SUSTAINI

COUNTRIES

SCORECARD

>



The Bjorn

Identity

We surveyed the G20 nations for last year’s inaugural Sustainable
Countries Scorecard. This year the field was widened to include
the 39 OECD and BRICS nations. The result: Scandinavia rules,
and Sweden takes home the crown.

hy have you brought us here?

Sitting in a room of government
officials at Sweden’s foreign affairs ministry,
it was a question I couldn’t help but ask.

A graduate student of journalism stud-
ies at Ottawa’s Carleton University, I was in
Sweden during the summer of 1995 as part
of a month-long fellowship along with five
U.S. journalism students. The purpose of
our visit wasn't clear.

“We have no specific agenda,” a min-
istry spokesman answered. “We just want
you to get to know Sweden, so that when
you become a professional journalist and
have the opportunity to write about our
country, you'll say nice things”

In retrospect, it’s just another example of
how Sweden is always thinking about posi-
tive future outcomes. To be sure, I have no
obligation to say nice things about this Scan-
dinavian country, but it’s so easy to do so.

Case in point: Sweden easily topped
Corporate Knights’ 2013 Sustainable Coun-
tries Scorecard, which this year ranked 34
members of the Organisation for Economic
Co-operation and Development and the
five BRICS countries — Brazil, Russia, India,
China and South Africa.

Countries were measured across 15
equally weighted categories (covering
25 key performance indicators) to come
up with a sustainability score out of 100.
Sweden scored 76.8 per cent, five times
higher than lowest-ranking South Africa
and healthily ahead of its high-performing
Scandinavian peers — second place Norway
(74.2), third place Finland (69.6) and fourth
place Denmark (67.5). Switzerland rounded
out the Top 5 with a score of 66.6 per cent.

Germany, first in last year’s inaugu-
ral ranking of G20 countries, found itself
pushed to 11th place after the rest of the
OECD and BRICS nations were added
to the mix. Canada fell to 15th place and
the United States to 22nd place out of the
39-country survey.

For the 2013 scorecard, Corporate
Knights also improved the metrics by which
a country’s sustainability performance is
measured, an approach that is expected to

stay consistent in future scorecards.

Sweden clearly stood out in the catego-
ries of urban pollution and gender equality,
ranking No. 1 in each, while it ranked No.
2 in categories measuring the health of its
natural, social and human capital.

The urban pollution score is no sur-
prise. During my 1995 stay in Stockholm
— Sweden’s capital city and home to nearly
a quarter Swedes — downtown streets were
clean, transit was efficient, the air was
crisp, and the waterways separating the 14
islands that make up this populous archi-
pelago showed little sign of pollution. Even
today, citizens and tourists can swim freely
in the city centre without risk to health.
Likewise, any fish caught are safe to eat.
Try doing that in the downtown of a major
North American city.

Sweden, after all, is a country that treats
waste as a valuable resource. It reduces
methane emissions by keeping garbage out
of landfills and using what can’t be recycled
to displace the burning of fossil fuels. Ad-
vanced incineration contributes to 20 per
cent of Sweden’s district heating needs and
provides power to roughly 250,000 homes.
It uses waste so well that it sometimes fac-
es shortages, forcing it to import garbage
from neighbouring countries.

On the issue of equality and diversity,
I observed Sweden’s leadership first-hand
during a tour of its parliament, where the
legislators we happened to speak with were
mostly women. After Sweden’s 2010 na-
tional election, women held 45 per cent of
the seats in parliament, down from a high
of 47 per cent reached in the 2006 election.
Roughly half of the ministers in govern-
ment are also women. In 2012, nearly two-
thirds of managers in municipal, county
council and central government were
women, according to the Swedish Institute.

While representation in the corporate
community has not been as strong, 36 per
cent of women still head private and public
companies — up from 29 per cent in 2006. At
the board level, Sweden and Finland are tied
at 27 per cent, behind world leader Norway
at 36 per cent, according to the GMI Ratings'
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2013 Women on Boards report. In general,
Scandinavian countries dramatically out-
perform the global average of 11 per cent.

Sweden, it should be noted, ranked in
the top half of countries in 14 of the 15 cat-
egories measured. Its weakest score, 25th
place, was its gross capital formation ex-
pressed as a percentage of GDP.

