Mining Local Procurement
Reporting Mechanism

1

WHAT IS THE LOCAL PROCUREMENT REPORTING MECHANISM (LPRM)?
In the countries that host mining, local procurement offers
significant opportunities for industrialization and economic
development. Purchasing goods and services in host countries
and communities also helps mining companies strengthen their
social licence to operate, and in the long run lowers
procurement costs. However, despite increasing attention to
local procurement as a component of responsible mining,
industry approaches remain underdeveloped. To determine the
potential for increasing local procurement, it is necessary to have
data and practical information available for a mining site and its
stakeholders to use in collaboration. While local procurement is
included in the Global Reporting Initiative (GRI), as well as
various sustainability systems in use by mining companies,
approaches and the level of detail being provided by companies
drastically differ across industry. Importantly, few mining
companies report at the level of each individual mine site. The
level of detail being provided by most existing reporting is
generally not yet at the level required to help mining companies
better manage their impacts, nor to provide sufficient
information for host country suppliers, governments, and other
stakeholders to optimize economic benefits.

The Mining Local Procurement Reporting Mechanism (LPRM)
is a set of disclosures on local procurement by the mining
industry that seeks to address the gaps in current reporting
frameworks and sustainability systems, and to help standardize
the way the sector and host countries talk about the issue. Its
use facilitates comprehensive reporting on local procurement
spending at a site level, as well as increased detail on mining
company procurement processes and due diligence practices.

Developed by

Supported by

• Who reports? Mining companies
• Data type? Quantitative and qualitative mine-site level local
procurement data
• Report to who? Mining company stakeholders (case-specific
and decided through consultation)
• Report where? Not strictly prescribed and can take various
forms including dissemination through company-wide annual
reporting online, a separate LPRM document accessed
online and / or emailed to stakeholders, mine site-specific
websites, or physical copies of reporting to communities,
governments and other relevant stakeholders. To be in
accordance with the LPRM, data must be accessible publicly.
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Local Procurement Reporting Mechanism
LPRM does:

LPRM does not:

 Increase local procurement disclosures, particularly at mine

 Create a standardized definition of ‘local’: The definition of

site level: In the simplest form, the reporting framework

‘local’ is context specific and thus will vary based on the

presents a number of disclosures related to local

relevant stakeholders for each mine site – this is why site-

procurement by mining companies at a site level to increase

level reporting is a key pillar of the LPRM. Best practice

company reporting on the issue.

indicates that any definition of ‘local’ should address level
of local participation, level of value addition, and

 Encourage integration of the disclosures into existing

geographic location.1

reporting structures: The information can be disclosed in a
variety of ways but most importantly must be accessible to

 Create a standardized reporting format: The LPRM does

and usable by a company’s stakeholders in host countries

not require companies to produce their information in a

(example structures include: annual sustainability reports,

specific template nor does it provide or require a specific

submissions to host country governments, presentation at

software to collect and report on the disclosures.

in-country forums and / or GRI reports).

 Create a separate and independent reporting structure:

 Include supporting guidance: Along with the disclosures, the

The LPRM does not seek to develop a separate entity similar

LPRM will be complemented by guidance and resources to

to the Extractive Industries Transparency Initiative to which

support companies to report on the disclosures.

companies will report. However, existing organisations that,
for example, validate company reporting or rank company
performance may decide (and are encouraged) to additionally
include LPRM disclosures in their assessments or standards.

