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This toolkit companion is an illustrated over-
view of the trends and challenges in environ-
ment, mining and development of the Kyrgyz
Republic and Central Asia. It focuses on
environmental security in the mining sector
and highlights selected causes and ingredi-
ents of recent mining-related conflicts, the
lessons learned and the opportunities for
solutions. The information comes from inter-
views with key stakeholders during fieldwork
and desk studies, from official and scientific
sources and from media accounts.

The toolkit companion strives to maintain
complete and up-to-date information and
to take the neutral position in assessing the
local mining conflicts and identifying solu-
tions. It provides Kyrgyz and region-specific
material in support of the toolkit application.

Contents

This report was prepared by Zoi Environ-
ment Network (Geneva, SWITZERLAND),
the University of Eastern Finland (Joensuu,
FINLAND) and Gaia Group Oy (Helsinki,
FINLAND) with assistance and advice from:
Kyrgyz Mining Association, Osh Aarhus En-
vironmental Information Centre, Chatkal De-
velopment Foundation, Kyrgyz State Agency
on Environmental Protection and Forestry,
Kyrgyz State Agency on Geology and Miner-
als, Osh Technological University, Institute of
Geology under the Kyrgyz National Academy
of Sciences, the Tajik Committee on Environ-
mental Protection, the Tajik Committee on
Geology, Tajik Nature Protection Team, and
a number of mining companies and local ad-
ministrations in Kyrgyzstan.
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MINING, DEVELOPMENT AND
ENVIRONMENT IN CENTRAL ASIA:
TOOLKIT COMPANION WITH CASE STUDIES

The publication of the mining toolkit and its
companion documents coincides with the
Rio+20 United Nations Conference on Sus-
tainable Development, held in June 2012 in
Rio de Janeiro, Brazil. The Rio+20 Conference
calls for social inclusion and the reduction of
poverty, and acknowledges the special role
of the extractive sector in economic develop-
ment. Environmentally and socially respon-
sible mining contributes significantly to na-
tional budgets, and thereby helps governments
fund the programmes that fight poverty. On
the other hand, mining leads to CO. emissions
and creates the lion’s share of industrial and
toxic waste in Central Asia. In the spirit of Rio,
mining companies should commit to increas-
ing the efficiency of extraction, to minimizing
waste and maximizing recycling and to rais-
ing environmental standards. As a high-tech-
nology sector, the mining industry is also well
placed to promote technology transfer.

In makings its contribution to responsible
mining, the toolkit adopts the strategic per-
spective that the avoidance of mining conflicts
is in a country’s best interests. Where mining
conflicts have persisted, investors have main-
tained a cautious attitude. Protests have split
communities, led to internal conflicts, con-
tributed to instability and damaged the image
of regions and entire countries. Resentments
can run in any direction — some non-mining
communities may be jealous of the mining
opportunities elsewhere, while some mining
communities may be unhappy about how the
mining operations have affected them. The
avoidance and resolution of mining conflicts
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can have a positive effect on both national
stability and inter-community relations, and
the issue deserves wider interest on the part
of donors and others in a position to improve
the situation.

Mineral Resources of
Central Asia:
A Geologist’s Paradise

Of the three Central Asian countries reviewed
as a part of this project — the Republic of Ka-
zakhstan, the Kyrgyz Republic and the Repub-
lic of Tajikistan — Kazakhstan is the richest and
most industrially advanced, and enjoys a high
standard of living largely because of its abun-
dant mineral, oil and gas resources. The chang-
es in Kazakhstan following the end of the So-
viet era have been gradual, and the country has
remained relatively stable during the economic
transition in the independence period. Large
investors have responded to Kazakhstan’s vast
resources, political stability and the govern-
ment’s promotion of extractive industries, and
as a result the mining sector is flourishing. The
oldest established mining operations in Cen-
tral Asia are in the Altai Mountains in the east
of Kazakhstan, and the country is known for its
chromium, copper, molybdenum, iron, lead,
zinc, manganese, barite, and uranium depos-
its. Kazakhstan’s uranium reserves represent
a substantial proportion of the global reserves.

