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1. What are ‘conflict resources’?

+ Natural resources used to finance
pelligerents in armed! conflict (moere
specifically: armed rebel mevements)

+ Clearest example: conflict diamends
(Sierra Leone, Angola, DRC...)

o Other examples: gold, coltan, timber,
COCOA..,

s Highlighted i UNFpanel reperts (IDRC;
Cibene; Coter diiveire) andiINGCO
INVESTIgatiens




Conflict resources: impact on
Investment

& Perpetuate conflict (thus making
legitimate investment impossible or
hazardous)

¢ May undermine entire commodity sectors
(example: diamonds)

¢ Jeopardize development benefits ol EDI

¢ Risks fior companiesi andlindividuals
invelved

BUit:

¢ No correlation: between EDI and conflict as
such

2. Tackling conflict resources: the
example of the KPCS

Origins: 1990s ‘diamond wars’ in Angola and
Sierra Leone — UNI panel and NGO reports
Insufificiency off UN sanctions

== creation ofi Kimberley Process as informal
ferum in May: 2000

Formalized in' Noevember 2002: KP' Certification
Scheme asi intergevernmentali instrument

UNEBacked (UNGA and UINSE Resplutiens) — but
not part off UN system
Progressivelysstrenathenedl by additienal
PreVvisions R Meniterng, conpliance/admission)
Stalistics




The KPCS — how does It work?

Official certification of all rough diamond shipments

Trade with noen-RParticipants or without KPC illegal

Need for Internal controls to guarantee legitimate origin
Compulsery statistical repoerting (and compulseny
confirmation offall shipmenits)

Implemented by binding leaislation in: all Participants
System of monitering (Reer review) and mechanism for
complianceriSSUes

Near-universal participation: by, diamoend! producing, trading
andl pelishing ceuntries) (47 RParticipants; includingr25 EU VS
Via EC)

Light" buit effiective and Inclusiver epvernance: structure
(Rlenarys rotatngel Chairs Werking Ereups)

The KPCS: impact

Achievements:

+» Coverage of production/irade: has reduced proportion of trade
that is subject tol UNI embargoes to 0.2% of production; no
significant preducers; outside the system

Huge increase in proportion| of trade through legitimate channels
(e.q. ini DRC, Sierra Leone)

Has acted as catalyst for strenger focus on internal controls
Enforcement (€.g. as measured by seizures)

Tiransparency: / Increased revenuEes o) producer gevermments
Impreved investmenit environmenit

Challenges:

¢ \Weakness ot intermall conitrels (traceability) inrsemer Partcipants —
particuladysasiregards artisanaliminimng

¢ Linked o this: smuggling = €:9. Cote! diiveire conflict diamoends

(but= IKRESHhasior the st time: clearly/ distinguishedilegitimate
firemnillegal trade)




3. The KPCS: a model for other
commodities?

¢ Useful lessons:
— Using a trade instrument for conflict prevention

— Moving beyond company-specific labelling| to) certification
ofi an| entire commaodity sector

— Implementation by, binding natienall legislation

— Using multilaterall discipline terleverage better internal
controels

— Cooeperation between gevernments, Industry, and NCOs

¢ Limitations:
— Physical specificities off dizmoends; compact nature: ofi
Sector and treide
— Politicall mementum (2ndfconsumer pressure) on: conflict
diamendss noet replicated int otherr SECLONS
— KPronly tackies coniilict — ether teplsimpre: appropriate
ior secial/envirenmental ISSUes

Conclusions / prospects

» KP' experience could be used in other
sectors — but with; caution

o Bilateral® varianits pessible: e.g.
timber (EU/ELEGT)

¢ Regional appreaches: Great Lakes?

o Needifor Inclusiver appreach
(Industry/civil seciety)

¥ Useluliness) oif a fierum e)r exchange
O BEST PraCLiCE?