WHY THE LOCAL PROCUREMENT REPORTING MECHANISM?
INCREASING COMPANY PERFORMANCE ON LOCAL PROCUREMENT
In the mining industry there is a relative lack of reporting on local procurement despite the fact that in most cases, mine sites spend
more money on the procurement of goods and services than payments to governments, salaries and wages, and community
investment combined.2 This lack of reporting means that for what is typically the single largest potential economic impact during
mineral extraction, opportunities are lost both within mining companies and among host country suppliers and stakeholders who
work to maximize this potential benefit of mineral extraction. Without full information, actors at and around the mining operation
struggle to make the most effective decisions to maximize local economic benefits.
REPORTING IS A CRUCIAL WAY TO INCREASE LOCAL PROCUREMENT PERFORMANCE
There are many reasons that companies have for reporting on sustainability measures. Internally, benefits of reporting include better
management since measurement improves accountability and attention to key issues, improving internal evaluation and goal-setting,
raising internal attentiveness of corporate responsibility and fostering a culture of transparency.3 External benefits of reporting
include reducing requests for information from outside actors, increasing trust of external stakeholders and serving as a starting point
for dialogue.4 In addition, by providing increased information on procurement processes and results, companies help to bring in
partners and resources for programming to increase local spending, such as supplier development programmes funded through
official development assistance (ODA).
1
See guidance on the risks and opportunities of different definitions of ‘local’: (1) A practical guide to increasing mining local procurement in West Africa by World Bank and Kaiser Economic Development Partners (2015) and (2) An approach to
defining, measuring and monitoring local procurement by the mining industry by Kaiser Economic Development Partners (2013)
2
During 2012 and 2013 the member companies of the Wold Gold Council spent 63% and 71% of all in-country payments on procurement respectively, see Responsible gold mining and value distribution: 2013 Report and Responsible gold
mining and value distribution, 2013 data: A global assessment of the economic value created and distributed by members of the World Gold Council
3
Lloyd, J. (2010, July 1). The True Benefits of Reporting. Centre for Social Value Creation. Retrieved from http://blogs.rhsmith.umd.edu/creatingvalue/uncategorized/the-true-benefits-of-reporting/
4
Ibid
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Local Procurement Reporting Mechanism
For the mining industry, increased local procurement reporting can support different actors in different ways:

Mining companies

Government

Other actors

 Internally, reporting can lead to better
management of local procurement
including improving accountability,
evaluation, and goal-setting to achieve
ongoing and increasing local procurement.

 Reporting supports governments to work
with industry to set realistic objectives and
targets for local procurement, as they will
have an increased understanding of where
the opportunities, gaps, and challenges
exist.

 Reporting is useful for other institutions,
such as chambers of commerce, mining
associations, and community groups, to
inform coordination and collaboration
between all actors working to increase
local purchasing of goods and services.

 Externally, reporting contributes to
dialogue with stakeholders, supports
increased coordination between industry
actors, helps draw in additional resources
and targeted support for suppliers, and
strengthens a company’s social license to
operate.

 Reporting supports governments to
coordinate and collaborate with other
industry actors working to increase local
purchasing of goods and services.

DEVELOPED THROUGH EXTENSIVE INDUSTRY CONSULTATION
Based on extensive consultation with the mining industry, host governments, suppliers, and other stakeholders, these disclosures represent local
procurement reporting in line with best practices. Beyond individual and group consultation with industry actors, a Global Steering Committee of
senior officials representing different stakeholder groups has been advising and guiding the development of the mechanism and consists of twelve
members including representation from mining companies, mining industry associations, external assurance providers, suppliers, government,
international government organizations, financial institutions, and civil society. The disclosures were also tested with mining sites and host
country stakeholders in Albania, Mongolia, and Mali to ensure their practicality and usefulness for improved management.