As a metric, capital formation looks
beyond a country’s immediate consump-
tion and instead focuses on the portion
of productive activity that goes toward
making capital goods like schools, hospi-
tals, commercial buildings, transportation
structures, and plant equipment — basi-
cally all the fixed assets of a country. How
much those assets are being renewed as a
percentage of GDP is a good indicator of
sustainable economic growth. In Sweden
the rate is about 20 per cent.

While this performance isn’t good, it’s
not that bad either. It's not uncommon for
highly developed countries to be in the
same range. For example, Germany is at 18
per cent and the United States, 15. “This
can be explained by the fact that such econ-
omies already have a large fixed asset base;’
said CK Capital lead analyst Michael Yow.

One would expect this figure to be high-
er for developing economies. Indeed, in the
case of China, 48 per cent of its GDP goes
toward gross capital formation, the highest
rate of all countries surveyed.

Sweden isn't perfect. It struggles with
racial tensions, with new immigrants
claiming they are unjustly treated. Riots in
Stockholm this past spring are shocking to
see in a country that invented the modern
concept of the ombudsman.

Unemployment is also high, particular-
ly among youth and foreign-born workers.
Sweden’s rate of unemployed is 8 per cent,
compared to 3 per cent in Norway and an
average of 5.6 per cent for northern Euro-
pean countries. Meanwhile, literacy and
math skills among students have declined
relative to many of its OECD peers.

The country has its problems, but when it
comes to sustainability performance Sweden
offers a strong model from which to build. %
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By Tyler Hamilton

All That Glitters

Canadian mining company Infinito Gold thought its proposed gold
mine in northern Costa Rica had the green light. A country’s growing
commitment to nature got in the way.

IBERIA, Costa Rica — Howler monkeys

roar fiercely at stray dogs scouring for
morning scraps in a tree-lined alley, while an
assortment of tropical birds perform aerial
acrobatics in playful song. The rising sun
conducts this daybreak symphony, which
includes the occasional solo from a crowing
rooster or bug-hunting woodpecker.

There’s no need for an alarm clock in
Costa Rica. Nature does the job just fine,
and the rich biodiversity that fills this Cen-
tral American country with life is why eco-
tourism has become one of its largest and
fastest-growing industries.

But Costa Ricans got a wake-up call of
a different sort on October 13, 2008. That’s
when then-president Oscar Arias declared
by executive decree that an open-pit gold
development proposed by a Canadian min-
ing company — and opposed by a majority of
citizens — was “in the national interest.”

Arias also lifted a moratorium that his
predecessor, Abel Pacheco, put in place
in 2002 to protect, in effect, the country’s
booming ecotourism industry. In doing so,
Arias set in motion a battle of wills, at times
nasty, between citizens trying to remain true
to their country’s environmental values and
Calgary’s Infinito Gold, a foreign investor
determined to profit from what it called “one
of Central America’s premier gold projects”

Several years of street protests — some of
the largest in recent years — and court chal-
lenges have been met with defamation law-
suits and corporate posturing.

Opponents of open-pit mining have so
far come out on top. The moratorium was
reinstated, followed by a permanent ban,
and Infinito’s concessions were just this year
officially annulled. After years of intense dis-
pute, however, both sides appear worse off
than when they started. Meanwhile, Infinito
refuses to go away — at least not quietly and
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without significant compensation to cover
what it calculates as more than $1 billion in
opportunity costs.

“The saga has, to my knowledge, no prec-
edent in this country;” said Nicolas Boeglin, a
professor of international and environmen-
tal law at the University of Costa Rica. De-
scribing what unfolded as “sadly disappoint-
ing,” Boeglin, who is opposed to the Infinito
project, said the decision by Arias to lift the
ban should never have been made given how
important sustainable development has be-
come to the country’s economy.

Others say Infinito shares the blame
for not cutting its losses earlier. Its persis-
tence appeared to grow as the price of gold
climbed. It took the gamble and, having lost
the wager, has threatened to sue the country
it courted for 13 years to cover what turned
out to be a bad bet.

So how did this mess come to be?

