conflict-Free Tin initiative (CFTI), a closed-pipe system in which all 
players in the vertically-integrated supply chain are known, was launched in 
eastern DRC’s South Kivu province. Major SEC-listed companies are participat-
ing in the project, including firms who were not previously buying minerals from 
the Great Lakes Region. Although in its early stages, the CFTI is an example of 
how, if properly implemented, responsible sourcing from conflict-affected areas in 
eastern DRC could become a reality». (See for Global Witness as the source: 
Note 31). It is reported that this initiative is still a pilot project, but the description 
of the project shows that there are developmental benefits from it in the region.

31
 

PACT
32

 is the implementing agency for the certification programme iTSCi (ITRI 
Tin Supply Chain Initiative).

33
 Upstream companies are assisted to conform with 

the OECD Due Diligence Guidance (DDG) for Responsible Supply Chains of 
Minerals from Conflict-Affected and High-Risk Area (see OECD 2013) and with 
the recommendations of the UNSC (UN Security Council) to expand due dili-
gence on criminal networks and armed groups and «to include violations of the 
asset freeze and travel ban on sanctioned individuals and entities». (See as the 
source Note 34). The OECD Due Diligence Guidance (OECD 2013) has five 
steps (establishing strong company management systems; identify and assess 
risks in the supply chain; design and implement a strategy to respond to identi-
fied risks; carry out independent third-party audit of smelter/refiner’s due dili-
gence practices; and report annually on supply chain due diligence) for tin, tanta-
lum and tungsten, and similarly for gold. As there are many neighbouring coun-
tries of the DR of Congo (9 neighbouring countries) and as it is not easy to con-
trol all the shipments of minerals from this area, there may still be weaknesses in 
the system and losses for the government and for the local people. Corruption 

                                                           
30

 See the Website of Global Witness on Conflict Minerals: http://www.globalwitness.org/ 
campaigns/conflict/conflict-minerals. 
31

 See on the Conflict-Free Tin initiative (CFTI) the Website: http://solutions-
network.org/site-cfti/results/ 
32

 It is the mission of PACT to support local communities; see the Website: 
http://pactworld.org/ 
33

 See on the certification programme iTSCi (ITRI Tin Supply Chain Initiative) the Website: 
https://www.itri.co.uk/index.php?option=com_zoo&task=item&item_id=2192&Itemid=189. 
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and smuggling affect the work of all certification institutions, especially in cases 
when governmental actors are involved. Changes in the world market for tanta-
lum (used in high technology sectors like mobile phones) mean also that the 
DRC and few other African countries got an enormous importance since 2009 
when the African share of the market shot up to over 50 per cent (see Laus-
ter/Mildner/Wodni 2010). This has also to do with the very low wages of workers 
in such conflict areas as militias and armed groups put pressure on the workers 
and the traders. But the increasing involvement of such certification agencies 
may create awareness among all actors in the supply chain. As such certifica-
tion/identification systems may be of great importance for other countries with 
conflicts too (like the Sudan with a lot of artisanal gold mining in Northern Sudan 
and with around 500,000 workers being employed under miserable working con-
ditions, or the Central African Republic with regard of diamonds mined in ar-
tisanal production), the examples of the «conflict-free» initiatives in the eastern 
DR of Congo and adjoining countries and the examples of the Kimberley process 
countries may be of relevance for an extension of the system to other countries 
and regions. However, examples also show that such systems will fail – as in the 
case of «conflict diamonds» – if governments do not cooperate when using off-
budget accounts for such revenues (then used for fighting the opposition as in 
Zimbabwe). 