Several mines in northern Kazakhstan ex-
tract aluminum and magnesium ores, and
a newly started modern private aluminum
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smelter will further contribute to growth in
the aluminum industry. Chromium reserves
are mainly found, extracted and processed
in the country’s north-west Aktobe province.
Numerous and significant copper deposits are
found in central Kazakhstan, around Balkhash
Lake and the Altai Mountains. Lead and zinc
deposits are common in the Altai and south-
central Kazakhstan. Overall, two dozen ore
processing and concentration plants and nu-

= Titanium
Uranium

merous mines operate across the country. The
majority were inherited from the Soviet era
and modernized. Others are newly built using
modern technology and advanced energy and
environment standards. Despite its mineral
wealth and progress in mining sector develop-
ment, however, investors are wary of Kazakh-
stan — complicated tax and licence regulations,
the definition of bonus rates and corruption all
represent risks.

Mineral Resources of Central Asia: A Geologist’s Paradise 5
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Production of selected mineral commodities in Central Asia
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Aluminium (primary)
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Source: United States Geological Survey Minerals Information (— http:/minerals.usgs.gov/minerals/pubs/country/europe.html), Data reported for 2009-2010

The mountain countries of Kyrgyzstan and
Tajikistan, in contrast, are less advanced in-
dustrially and economically, have fewer min-
eral resources suitable for development and
have been less politically stable. Following
independence a succession of governments in
Kyrgyzstan and civil war in Tajikistan discour-
aged foreign investment, and rapidly changing

8 Toolkit Companion with Case Studies

legislation in Kyrgyzstan and the lack of border
security in Tajikistan continue to inhibit pro-
gress. In addition, both countries have large
areas that are difficult to access because of
high elevation and rugged terrain, and because
their railroad systems and other infrastructure
are underdeveloped.



The mining sector in Tajikistan — with few
operational mines, all of which are inherited
from the Soviet era — is the least developed of
the three countries. Uranium mining, which
had been an important economic activity pri-
or to independence, collapsed with the Soviet
Union, and has remained dormant for 20 years.
The geology of the country was not as well re-
searched as in Kazakhstan and Kyrgyzstan, and
the data remained confidential until recently.

Significant reserves of copper, lead, zinc, sil-
ver and gold are found in northern Tajikistan,
and the majority of mining and ore processing
plants are located here. A significant excep-
tion is the Tajik Aluminum Smelter, which is
situated 50 kilometres west of Dushanbe. This
smelter relies entirely on imports of raw mate-
rials and uses inexpensive hydropower to ex-
tract aluminum. The government has recently
announced plans to develop local bauxite ores
along with increasing hydropower capacities to
support aluminum and other industries. An-
other major plan for the country’s mining sec-
tor development is the large silver deposit, Ka-
ni-Mansur, in northern Tajikistan. The Pamir
Mountains in the east of Tajikistan are famous
for gold, copper and other deposits of high
quality and gems such as rubies, topaz, tour-
maline and aquamarine. But the level of geo-
exploration and available infrastructure here
is not sufficient for mining operations in the
near future. The Anzob mining plant develops
significant antimony reserves in the Zaravshan
and Hissar Mountains.

Many of Tajikistan’s geological archives were
destroyed in the civil unrest, or went missing,
and in addition to the weaknesses in the geo-
logic records, the country suffered from a brain
drain as experts left Tajikistan, either chased
out by civil strife or in pursuit of professional
opportunities wherever they existed. Border
security issues effectively close large areas of
Tajikistan to mining. The limitations of the
transport system also stifle development, and

laws regulating the use of subsoil are better
suited to a socialist system than to the condi-
tions of a market economy. The mining sector
has few foreign investors, but the conditions
for investment are slowing improving.

The geology of Kyrgyzstan is well researched
and the mineral reserves are well explored, but
prior to independence actual mining activities
in the country were limited to a few strategic
mines extracting uranium, mercury, antimo-
ny, rare-earth minerals for the needs of the
entire Soviet economy, gold and coal. In the
wake of independence and acceptance into the
World Trade Organization (WTO), and with
an improving investment climate and rising
prices for gold and other minerals, however,
the country opened itself up to international
investors. Now, most areas with mining pros-
pects are already allocated for geo-exploration
and development, and Kyrgyzstan ranks third
in gold production in the region after Uzbeki-
stan and Kazakhstan.