Green vs. gold

Tour guide Mario Guzman stops his van
and points to a scorched field where sweat-
drenched workers in the open sun use ma-
chetes to chop down blackened sugarcane
stalks. Fields are set on fire to remove leaves,
chase away rats and poisonous snakes, and
heat up the stalks to draw out the sugar. It’s
hard labour, and few Costa Ricans will do it,
said Guzman, explaining that such workers
tend to be poor Nicaraguan migrants.

Certainly poverty is still a problem in
Costa Rica. Job creation is a high priority,
but the country has options. Having estab-
lished more sustainable paths to creating
wealth over the past three decades, Costa
Rica today can better afford to be picky — to
not pit its economy against its environment.

Costa Rica is by many measures the
world’s top ecotourism destination. A grow-
ing number of foreigners are lured to its
majestic volcanoes, national parks, cloud
forests and world-class beaches. Since the
mid-1980s, tourist visits to this stable de-
mocracy have jumped roughly nine-fold to
2.34 million in 2012. Tourism now repre-
sents about 7 per cent of Costa Rica’s GDP,
with a vast majority of those dollars coming
from job-creating ecotourism activities.

It took effort and long-term vision. A
hundred years ago about 85 per cent of Costa
Rica was covered by forest, but clearing for
agriculture and cattle ranching reduced that
cover to just 29 per cent by 1989, according
to the World Resources Institute. In 1996,
the country changed course. In a pioneering
move, it began paying landowners to pro-
tect and regrow forests — an approach called
“payment for ecosystem services.” The result
is that forest cover today has surpassed 50
per cent, better supporting the biodiversity
that has become crucial to tourism growth.

Consider, also, that nearly 95 per cent
of electricity produced in Costa Rica comes
from renewable sources, and a quarter of its
land is protected by law. Little wonder the
country ranked fifth out of 132 countries
on Yale University’s 2012 Environmental
Performance Index, putting it in the same
league as Norway and Switzerland.

“Costa Rica has been extremely suc-
cessful with ecotourism, said Jose Maria
Figueres, who was president between 1994
and 1998. While supportive of “respon-
sible” mining during his presidency, he is
also widely credited for putting in place the
policies that would encourage sustainable
economic development in the country. “The
whole thrust was to make Costa Rica an ex-
ample — proof that sustainable development
was in fact possible, but also profitable,
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""A WOODEN BED
IS BETTER THAN
A GOLDEN COFFIN."

— Russian proverb
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BOTTOM RIGHT

Figueres told Corporate Knights.

It is against this dreamy, nature-embrac-
ing backdrop that Infinito’s Crucitas gold-
mine development was destined to emerge
as controversial. Located in northern Costa
Rica near the heavily forested border with
Nicaragua, the proposed open-pit project
encroaches on a large area that two endan-
gered species call home — the mountain al-
mond tree and the Great Green Macaw.

Generally speaking, open-pit gold min-
ing is a notoriously dirty practice involving
the clearing of forests, routine blasting of
solid rock and use of a cyanide solution to
separate small amounts of gold dispersed in
tonnes of crushed ore. The cyanide chemi-
cally bonds with the gold as it seeps through
large heaps of ore. The gold is then removed
from the solution through a separate chemi-
cal process, leaving behind an artificial pond
of cyanide that is typically reused. A main
worry is that leaks and dust from operations
will poison nearby rivers and lakes.

Such gold projects have a relatively
small footprint compared to a cattle ranch
or plantation, but it’s a heavy, toxic footprint
that can leave behind deep scars. “It’s pretty
much the most dangerous form of mining
environmentally,” said Jamie Kneen at Min-
ingWatch Canada, an advocate for respon-
sible and sustainable mineral development.

That didn’t stop Infinito from promising
its project would be, in its words, “environ-
mentally benign”” Like many mining compa-

nies entering a new frontier, Infinito said it
would do things differently. The company’s
local operating subsidiary, Industrias Infini-
to, assured authorities and the Costa Rican
public that pollution would be minimized
and Las Crucitas would be fully restored
once the gold was removed.

“I think they were honest in trying to
do things differently, said Carlos Manuel
Rodriguez, Costa Rica’s former minister
of environment and energy. The company
committed to building roads and housing,
establishing training programs, opening a
new school, and creating hundreds of jobs
for an impoverished region of the coun-
try, winning it some localized support. But
Rodriguez wasn't convinced Infinito knew
what it meant to be environmentally sus-
tainable in a sensitive tropical region. For
example, the company needed to chop down
old-growth forest on hundreds of hectares
of property before it even began mining.