34
 A report by Global Witness analyses the international connections 

of business, intelligence services in Zimbabwe and mining of diamonds in the 
country (Global Witness June 2012). Also the case of Angola shows that the 
Kimberley Process (KP) needs adjustments as also state actors (as powerful 
generals in Angola) are active in the mining sector and are part of the problem of 
generating conflicts and violence in the mining industry by using force through 
security agencies they own. As generals are active in the diamond business as 
well as in the private security business the Kimberley Process needs to embrace 
also such (government/army/security) stakeholders and not only those from rebel 
groups (see Ebertz/Müller 2013). It is recommended to move to a wider definition 
of «conflict diamonds» what requests action at EU and UN levels to change the 
KP definitions and procedures. If such efforts fail the OECD Due Diligence Guid-
ance for Responsible Supply Chains of Minerals from Conflict-Affected and High-
Risk Areas (see OECD 2013) should be brought in as a substitute to complement 
the KP as the OECD has a wider definition of «conflict diamonds» (see 
Ebertz/Müller 2013, p. 14). Also chemical-mineralogical footprint solutions do not 
work if not all the relevant coltan/tantalum producer areas can be recorded; and 
the same problem is with other minerals (see Lauster/Mildner/Wodni 2010, p. 3). 
So, from the side of the law on transparency in manufacturing countries to the 
side of the local control in producing areas there are many issues open. The In-
ternational Accounting Standards Board (IASB) is working on a similar provision 
as Dodd-Frank 1504 (on corruption), and all this could be extended to 1502 (on 
conflict minerals) and 1503 (on health violations). Global solutions with a high 

                                                           
34

 See on the problems of these «conflict diamonds» the Website of Global Witness: 
http://www.globalwitness.org/conflict-diamonds. 
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level of enforceability are needed because of the many possibilities to circumvent 
regional and national initiatives (see also Lauster/Mildner/Wodni 2010, p. 4). 

In order to get certification/identification/authentication of the source, vari-
ous systems are available along the value chain. Such international standards 
could give evidence of social and ecological aspects, of working and safety con-
ditions, they could give an identification/authentication of the true production lo-
cation of the minerals, and they could inform about the further channels and uses 
of the minerals in the value chain, as well as about the legality and the transpar-
ency of the flows of minerals. There are various systems with different focus 
along the value chain (see the Chart of the Month, by DIHK/DERA October 
2012). At the level of production of ores up to the level of the smelter in the value 
chain, four certification systems matter (CTC/Certified Trading Chains; AFP; 
ICGLR; and iTSCi). The CTC was developed for the Artisanal and Small-Scale 
Mining (ASM) sector, assuming that industrialized and Large Scale Mining (LSM) 
operations «commonly operate within acceptable corporate social and ecological 
responsibility (CSER) standards,» (See BGR/Bundesanstalt für Geowissen-
schaften und Rohstoffe  2010). CTC is described as «a voluntary system of self-
commitment by the partners in the trading chain». (see: BGR 2010, p. 3). Integ-
rity standards were derived on the basis of the OECD Guidelines for Multinational 
Enterprises (2000) and the OECD Risk Awareness Tool for Multinational Enter-
prises in Weak Governance Zones (2006), and some of the International Finance 
Corporation’s Performance Standards and the Voluntary Principles on Security 
and Human Rights. Five standards matter (BGR 2010, p. 5): transparency of 
payments to the host government; no use of child labour and fair remuneration of 
workers, and fair working conditions, health and safety standards; security on 
production sites is guaranteed and and human rights are respected; communities 
are consulted and institutional development is supported; environmental condi-
tions are considered). CTC – with activities in Rwanda and the DRC – is part of a 
regional mechanism (ICGLR/International Conference on the Great Lakes Re-
gion). ICGLR

35
 has launched a regional certificate on the origin of minerals in 

DRC (see the ICGLR News Bulletin for July 2013). The AFP (Analytical Finger-
print) method is a forensic tool (see BGR 2013) to identify the source of minerals, 
and it is also of relevance for CGLR’s Regional Initiative against the Illegal Ex-
ploitation of Natural Resources (RINR). CFS (EICC/GeSI) is another initiative. 
CFS (Conflict-Free-Smelter) is supported by EICC (Electronic Industry Citizen-

ship Coalition) and GeSI (Global e‐Sustainability Initiative), another association 

of the electronics industry. CFS produces a list of compliant smelters and refin-
ers.

36
 Only OECD’s Due Diligence Guidance and CFS of The Conflict-Free 

Sourcing Initiative relate to the later stages of the value chain – from smelting 
upwards. A cooperation of all these certification systems is therefore needed and 
then it is beneficial for all the partners in the chain and the actors outside.  

