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Environmental Due Diligence - 
A promising tool to manage 
supply chain risks
AbstractAbstract: 
This brieĮng document examines the case for using environmental due dili-
gence as an eīecve tool for risk assessment, along the enre mineral sup-
ply chain. It outlines the beneĮts of using a due diligence approach; the suc-
cess of assessing human rights abuse risks through due diligence and the lessons 
learned that can be used to implement eīecve environmental risk assessments.
This brieĮng document complements the panel discussion on ‘Expan-
ding due diligence to the environment – How to move towards holis-
c impact’ which was held during the RE-SOURCING virtual conference 
‘On the Road to Responsible Sourcing’ on the 9th of November 2021.
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1. Due Diligence and Environmental Risk Assess-
ments 

Expanding the scope of environmental risk assessment across the mi-
neral supply chain
In the past years, companies working on reducing their environmental impacts, 
focused their eīorts on their immediate operaons. This included addressing 
impacts of on-site acvies such as GHG emissions from manufacturing plants and 
oĸces and the proper disposal and treatment of waste streams. This approach 
did not fully consider the environmental impacts upstream of the supply chain 
and the large detrimental eīect that could be potenally occurring there. 

These environmental impacts are oŌen diīused across mulple upstream suppliers, 
frequently located in regions with less stringent or enforced environmental laws, 
resulng in environmental damages at several locaons. Certain guidelines have 
been developed, that address the issues related to supply chain/upstream impacts 
(OECD, 2018), but the major focus of these risk assessments has been on human 
rights related issues. Recently companies are being increasingly asked to expand 
their environmental risk assessment to all actors along their supply chain, with a 
speciĮc focus on primary extracve acvies within these chains (OECD, 2021).  

Overview of environmental risks in mineral supply chains
The environmental risks associated with extracve acvies are manifold if not 
managed properly. A major issue of mining projects, especially when located in pris-
ne environments, is the loss of local biodiversity. Mining acvies are inherently 
very land-use intensive and need addional supporng infrastructure. Therefore, 
clearing and preparing an area for a mine site has a high impact on local biodiver-
sity through the destrucon of habitat and polluon, especially in species-rich and/
or fragile ecosystems. In addion, mining can be very water intensive and compet-
ing water uses need to be properly managed. SpeciĮcally in arid regions, this can 
lead to conŇicts with local communies and put addional strain on ecosystems. 

Another water related issue is the treatment and discharge of wastewater, which oŌen 
contains toxic components. If there are no adequate systems in place to store or treat 
wastewater there is a high risk of pollung the environment, not only local but also 
downstream of rivers, resulng in potenal damages to the environment in places far 
away from the mine. 

Finally, a further major environmental risk emanates from mining waste. A plan to 
adequately store or dispose of this waste, even aŌer the mine closure, is essenal to 
reducing the environmental impacts of extracve acvies (IGF, 2021; Germanwatch, 
2020).  These environmental risks and their linkages to individual raw materials are 
discussed in-depth in the three RE-SOURCING state-of-play reports for the Renewable 
Energy, Mobility and Electronics sectors.
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Due Diligence as an approach to risk assesssment 
When it comes to risk assessment, an eĸcient due diligence exercise provides a com-
pany with an in-depth process to idenfy its risks. In broad terms, due diligence is an 
‘on-going, proacve and reacve process’ (OECD, 2016: p. 13) focusing on the iden-
Įcaon of risks along the supply chain, followed by the migaon of these risks and 
ulmately the remediaon of negave impacts already caused by mining acvies. 

This is done by analysing framework condions around the supplier’s acvi-
es, such as locaon of the mine and mined material. As well as by engaging 
with third party organisaons and suppliers to ensure they engage in risk reduc-
on acvies and are following certain responsible sourcing guidelines. More 
details on due diligence schemes and eīorts can be found in the RE-SOURC-
ING State-of-Play Report on the Internaonal Responsible Sourcing Agenda.

The main internaonal framework benchmark on due diligence is the OECD Due 
Diligence Guidance for Responsible Supply Chains of Minerals from ConŇict Aīect-
ed and High-Risk Areas. This framework is comprised of Įve steps for the imple-
mentaon of eīecve risk-based due diligence. Figure 1 illustrates the individu-
al steps for the implementaon and the related acons to be taken by companies.

Figure 1: 5 steps of the OECD Due Diligence Guidance for Responsible Supply Chains of 
Minerals1

1 Graphic created by the author, based on hps://www.oecd.org/corporate/mne/
mining.htm 
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2. The eīecveness of due diligence in addressing 
human rights issues

How has due diligence worked in reducing human rights related issues? 
Due Diligence was context speciĮc in its emergence, as it was respond-
ing to the plethora of risks associated with sourcing minerals from the Afri-
can Great Lakes region. This region spans across countries with weak instu-
ons, such as the DRC, Uganda, Burundi and Rwanda, that did not have or could 
not enforce legislaons on labour standards, and suīered from bad governance. 

This resulted in mineral sourcing, especially of 3TGs  and Cobalt, to be linked to 
a variety of human rights abuse and other negave social impacts. The main is-
sues related to inhumane working condions, forced and child labour, sexu-
al violence, armed groups illegally controlling and beneĮng from mine sites or 
transportaon routes, extoron by armed groups, bribery and fraudulent misrep-
resentaon of the origin of minerals and money laundering (OECD, 2016: Annex II).