The aluminum reserves in the Alai and
Turkestan Mountains of Kyrgyzstan are sig-
nificant, but extraction is only feasible if the
country’s hydropower sector significantly
expands or regional aluminum smelters are
ready to buy the mining product. Estimated
iron reserves at the Jetym deposit (4 billion
tonnes) situated in the centre of the country
are also important and total nearly half of the
iron reserves of neighbouring Kazakhstan. But
no mining activities have been initiated here
so far. Deposits of copper ores often associated
with gold are found mainly in the northern and
western parts of the country. Many are ready
for mining, but local protests have halted fur-
ther progress. Mercury and antimony reserves
and related mining enterprises are legendary
from the Soviet era and operate in country’s
south. The remaining reserves are sufficient
for many years of extraction at the current
pace. Kumtor is the largest gold mining en-
terprise of Kyrgyzstan. Discovered in 1978 in

Mineral Resources of Central Asia: A Geologist’s Paradise 9



the high mountains of Central Tien Shan, this
deposit was studied in detail during the 1980s
by the Soviet geologists. Constructed and
launched in the early years of independence in
the late 1990s, the mine is now contributing 65
per cent of the Kyrgyz mining sector produc-
tion and is a substantial source of taxes, social
fund payments and employment.

During the Soviet era, the countries of Cen-
tral Asia relied upon the state to provide in-
frastructure and social services and benefits.
The ministry of geology was well financed,
and mining and related development activi-
ties — road-building, power supply and com-
munity schools — proceeded with the support
of the state. Now that private companies are
responsible for mine development and opera-
tion, they face longstanding community expec-
tations that the development of infrastructure
and social services previously provided by the
state through the state-owned mining compa-
nies will be provided by the private companies.

The specific development -circumstances
vary by company and by location, and the
countries themselves have widely different ex-
periences with mining. Since independence,
licenses for geological exploration or develop-
ment of some mineral deposits in Kyrgyzstan
have changed hands several times, and typi-
cally each new owner-operator has felt no
obligation to honour any community com-
mitments made or voiced by its predecessors.
Pollution inherited from the Soviet era or for-
mer mine owners was not well documented
and therefore the environmental impacts of
the new mining companies could not be easily
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differentiated and assessed. As a result, and in
combination with Kyrgyzstan’s more limited
experience with mining, opposition appears
to be the community default position to any
new mining ventures in the country. Kazakh-
stan, in contrast, has a much longer and more
stable mining tradition, and while much of the
country’s mining occurs in sparsely populated
desert areas, many local communities have co-
existed with mine operations over long peri-
ods, such as in the Altai Mountains. Growing
contrasts in development activities and income
levels among oil-rich western and mineral-rich
eastern and central provinces and the rest of
Kazakhstan are evident.

As the three countries pursue their min-
ing prospects, they are focusing on their pri-
orities. For Kazakhstan, that means uranium
mining in the largely uninhabited region in
the middle of the country, the continuation
and expansion of chromium, copper, iron,
lead and alumina mining and the production
of gold as a side product of other mineral pro-
cessing. In Tajikistan, strong silver reserves
and high silver and gold prices make for a
priority, and the country expects to have the
Kani-Mansur silver mine operational soon.
Tajikistan is also opening up its gold deposits
to foreign geo-exploration and mining compa-
nies. Kyrgyzstan hopes to commission more
medium-scale operations in order to double its
gold production, to restart rare earth produc-
tion (which ceased after independence) and to
negotiate with China regarding development
of iron and other reserves.



The cases presented here identify root causes
of the conflicts in the mining sector, provide
lessons for the future and suggest the solu-
tions that may emerge from careful planning.
The cases benefit from field research and from
consultations across the spectrum of interest-
ed parties.

With the collapse of the Soviet Union, the
new Kyrgyz government faced the loss of
most of the country’s markets. The markets
for minerals (particularly gold), however, re-
mained strong, and the government turned to
the mining sector to generate the minimum re-
sources necessary to maintain the state budget.
Data on proven reserves of mineral resources
in the Soviet era were considered confidential,
and no one in Kyrgyzstan seemed to under-
stand the market value of the country’s mineral
resources.

Kumtor is the largest geological discovery
and operational mine in Kyrgyzstan. A Cana-
dian mining corporation was engaged to or-
ganize the development of mining operations.
The project was advertised in the media, sug-
gesting that Kumtor’s development would cre-
ate thousands of jobs, help develop the infra-
structure of the region and provide significant
tax revenue support for the state budget.

The government made similar claims for the
significant gold deposits of Taldy-Bulak and
Jeruy, but then granted development rights
to investors who could not launch the mining

process in a specified period of time, and the
licenses were cancelled or the rights resold to
other mining companies. Parliament accused
the government of corrupt licensing practices,
and society’s dissatisfaction with government
mining policies grew. New mining legislation
in 1997 failed to account for the valuation of
previous discoveries, and officials used their
vast discretion to issue mining licences based
on direct negotiations lacking transparency.