                                                           
35

 See the Website of ICGLR for further information: https://icglr.org/spip.php?rubrique6. 
36

 See the Website of The Conflict-Free Sourcing Initiative: http://www.conflictfreesmelter.org/ 
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It is obvious that the transparency issue is of greatest importance for de-
velopment and peace in the Great Lakes area, and that many approaches are 
experimented with and are relevant for some specific actors. The task is compli-
cated, and verification poses numerous technical, scientific and political prob-
lems. Anyway, the multitude of concurring systems (see DIHK/DERA October 
2010) is a handicap for establishing clean supply chains

37
. Ultimately, there are 

arguments for a broader concept of conflict minerals as laid down in OECD’s Due 
Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-
Affected and High-Risk Areas (see OECD 2013) and as brought out in the ex-
periences with outright UN Sanctions which also refer to OECD frameworks

38
. 

The OECD Guidance receives increasing support from the US, the UNSC, and 
from institutions in Africa like the ICGLR. Recent studies on the role of UN sanc-
tions on natural resources show that it is an indispensable instrument for peace 
and development, although only scarcely used (see Carisch/Rickard-Martin 
2013). However, a new problem has emerged with regard of the global reach of 
OECD’s due diligence guidance: the increasing role of actors from the South 
(China, India, Brazil, Indonesia, etc.) means that truly global norms have to be 
established under the guidance of the UN. 

As peace and development depend today on such verification and identifi-
cation systems, the effort is paying off. However, John Maynard Keynes would 
say that more is needed: stable, simple, effective and binding provisions at the 
global level and then relating the levels down to the regions and the nation-
states. He had conceived ITO/ICU as organizations for global peace and devel-
opment, and for a global economic and social policy, and all the systems devel-
oped now towards more transparency and better governance cannot be a substi-
tute for a globally binding agreement, including such key sectors and policy areas 
as raw materials, foreign investments, restrictive business practices, employment 
and social standards, etc. 
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 See further information on transparency of supply chains and the various certification 
and identification systems at: http://www.dihk.de/presse/jahresthema-2012/chart-des-
monats/oktober. 
38

 See on the OECD Due Diligence Guidance (OECD 2013) and the recent texts the Web-
site: http://www.oecd.org/fr/daf/inv/mne/mining.htm. 
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4. Conclusions and Outlook:  

From the «Transparency Agenda»  

to the «Structural Reform Agenda»  

in Regulating Global Resources Sectors 

In this paper, the focus was on the type of global governance relating to in-
ternational commodity markets and resources sectors. A broader definition of re-
sources beyond oil and gas and minerals was chosen. The question was if the 
concrete actions surrounding the «transparency agenda», which is currently en 
vogue, are moving the frameworks for resources sectors step by step towards 
strong global governance as being implicit in John Maynard Keynes’s analyses 
(on speculation and forward markets as well as on international buffer stocks) 
and policy prescriptions (especially the ICU/ITO proposals) which he has pre-
sented more than 65 years ago.  

The paper has looked at five issues. The first issue was on the relevance 
of the quite recent transparency initiatives being associated with US laws and EU 
directives, leading to some followers as in Hong Kong. The second issue was on 
the role of international standards, such as EITI and PWYP. The third issue was 
on the governance and legislative changes in resource-rich countries aiming to 
exploit their resources as based on principles such as democracy, equity and 
sustainability. The fourth issue was on the perspectives of the multi-stakeholder 
initiatives as instruments to generate public participation concerning resources 
sectors. The fifth issue was on the certification of «conflict minerals» and «con-
flict diamonds» along the value chain. All together, these initiatives, standards 
and procedures are highly ambitious attempts to bring some order to the global 
resources sectors, and there is commitment from the side of international NGOs 
and from groups of parliamentarians. However, these initiatives are not based on 
forms of strict global governance in the sense of simple, stable, effective and 
binding international commitments by all relevant partners such as requested by 
John Maynard Keynes in the frame of his ICU/ITO proposals. These five issues 
of the «Transparency Agenda» lead to actions and proposals to be characterised 
as partial, voluntary, commodity-specific, country-specific, and non-binding at 
global levels. There are also contradictions between initiatives, proposals, and 
also between the amendments to laws (USA) and directives (EU). As well these 
actions and proposals imply high transaction costs as many actors have to be in-
volved to get minimum consensus and action. Too many actors with different 
agendas and philosophies are involved, too many gaps in proposed regulations 
and surveillance mechanisms are observable, and too many problems are left 
open and are not integrated and compromised. So, all these efforts are leading to 
weak forms of global governance in respect of resources sectors. Because of the 
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very limited impact of the «transparency agenda» on the global resources sec-
tors, global action beyond of it is needed. It is necessary to look at the «Structural 
Reform Agenda» by addressing the most important issues leading to stable, sim-
ple, effective and binding forms of global governance for the resources sectors.  