“They said, don't worry, we will plant
a lot of trees, and that just showed us how
ignorant they were,” he said. “A tree planta-
tion can’t replace an old-growth forest that is
home to hundreds of species. These compa-
nies, even though they may have the best of
intentions, they don’t have the know-how”

Yet Infinito persisted. It also had a major
shareholder willing to be patient. Ron Man-
nix, the media-shy multibillionaire from
Alberta, owned a controlling stake in In-
finito through his company Coril Holdings.

Known for his local philanthropy, Mannix,
65, got his start in the construction and
coal industry before taking over the family
business with his brother, Fred. With one of
Canada’s richest and most respected busi-
nessman behind the venture, Infinito gained
instant credibility with the investment com-
munity.

Corporate Knights made several at-
tempts to interview Mannix for this article,
but e-mail and phone requests went unac-
knowledged up to the time of publishing.
Likewise, requests were made to speak with
Infinito chief executive John Morgan and
Yokebec Soto, Industrias Infinito’s spokes-
person in Costa Rica. Morgan did not reply.
After several follow-up requests, Soto sup-
plied a 530-page document in Spanish out-
lining the history of the Las Crucitas project.
Beyond that, “we are not able to talk about
any detail of the situation,” said Soto, citing
the company’s attempt to resolve the dispute
through international tribunal.

That document — along with corporate
press releases, securities filings, and local
media reports — paint a picture of a company
getting mixed political signals. At the same
time, it appears Infinito also misread (or ig-
nored) a growing public desire to prevent Las
Crucitas from going ahead. Yet Infinito per-
sisted. It tried to work its way through a sys-
tem clearly in transition, only to get pushback
from citizens, the courts and bureaucratic
agencies every step of the way.
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Open pitfalls

The Crucitas project dates back to 1992,
when Vancouver-based gold miner Placer
Dome (since merged with Barrick Gold) ob-
tained an exploration permit and began ana-
lyzing and mapping the region. Infinito Gold
(then named Vannessa Ventures) purchased
the project in 2000 and within 18 months
had secured an exploitation permit from the
Costa Rican government. All it needed was
approval of its environmental impact assess-
ment and it could get started on its big dig.

Price of gold: $300 an ounce.

What confidence the company might
have had going into 2002, however, was de-
flated on April 7 when Pacheco was elected
as Costa Rica’s new president. His Social
Christian Unity Party was serious about sus-
tainable development and, soon after taking
charge, the new government announced a
moratorium on open-pit mining.

Rodriguez, who served as Pacheco’s en-
vironment and energy minister, said open-
pit projects brought high social and envi-
ronmental costs but offered relatively little
benefit, especially in a country known for
ecotourism. Costa Rica, he said, only collect-
ed a tiny 2 per cent royalty on the extracted
resource and it lacked the scientific capacity
to monitor environmental compliance and
verify that a company was meeting contrac-
tual obligations. Most often, ministry bu-
reaucrats had to blindly trust and rely on the
information the miners provided.

“We had just six scientists covering hun-
dreds of concessions,” Rodriguez said.

If the government were ever to lift its
moratorium, he said, the royalty would have
to increase 15-fold to 30 per cent, where it
stands in many developed countries. This
would bring in enough revenues to hire
more scientists, build up expertise and
strengthen enforcement efforts.

At first Infinito believed its Crucitas
project would be grandfathered because it
had obtained its exploitation permit weeks
prior to the moratorium taking effect. What
it didn’t count on was two citizens stepping
forward to question the validity of its permit
through the courts.

The citizens argued, and the constitu-
tional court agreed, that the concession was
granted before approval of an environmental
impact assessment. In other words, through
no fault of the company, the issuance of
Infinito’s permit was not legal. The company
appealed the 2004 finding, but the constitu-
tional court upheld its decision in 2006.

The price of gold was now above $400 an

ounce. Rather than try to recover its costs and
walk away, Infinito stayed with it, choosing,
according to a company press release, to inter-
pret the constitutional court’s decision as only
a “partial annulment” that could be rectified.

"THEY SAID,
DON'T WORRY,
WE WILL
PLANT A LOT
OF TREES ...