SUPPORT FOR EXISTING RESPONSIBLE MINING INITIATIVES AND GOVERNANCE FRAMEWORKS
The LPRM has been designed to provide support for a number of multi-stakeholder initiatives that aim to improve the economic and
social impacts of mining. The LPRM supports implementation of these efforts. It:
• Expands the GRI 204-1 (formerly EC9) reporting requirements to include all sites instead of only the significant locations of operation, encourages
companies to expand and broaden the categories for defining ‘local’ beyond the geographic definition, as emphasized in the GRI, and asks
companies to include not only percentages of the procurement budget on local suppliers, but also the spend and a breakdown into spend
families as well. Finally, the LPRM outlines that companies should include how they verify the proper classification of suppliers within each
category.
• Provides a reporting mechanism for the local procurement-focused components and recommendations of the recently adopted
OECD Framework on Public-Private Collaboration for In-Country Shared Value Creation from Extractive Projects.
• Supplements the International Council on Mines and Metals (ICMM) Sustainable Development Framework and its components on design of
supplier development programmes by providing a reporting mechanism to document progress and results of programming being undertaken
at each site.
• Provides a system of guiding disclosures to support the adoption of best practices in mining local procurement laid out in existing toolkits such
as Ana Maria Esteves et al’s Procuring from SMEs in Local Communities: A Good Practice Guide for the Australian Mining, Oil and Gas Sectors
(2010) and the International Finance Corporation’s A Guide to Getting Started in Local Procurement: For Companies Seeking the Benefits of
Linkages with Local SMEs (2011).
• Promotes increased transparency regarding procurement processes in a way that buttresses efforts such as the Extractive Industries
Transparency Initiative that focus on taxes and royalties.
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Local Procurement Reporting Mechanism
IMPLEMENTING THE LOCAL PROCUREMENT REPORTING MECHANISM
Sensitive to the “reporting burden” that many mining companies and their sites feel, the ability to include reporting on the LPRM’s disclosures as
part of existing systems is a key pillar of the implementation and uptake strategy for the initiative. The required disclosures of the LPRM will be
accompanied by guidance and examples to help mining sites provide the information necessary to improve management and empower suppliers
and host country stakeholders. In addition, guidance will be provided to demonstrate how the LPRM can be implemented by organizations such as
a Chamber of Mines for their member companies. There are many ways that the LPRM can be taken up and implemented, including by mining
companies, through governments, and through influencing organisations. As such, the objective is to distribute ownership of efforts to increase
local procurement through a wider variety of institutions, both to increase likelihood of success but also to draw in additional resources.

(1) Mining companies

(2) Government

(3) Influencing organisations

Mining companies of all sizes reporting in

Integration of the LPRM formally or informally

Alignment and integration of the LPRM into

their selected formats to the requirements of

into national and sub-national government

existing initiatives including internationally

the LPRM

regulatory frameworks

recognized standards (such as GRI, IFC, ISO) as
well as industry organisations (such as ICMM,
Mining Association of Canada's TSM)

DEVELOPMENT OF THE REPORTING MECHANISM
Since 2013 the Mining Shared Value (MSV) initiative of Engineers Without Borders Canada has measured how the world’s largest mining
companies report on local procurement. Through these reports, MSV was able to constructively influence many mining companies to strengthen
management of this issue, as well as to provide positive affirmation for companies providing leadership to the sector for it, including Anglo
American and Newmont. Based on the success of improving impacts of mineral extraction on host countries and communities through
increased reporting, in 2015 MSV partnered with the Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH to support the
creation of a standardized measurement and reporting framework for local procurement in the mining industry. Through GIZ’s Extractives and
Development sector programme, funded by the Federal Ministry for Economic Cooperation (BMZ), the German government works to improve
mining governance in developing countries, with a large focus on better economic linkages to host economies.
To ensure broad and inclusive engagement of the global mining industry and its stakeholders in the creation of this standard, MSV began an
extensive consultation process in February 2016 which is currently ongoing with an anticipated end date of April 2017. Consultations with mining
companies, host country suppliers, governments, civil society, and other institutions took place through phone and in-person interviews, as well as
in workshop sessions bringing many stakeholders together at once. To further elicit guidance, MSV created a Global Steering Committee of senior
officials representing different stakeholder groups. Finally, in order to assess the practicality and usefulness of the information requested, three
extended consultations were carried out in countries hosting mineral extraction. These extended country consultations in Albania (2016),
Mongolia (2016), and Mali (2017) engaged several mining companies in each country, their suppliers, host government institutions, civil society,
and other actors working on extractive industry issues.
This publication is supported by the Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) GmbH, Sector Project Extractives and
Development, on behalf of the German Federal Ministry for Economic Cooperation and Development (BMZ). The contents of this publication do not
represent the official position of either BMZ or GIZ.
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