Further five issues are of relevance beside of the five issues emanating 
from the «Transparency Agenda». The «Structural Reform Agenda» covers also 
five issues: 

The first issue is on the governance of the transnational corporations, the 
sovereign wealth funds and the government-to-government agreements on 
commodities and resources. Most relevant in this context are aspects of competi-
tion, access, investment and employment, sustainability, transparency and con-
trol, and how to come to rules and regulations at the global level (see on the 
transnational extractive companies UNCTAD 2007, and for the sovereign wealth 
funds Bernstein/Lerner 2013). So far the transnational resources companies are 
not really constrained by any coherent global (or regional) control mechanism. 
Access to resources, investment and labour conditions, competition between big 
companies and smaller ones, financial flows between companies and govern-
ments, monopolized knowledge on reserves and resources, and many sustain-
ability aspects of their activities are not regulated. There is no obligatory check 
for the 10 biggest oil and gas companies, the 10 biggest mining companies, and 
the 10 biggest food and agriculture companies, so as to get publicly informed 
about their huge political, economic and social roles. The impact of these 30 
companies is so great that global public policies are needed to set norms and 
regulations. The same problem is with sovereign wealth funds (SWFs) as they 
are quite active as finance and investment institutions in the global resources 
markets and in the global financial system. A Forum on the SWFs exists in the 
form of a voluntary stakeholder initiative and it is loosely connected to the IMF 
and other financial actors, but binding rules on their revenue, finance and in-
vestment strategies are missing. The level of transparency as practised from the 
side of the SWFs is minimal, and therefore specific rules and regulations to con-
strain their behaviour are needed. The bilateral government-to-government trea-
ties on resources exploitation, production and trade (and also those coordinating 
forums between USA and EU) need also close scrutiny. They may affect in vari-
ous ways WTO provisions concerning the access to resources in a multilaterals 
trade framework. Public agencies and rules to control these actors are missing at 
global levels. Governments are increasingly active in their roles as owners of 
transnational resources corporations, as owners of SWFs and as partners to bi-
lateral agreements. 

The second issue is on the interdependent role of states and markets in 
regulating international commodity markets. The question is about state failures 
and market failures in international commodity markets. Both types of failures ex-
ist and are not easy to disentangle. Policies of governments towards these mar-
kets are not coherent and a great number of different state interventions are used 
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to influence these markets. The markets itself are far from competitive conditions, 
with powerful corporations determining the rules of the game, and knowledge 
and information asymmetries between contractors (firms as licensees and gov-
ernments as licensors) abound. Also, cyclical market conditions are prevalent so 
that producers of the raw materials and beneficiaries from revenues face difficult 
decisions as investors. Using the lessons from the Political Economy of Interna-
tional Raw Materials Markets for timing and sequencing of reforms is a great task 
for policy makers. Different types of political economy factors shape the political 
economy: subsidies paly a great role in all resources sectors; geo-economic as-
pects of resource extraction are important; institutional deficits lead to sub-
optimal extraction; and oligopolistic structures affect the outcome of decisions on 
these markets (see Bleischwitz 2009). And, stocks are in some periods and for 
some commodities rather small, and storage may be used for speculation and 
generating benefits from delayed transactions on orders as there are no public 
stocks organised at global levels. So far there is neither a global agreement on 
subsidies nor on other political economy factors (to share risks, to overcome the 
oligopolistic structure, and to react to the high cyclicality of investments), and 
global public action along the programme of J. M. Keynes is non-existent. This is 
true for agriculture and food, for mining, and for oil and gas exploration. Markets 
are highly impacted by subsidies and by government interventions, but global ac-
tion is scarce. More and more private and public actors merged in spheres of in-
terest. All attempts have failed to bring order to these markets, and the Doha ne-
gotiations are only one element of a highly unsatisfactory story. As resources are 
distributed unevenly between regions and continents, the access to information 
about reserves and resources and the global logistics of the extraction industry 
are important. There are myths about abundance (mainly with regard to minerals 
and also land related to Africa), although these myths (see Simons 2012) may be 
fuelled largely by the motive to get access to resources at very low costs (in 
terms of environmental legislation, social and safety standards for the workers, 
access to licenses for exploration and extraction, etc.). There is tremendous 
need for global public information about the abundance of reserves and re-
sources, and also for global policy frameworks to encounter the political economy 
factors of these resources sectors. 