An increased uptake of due diligence measures, movated by a variety of factors, 
helped to tackle these issues. These factors include an increased awareness of the pub-
lic on human rights in mineral sourcing, emphasised through campaigns by Civil Society 
Organisaons (CSOs), news arcles and others, such as the movie ‘Blood Diamond’. 
The emergence of Įrst guidance documents supported companies in their uptake of 
due diligence and addressing issues in their supply chains, which was further encour-
aged by growing policy and investor pressure to conduct risk assessment (OECD, 2021).

These eīorts were further complemented by the emergence of cerĮcaon schemes 
such as the Iniave for Responsible Mining Assurance (IRMA). While the aforemen-
oned problems have not been fully resolved, they have been signiĮcantly reduced 
by companies engaging with upstream actors, contractually demanding transparency 
around the sourcing operaons and reporng, proof of compliance with certain re-
sponsible sourcing standards as well as on-site controls by third party auditors and 
grievance mechanisms to report infringements of these requirements (GRI, 2010).

Why was Due Diligence eīecve in reducing human rights issues 
along mineral supply chains? 
The uptake, implementaon and success of due diligence measures for reducing hu-
man rights abuses along mineral supply chains has been enabled by eīorts from a 
multude of actors with diīerent backgrounds. CSOs, globally and on the ground, have 
played a major role in highlighng and addressing the various issues occurring in min-
eral supply chains and brought them to the aenon of companies, policy makers and 
the public alike, while fostering dialogue and engagement between downstream and 
upstream actors. 

Companies have implemented due diligence pracces in response to compliance 
requirements with legislaon such as the EU ConŇict Mineral Regulaon or secon 
1502 of the Dodd-Frank Act; through investor pressure such as Įnancial lenders re-
quiring risk assessments to be undertaken before providing loans/equity (OECD, 
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2021); and Įnally due to reputaonal reasons from consumers which have become 
more conscious in their purchasing behaviour (Deloie). This process has been facili-
tated by the emergence of a multude of guidelines, standards, tools and other sup-
porng materials which companies can use as guidance for implemenng thorough 
due diligence (Farooki, 2020). In addion, the emergence of a wide array of cerĮ-
caon schemes has facilitated the idenĮcaon of compliant suppliers and generally 
made the implementaon of due diligence measures more accessible to companies. 

3. How can this process be transferred to assess en-
vironmental risks?

The way that human rights due diligence has been implemented holds many 
lessons that are transferable to environmental due diligence eīorts. For sev-
eral years, CSOs have been opposing the environmental issues caused by min-
ing acvies as well as working with local communies, such as the  report on the 
planned Llurimagua Copper Mine in Ecuador by the CSO Germanwatch. The ex-
ternal policy, investor and public pressure on companies has expanded to in-
clude environmental issues in their risk assessment and migaon acvies. 

In addion, naonal and internaonal regulaons on supply chain due diligence are 
increasingly including environmental requirements such as the EU Direcve on Manda-
tory Human Rights, Environmental and Good Governance Due Diligence, or the French 
Loi de Vigilance (Duty of vigilance law). Many of the exisng cerĮcaon schemes for 
mine sites have incorporated environmental performance into their assessments, pav-
ing the way for downstream companies to readily idenfy suppliers in accordance with 
environmental sustainability requirements. Diīerent tools have been adapted or creat-
ed to support companies in their environmental due diligence eīorts such as the soon 
to be published OECD Praccal Tool on Environmental Due Diligence in Mineral Supply 
Chains.

How can environmental  risk due diligence work? 
As has been outlined in this document, there are several steps that companies can take 
to implement environmental due diligence along their supply chain.

1. A Įrst step would be to consult resources, such as guidance documents, guidelines or 
toolkits on environmental due diligence and conduct an inial risk assessment of their 
suppliers. Examples of such resources include the publicaon on ‘Advancing Reporng 
on Responsible Mineral Sourcing’ by the Global Reporng Iniave (GRI) and Respon-
sible Mineral Iniave (RMI), the soon to be published ‘OECD Tool on Environmental 
Due Diligence in Mineral Supply Chains’, or the ‘Metals Environmental Risk Assessment 
Guidance – MERAG’ by the Internaonal Council on Mining and Metals (ICMM).

2. Furthermore, engaging with cerĮcaon schemes, such as the ones provided by the 
Iniave for Responsible Mining Assurance (IRMA) or the Responsible Minerals Inia-
ve, can help to idenfy addional upstream actors engaging in responsible sourcing 
pracces to procure minerals from.

3. In addion, companies can collaborate with CSOs and cerĮcaon schemes to start a 
dialogue with suppliers and get on-the-ground insights on sourcing pracces.
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https://www.europarl.europa.eu/doceo/document/TA-9-2021-0073_EN.pdf
https://www.europarl.europa.eu/doceo/document/TA-9-2021-0073_EN.pdf
https://www.germanwatch.org/sites/default/files/Fallstudie_Ecuador_EN_final.pdf
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4. By looking beyond the required naonal and internaonal legal frameworks, and 
into the diīerent aforemenoned cerĮcaon and sustainability schemes, the neces-
sary level of compliance for internaonally recognised sustainability pracces can be 
established.

5. Being able to demonstrate, via a report, proper due diligence eīorts and risk man-
agement systems will also help to sasfy investor and consumer expectaons in rela-
on to adequate risk assessment and migaon. Guidance on reporng pracces can 
be found in the GRI revised Universal Standards 2021, the GRI Sustainability Reporng 
Guidelines & Mining and Metals Sector Supplement, as well as the ISO 19011:2018
publicaon, and the OECD Due Diligence Guidance.  

Engaging in these acons will provide companies with the ability to idenfy environ-
mental risks at every level of their supply chain and take necessary acons to migate, 
or where applicable remediate, negave environmental impacts.
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