Glenn Ives, chair of consulting firm De-
loitte Canada and head of its North and South
American mining practice, said large, multi-
national mining companies can more easily
afford to walk away from a specific project
that is one among dozens. Small firms like
Infinito face different pressures. In the case of
Infinito, its assets in Costa Rica represented
at least a third of its business prospects.

“I'have alot of empathy,” said Ives, adding
that it’s always a tough call for a small min-
ing company in such situations. Ultimately,
he said, “a company has to do what it thinks
is appropriate for its shareholders”

And those shareholders were buoyed by
the change of government that came in 2006,
when the National Liberation Party’s Arias
replaced Pacheco as president. With the ar-
rival of Arias, who had also been president
during the late 1980s, came a much more
conservative, trade-friendly administration.

Indeed, in 2008 the Arias administration
lifted the moratorium on open-pit mining
and in a surprise move the president him-
self issued a decree calling Las Crucitas “in
the national interest” With presidential ap-
proval, Infinito wasted little time. Almost
immediately, it began clearing trees at the

site in preparation for the mine. With the
price of gold now about $700 an ounce, the
company’s patience appeared to be paying
off and it was eager to get started.

“With any luck, we'll have gold bars by
December 2009,” said Infinito’s Morgan in a
story published by Canada’s Troy Media on
October 30, 2008, just two weeks after the
Arias decree. But Morgan spoke too soon.
Shortly after he was interviewed for the ar-
ticle, Infinito was served with a court order
requiring it to immediately cease its activi-
ties on the site. This was the result of yet an-
other citizen challenge that would see the
project thrown into four more years of legal
limbo as two branches of the Costa Rican
court system — constitutional and adminis-
trative — waded through the heated case, at
one point disagreeing with each other.

The Arias decree had struck a deep pub-
lic nerve. “You can’t imagine the public opin-
ion outrage that followed, recalled Rodri-
guez, who said the drama included hunger
strikes by project opponents and a rise in the
size and number of protests. “From that day
forward it became hell for the government”

It was also a personal hell for Arias, who
received so much pushback from citizens that
he reinstated the moratorium in April 2010, a
month before leaving office. Later that year,
an administrative appeals court annulled
Arias’ presidential decree because of what it
considered “irregularities” At the same time,
Costa Rica’s public ministry followed the
court’s recommendation that it launch crimi-
nal investigations into the actions of Arias
and several officials from his administration.

One area of focus has been the timing
of an alleged $200,000 transaction to Arias’
Peace Foundation just days before the presi-
dent issued his “national interest” decree.
The newspaper La Nacion reported that the
donation came from Infinito’s Mannix, but
nothing has been proven in court. As part
of their investigation, Costa Rican authori-
ties are analyzing information it requested
from the Canadian government. There’s no
evidence to suggest Mannix or Infinito made
an improper payment, and no charges have
been laid against Arias.

Canada’s foreign affairs department has
been keeping silent on the case. “I'm afraid
there’s not too much we can say on the mat-
ter; said department spokeswoman Caitlin
Workman. “We can’t comment on state-to-
state diplomatic communications.

By 2010 the whole issue was so politi-
cally toxic that all candidates running for
president that year vowed to keep the open-
pit mining moratorium. In fact, it has since
become a permanent fixture of law through
a unanimous vote by Costa Rica’s congress.
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A "bully"
Awakens

Infinito grew increasingly frustrated. By
September 2011 gold had reached a record
$1,924 (U.S.) an ounce, meaning the 1.2 mil-
lion ounces of gold the company had hoped
to start recovering in 2009 would have a
market value of $2.3 billion — more than six
times what it was 10 years earlier when it
first began pursuing Las Crucitas.

The company’s tactics became notice-
ably more aggressive. Infinito began hitting
its critics — academic and political — with
lawsuits alleging it was a victim of criminal
defamation. Boeglin, among at least a half
dozen who were sued, was slapped with a $1
million suit based on critical comments he
made in a university-directed documentary
about Las Crucitas called Fool's Gold. Boeg-
lin was acquitted in a decision that was reaf-
firmed on appeal earlier this year.