The third issue is on focussing regulations and reforms on global agricul-
ture and food production under land, water, and energy stresses. It is necessary 
to look at the perspectives of Sustainable Agriculture and Food Production in the 
context of Climate Change Mitigation and Adaptation (especially in Africa be-
cause of the expected great number of people under risk of food insecurity and 
because of the probability that the continent will bear quite heavily the burden of 
the negative effects of climate change). Recent scenarios show that feeding the 
9 to 10 billion people projected for the year 2050 can be done in quite different 
forms – in unsustainable forms associated with a further «conventional intensifi-
cation» of agricultural production and in more sustainable forms of agricultural 
production based on an «ecological intensification» (see INRA/CIRAD 2009, Pail-
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lard et al. 2011, and IFPRI 2013, Chapter 8). The more sustainable forms of 
feeding 9 to 10 billion people will request strict/strong global governance on food 
security, involving also limits set to the calories that are consumed in OECD 
countries and in the fast growing emerging economies. Such a new global order 
to aim at food security must be based on strict global governance in the sense of 
requesting from all major actors (national governments, regional and international 
organisations, transnational food and agriculture corporations, public interna-
tional agricultural research organizations) new ecological, social, economic, po-
litical, trade and technology orientations. Strong global governance is necessary 
to allow simultaneously for poverty reduction, food security, sustainable agricul-
tural production and climate change adaptation. The implications of these alter-
native scenarios for Africa and their many people being at «risk of food insecu-
rity» are diverging considerably. In case of «conventional intensification» of agri-
cultural production the impacts on ecology, land, water and energy use, defores-
tation and climate change will deviate severely from the impacts under «ecologi-
cal intensification». Beside of this basic decision to be taken there are further 
challenges for Africa depending on various downside risk factors (higher popula-
tion projections, more unfavourable climate change projections, much higher en-
ergy price projections). A global organization is therefore needed to bring all 
these aspects coherently and under a consistent framework together – such as 
the proposed UN Food Security Organization (UNFSO). Such an organization 
can work for sustainable global food production while reducing effectively food 
insecurity. Areas under land, water and energy stresses and areas threatened 
most by climate change, as some African regions, can benefit from such a con-
certed action of the UNFSO. At the moment, too many international organizations 
do some work on agriculture, trade, investment and sustainable development, 
but without a clear focus on food security. A Global Governance of Food Security 
is especially important for the stability of production, trade and investment in ag-
riculture and food sectors. 

The fourth issue is on the paths towards a Comprehensive Global Re-
sources Policy and a Global Resources Management Regime. There is a serious 
lack of comprehensive resources policies and management regimes at local, 
sub-national, national, regional and global levels. Comprehensive policies at the 
national level will support comprehensive policies and policy frameworks at the 
regional and global levels, and will so contribute to crisis prevention and conflict 
prevention. National «best practice» could then be used to improve policy 
frameworks in other countries and at regional and global levels. Such an ap-
proach will also help to avoid «Resource Curse» and «Dutch Disease» effects as 
successful national strategies are promoted worldwide. A Global Resource Man-
agement Regime is feasible and has various components: national resource 
funds are needed to make the economy more independent from price and reve-
nue volatility, to invest into «equity» measures and to save for future generations; 
transparency has to be increased along the resource value chains and all reve-
nue uses; appropriate sustainability standards and certification procedures along 
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the resource value chains are needed so as to improve sustainability levels of 
production; development aid should focus on «resources for development» pro-
grammes so that the management of resource revenues becomes an important 
part of the global aid agenda (what is not at all the case now); increasing material 
efficiency and resource productivity is an issue for developed, emerging and less 
developed countries so that technology transfers contribute to progress in the 
manufacturing industry worldwide; and measures are needed to limit resource 
consumption to a sustainable level what is needed for agricultural production, but 
also for mining, oil and gas production (see on the agenda Bleischwitz/Bringezu 
2007). A Global Resources Management Regime (GRMR) could coordinate na-
tional and regional policies towards globally coordinated and comprehensive re-
source policies. Comprehensive policies have yet to be conceived in most of the 
resource-rich countries and – with regard of material efficiency and resource pro-
ductivity – also in developed countries. Not many national resource funds are 
working in developing countries; the application of international transparency and 
sustainability standards is weak at national and local levels, and the coordination 
of resource production sectors with agriculture and manufacturing sectors is 
weak so that the production and the use of resources do not contribute to struc-
tural transformation what is a great problem in Africa today (AfDB et al., 2013). 
Comprehensive resource policies are also needed at regional levels as otherwise 
national export restrictions with regard of food and other forms of access inter-
ruptions will increase price volatility and food insecurity (what was observed in 
both periods of price increases 2007/08 and 2011/2012 in Africa). It is astonish-
ing that international aid was so weak in concrete action and specific advice with 
regard of resource sectors. Proposals for Global Resources Management Re-
gimes (GRMRs) are found in international proposals and resolutions but impor-
tant is translation into action (see Chatham House 2012 and Bleischwitz/ 
Bringezu 2007, pp. 9–11). 

The fifth issue is on Establishing Global Rules on Commodity Markets and 
Resource Sectors and on Introducing New Multilateral Trade, Finance and In-
vestment Rules which are complementary. WTO and formerly the GATT were 
conceived as institutions to reduce quantitative restrictions and duties on the im-
port side. Much less was done to look at the export side what was an aspect in 
the ITO Charter. Recent export restrictions of food products and rare metals 
highlight the importance of the issue, although there are other many aspects 
concerning the export side (export of goods and inputs with dangerous environ-
mental effects, unsafe products, products from conflict areas, products produced 
by child labour and forced labour, etc.). There are also other aspects (export 
subsidies, export incentives, implicit export restrictions by large and transnational 
corporations). It is important to look at rules and regulations of the WTO system 
to bring in the commodity sector and the resources sectors including land, water, 
and energy, and to design related trading rules. Also, the WTO system is impor-
tant in the context of food security as trading rules (for imports and exports) 
should allow it to give incentives for an ecological intensification of global food 
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production in order to preserve nature and mitigate climate change. This may 
also mean to give preferences for regional trade and regional value chains. 
There is a need to reform the WTO system accordingly so that an equitable ac-
cess to resources which are produced under sustainable conditions is supported 
by a high level of transparency and certification of such trade flows in binding re-
gional and global trade rules. Appropriate action needs to be undertaken, al-
though the experiences of the Doha Round show that awareness for deeper re-
forms of the WTO system is still lacking. Too many issues are left out from the 
WTO system with regard of commodities and resources (see Stürmer 2008; 
Ruta/Venables2012; Bleischwitz 2007; Bleischwitz/Bringezu 2007): Export duties 
of resource-rich countries can be used to favour certain countries against political 
concessions; mining investments are not at all regulated in the WTO framework, 
so that there is no international transparency on the access to resources, the al-
location of exploration and extraction licenses, etc.; there is no link of raw materi-
als policy with competition laws in WTO member states so as to prevent the fur-
ther concentration of already powerful raw materials companies; there are vari-
ous exceptions in the WTO system to the ban on export restrictions of food and 
raw materials, such as in cases of critical shortages of important products, but 
also to protect nature and environment, and in cases of intergovernmental raw 
materials agreements, and the non-discriminatory handling of such export bans 
is not guaranteed (as one could see in recent times of large food price in-
creases). Even low import tariffs on raw materials in importing countries can have 
a high protective effect because of the low processing stage in the exporting 
countries, and there are no binding obligations on export duties (see Stürmer 
2008).  