Boeglin's colleague, biology professor
Jorge Lobo, was similarly sued and acquitted.
But Infinito went further with Lobo, pressur-
ing the university to prevent the professor
from teaching a seminar that included a his-
tory of the Crucitas controversy. So disturbed
by Infinito’s attempt to censor Lobo — and
chill the academic community in Costa Rica
— the Canadian Association of University
Teachers, in a gesture of solidarity, urged In-
finito to withdraw its lawsuit and stop med-
dling with university affairs in the country.

“This interference with academic activi-
ties is wholly inappropriate and significantly

threatens academic freedom,” the association
wrote in a strongly worded letter to Infinito’s
Morgan and copied to John Baird, Canada’s
minister of foreign affairs. “We are appalled
to see such acts of intimidation against aca-
demics carried out by a Canadian company
and concerned about the message it sends
internationally regarding Canadians’ com-
mitment to academic freedom, intellectual
inquiry, free expression, and critical debate”

Lawyers’ Rights Watch Canada also ex-
pressed outrage, as did eight other non-gov-
ernmental organizations in Canada, includ-
ing the Council of Canadians and Sierra Club
Canada. In a jointly written letter to Morgan
in April, they also took issue with attempts
by Infinito’s lawyers to have a judge removed
from Costa Rica’s Constitutional Chamber of
the Supreme Court because of his unfavour-
able view of the company’s case. The compa-
ny’s behaviour, they argued, was an attempt
to “override the will of a small, eco-friendly
nation” and would “further sully Canada’s
reputation in that country." Morgan did not
reply to their letter, nor did any representative
of Infinito, according to the groups.

Heading into 2013, Infinito continued
to insist that after playing by the rules it had
been caught in a “legal vacuum.” But any un-
certainty around the legality of its Crucitas
concession was put to rest in June, when the
Constitutional Chamber of the Supreme
Court unanimously rejected its appeal.

From the company’s perspective, Costa
Rica was breaching its bilateral investment
treaty with Canada. Its reaction to the court’s
decision was to swiftly issue an ultimatum to
the country: resolve the dispute in six months
or be sued for more than $1 billion ($97 mil-

lion invested to date plus “lost opportunity”)
through the International Centre for Settle-
ment of Investment Disputes, an arbitration
tribunal funded by the World Bank and es-
tablished to protect the rights of foreign in-
vestors. It would be the largest lawsuit ever
launched against Costa Rica, equivalent to
more than 2 per cent of its GDP.

Industrias Infinito’s Soto slammed the
country in the local press, calling it a “threat
to foreign investment” and one of the worst
places in Latin America to invest. (In fact,
the World Bank’s “Doing Business 2013” re-
port places Costa Rica in the middle of the
pack and calls it one of the world’s 10 most
improved countries.) Soto also said the fi-
nal Supreme Court ruling only “marks the
beginning” of the company’s legal efforts.
She added that Infinito would not leave the
country until it was fully compensated.

Kneen at MiningWatch, who calls Infini-
to a “bully;” said the company’s persistence is
baffling. “They’ve been told so many times to
go away through various court rulings, you'd
think the message would get through”

When the dispute is eventually resolved,
it is likely Costa Rica will have to pay some
sort of penalty. “When you play by the rules,
receive permits and invest, only to have a
government change its mind — irrespective
of why — there’s a cost to that, and that cost
is determined in court,” said Ives at Deloitte.
Rodriguez didnt disagree. “The company
has a fair right to ask for due compensation,’
he conceded, at the same time calling “un-
fair” the demand for more than $1 billion.

Ives said such cases are becoming more
common — in both developing and developed
countries — and this is creating major chal-
lenges for the mining industry. Both sides can
get emotional, and when companies resort to
what are seen as aggressive tactics it doesn’t
help their cause. “Fundamentally, you cannot
build a mine in a place you are not welcome
in. You just can't do it. And if you try, the
problems will just get bigger and bigger;” said
Ives. “But if we want to live the lifestyle we're
accustomed to, we need mines. So how do we
do them in the most environmentally friendly
way possible? There are no easy choices”

However it turns out, former president
Figueres expressed pride in his country’s
decision to draw a line, even if there will be
short-term costs in doing so. “I am certain
that a great majority of Costa Ricans would
feel not only very happy, but would also feel
this was the right thing to do,” he said.

“The country is holding true to its values.
Investments such as open-pit mining are not
necessarily the type of investing that gener-
ates in the medium and long term the best
results and returns for Costa Rica”
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