Despite of all this, no WTO agreement on international competitive bidding 
for exploration and extraction licenses is in sight, and nothing came out so far 
from proposals for a comprehensive WTO treaty on export tariffs (which could be 
linked to the dispute settlement mechanism of WTO), so that widespread raw 
materials protectionism could be prevented and punished (Stürmer 2008, p. 135). 
All these new treaties could help to reduce the role of bilateral raw materials 
agreements which have acted more and more as instruments for the race on 
scarce raw materials. Agreements on mining and other resources investments 
are needed, to create a climate of transparency but also to improve on the long 
term contracts on resources which have serious weaknesses. Most important, 
requested are a «transparent and non-discriminatory allocation of extraction li-
censes and a commitment to environmental and social standards for foreign in-
vestments in mining» (Stürmer 2008, p. 136). More than this, not only the tradi-
tional policy agenda matters with instruments like export taxes, price controls, 
production quotas, domestic producer and consumer taxes, but also the market 
failures with regard of the long run contracts for exploration and development of 
natural resources (see Ruta/Venables 2012). Resource contracts are different 
from other foreign direct investment (FDI) and so a multilateral surveillance role 
of WTO is needed. Access to raw materials is important for industrialization and 
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development, and J. M. Keynes has always argued that access interruptions can 
lead to war and violent conflict. Auction-type open allocations of extraction li-
censes are needed. New WTO regulations are also needed because of the new 
actors in emerging countries which may not be bound by OECD Due Diligence 
rules. And the WTO can play such a role by using the instrument of waivers. The 
Kimberley Process (KP) WTO waiver is an example that multilateral agreements 
on raw materials are possible, and that voluntary agreements as on «conflict 
diamonds» can become part of binding WTO rules (Ruta/Venables 2012, p. 28). 
The WTO role in enforcing resource contracts is highly important (Ruta/Venables 
2012, p.27), as such contracts decide about future growth potentials and global 
competition should be based on knowledge in manufacturing firms and not on the 
power of transnational resource companies. WTO rules also matter in order to al-
low industrial policies in developing countries. As resource-rich countries need to 
diversify their production and export activity they should be allowed to use first-
best instruments to support industrial development (like specific subsidies) and 
not second-best or third-best instruments (like export taxes and export bans). In-
dustrial policy should not conflict with the Subsidies and Countervailing Measures 
(SCM) Agreement of WTO. The use of modern-type industrial policies should be 
facilitated by WTO measures so that restrictive export sector measures are 
avoided. The change from surplus to scarcity in global raw materials markets has 
changed completely since 2007/2008 the situation, and the need for international 
and multilateral trading and transparency rules has tremendously increased.  

Not only export policies, raw materials contracts and raw materials invest-
ments are left out from the WTO agenda; also transparency of raw materials 
markets is so far not part of the multilateral agenda. It would be necessary to in-
stall transparency on subsidies, shareholding, exploration and delivery contracts, 
the properties of traded materials, the environmental impacts of materials and in-
puts. An international panel on the sustainable use of natural resources was rec-
ommended and could be linked with WTO surveillance activities and rule-setting 
agendas (see Bleischwitz 2007, p. 77). Public information systems on raw mate-
rials markets would be needed at international level, to document on production, 
storage, trade, but also on export policies of resource-rich countries, on bilateral 
agreements with importing countries, and on resource contracts as well as on the 
behaviour of transnational resource corporations. WTO provisions do not contain 
so far rules allowing the institution to sanction unsustainable resource use by im-
plementing trade restrictions (Bleischwitz/Bringezu 2007, p. 11). An international 
panel on sustainable development could give advice to WTO committees. A bind-
ing multilateral agreement to promote sustainability principles in resource extrac-
tion, processing and trade as well as providing technological assistance to less 
developed resource-rich countries would be an important improvement in global 
resource politics (Bleischwitz 2007, p. 77). In fact, these were already the ideas 
by J. M. Keynes on the regulation of commodity markets more than 65 years 
ago.  
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Also with regard of resource-related global finance new international rules 
are needed, and a stronger role of IMF and World Bank is requested. As dis-
cussed above, various voluntary initiatives are in place. However, these initia-
tives are not really linked to IMF and World Bank policies. The increasing role of 
resource-related finance from emerging countries adds to the importance of such 
global regulations. The interaction of food, energy, land and other resource mar-
kets is a factor to be considered as highly important in this context. The transpar-
ency initiative of the Dodd-Frank Act to fight corruption with regard of raw materi-
als has brought the US laws on stock exchanges to the centre of interest; other 
countries responded. Also other financial sector issues are at stake and reforms 
are demanded. There is now an intensive debate about the role of speculation on 
food and land resources, and international rules for stock exchanges, securities 
and exchange commissions and for other financial supervisory agencies are dis-
cussed. Links with the IMF are needed, but so far not too much has happened. A 
case in point is the discussion about «index speculation» on food. Proposals to 
impact globally on the index speculation with food and other resources were in 
recent years regularly made. Restrictions on the use of index-oriented financial 
products based on food could play a certain role if there is an internationally co-
ordinated approach and if selective demand-side and supply-side measures on 
food markets are based on sustainable development strategies. Crisis manage-
ment with regard of of global food security also requests that short-term meas-
ures such as restrictions on index speculation are backed by medium to long-
term programmes (see Bass 2012). None of the proposals made by the UN after 
the food price crisis of 2007/2008 for dealing with speculation on food was real-
ised (the report by De Schutter: 2010 with many proposals for action is a good 
example). Even a Comprehensive Framework for Action (CFA) to secure the 
«human right to food» was presented in this context but without any internation-
ally binding commitment. Curiously enough, the De Schutter Report concludes 
that many index speculators are not interested and knowledgeable in commodi-
ties and so they should be excluded from trading in index funds (De Schutter, 
2010, p. 8).  This view ignores the fact that large institutional investors (interna-
tional banks, global insurance companies, and large financial funds and compa-
nies) are doing business with such financial products and not the single unin-
formed trader. It was a welcome start from the «human right to food» people in 
the UN and not from the core institutions such as IMF and World Bank and the 
major stock exchanges in the world. A complete reform of global financial sys-
tems is requested by UN and NGO circles to impact on the resources markets: 
Index speculation and over the counter derivatives are an issue in the discussion 
about new rules for financial products related to resource markets, but new rules 
are as well important for resource sector financing – with regard of the access to 
resource concessions and licenses and with regard of resource sector invest-
ments by transnational corporation and sovereign wealth funds in resource-rich 
countries. Some elements of the ITO/ICU agenda are still relevant in this context, 
and many observers argue that stricter rules for the regulation of the commodity 
sectors can be incorporated into the frameworks of WTO, IMF, World Bank, ILO, 
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and even of UNEP and UNDP. So the frameworks for the regulation of resource 
markets and sectors can be improved even on the basis of the available global 
governance machinery.  

The «Structural Reform Agenda» involves stricter rules of global govern-
ance of resource sectors. Ten issues were discussed, in the form of guidelines 
for action at the global level, five issues for the «Transparency Agenda» and five 
issues for the «Structural Reform Agenda». Global governance of the resources 
sectors requires – in the sense of the analyses, proposals and views as pre-
sented by J. M. Keynes many decades ago – that globally binding rules are es-
tablished so as to ensure stable, simple, consensual and efficient frameworks. 
However, the «Transparency Agenda» may be viewed as a first step to raise 
awareness about the issues and problems. It becomes clear that internationally 
coordinated actions towards deeper global governance of resource sectors are 
requested for fair global competition, and for peace and development. The cur-
rent discussion also has the advantage to show how important a global compre-
hensive and sustainable resources policy is, and that a broader look at resources 
is needed beyond oil and gas and mining, including also land, food and agricul-
ture, livestock, water, fisheries, energy and power resources. 
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