Kumtor started mining operations in 1997,
but most of its income was used to repay loans,
and support for the state budget fell short of
expectations. Local governments sometimes
turn to mining companies for help, mainly in
local infrastructure development, and Issyk-
Kul province, where the Kumtor mine is lo-
cated, received funds for infrastructure devel-
opment including power lines and roads with
a total budget exceeding US$ 60 million and
another US$ 20 million to the Issyk-Kul devel-
opment fund. Kumtor had managed to develop
peaceful relations with the local population,
but after a sodium cyanide spill occurred as
the result of a transport accident shortly after
operations began (in May, 1998), the relations
began to sour.

The spill contaminated the Barskoon River,
and about 1 500 people downstream applied
for medical care for possible poisoning. In re-
sponse, the mining company decided to pay
one thousand Kyrgyz soms (about US$ 50)

Kyrgyz Cases 11
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to each adult, and five hundred soms to each
child of the Barskoon village and to all those
who went to the hospital with complaints of
poisoning. For the poor rural residents in the
area, the compensation was not insignificant,
and the number of complaints increased over
time. As the local population realized that the
company could pay more, the demands for
compensation spread to nearby areas. Protest-
ers began blocking the roads leading to the
mining site, and NGOs became vocal and radi-
cal. The company has paid the government
damage compensation of US$ 4 million, but
the fate of this money is unknown.

In the summer of 2012, the situation around
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Elevation in metres

Mines and processing plants operational since Soviet era

Closed or suspended: Soviet era mines

the Kumtor mine almost reached the boiling
point once again. The Kyrgyz Parliament and
Government established commissions to con-
duct environmental and other investigations
on the mine’s performance and in parallel is-
sued populist statements regarding the need
to revise the investment agreement to get a
larger share of stock for Kyrgyzstan. This led
to more uncertainty in the operation of this
large mine and sent a negative signal to in-
vestors. Over the past decade protesters have
sporadically disrupted mine production by
blocking the roads and supply bases important
to the mine. But Kumtor is in the high moun-
tains, far away from villages, while many pro-
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spective mining sites of Kyrgyzstan are very
close to populated areas.

In the late 1990s and early 2000s, many
foreign companies found out that Kyrgyzstan,
as a member of WTO with a predictable and
liberal investment policy, offered licences to
the deposits of significant reserves of gold and
other minerals at low cost. Some companies
that came to the country started additional
geological exploration and were preparing the
proper mining documentation to international
standards to access financing for mining pro-
jects. When local business elites began to
realize the value of the deposits, they started
to apply for licences for all types of minerals.

f .\/\/uqia
S.ary-Tash .Kashgar

Taklamakan 4000
3000
2000
1000
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Elevation in metres

Iron 4 Other minerals
4 Molybdenum

w  Rare earths

By 2008, the number of licences issued an-
nually peaked at 2 000, but only a few licence
holders were doing any work on the ground.
Most licence holders were unscrupulous inves-
tors, and the government revoked the licences
of those who were not mining and reissued
the licences to new applicants who often re-
sold the licences to foreign companies. In the
context of growing public sentiments in op-
position to foreign companies extracting the
natural resources of Kyrgyzstan, local leaders
catalysed people to protest under the slogan,
“We are going to dig our gold”, and often used
the environment as a rationale to prevent min-
ing operations.
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The change of power in 2005, motivated by
the desire to rid the government of corruption,
resulted in a new governmental structure and
improvements in the process for issuing min-
ing licences. Many more licences were issued,
but while the government declared its intent
to fight corruption, nepotism became preva-
lent. As power became more centralized, the
preferences of the national government over-
whelmed those of local authorities and the
public interests with respect to mining licence
decisions. This centralization of power led to a
new revolution in 2010.

Civil unrest in April 2010 contributed to
another revolution. The country was gripped
by political crisis, and all investment activity
in Kyrgyzstan ceased. Investors had to decide
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whether to temporarily suspend their activi-
ties in the country until there was some stabi-
lization of the situation or to move out all their
assets to a more stable region, abandoning all
their material assets and their production bas-
es. The new government had new ideas about
how to develop the country, and their attitude
emboldened local populations and parliamen-
tary deputies to demand new terms for min-
ing operations. Conflicts between locals and
mining companies escalated to the point that
the companies abandoned operations for the
sake of safety and security. Local demands
sometimes exceeded the legal framework, and
some looting occurred.

Uncertainties in the mining sector were pro-
found — local conflicts, new legislation and the
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general uncertainty related to the intentions
of the government all contributed. The plan-
ning environment for mining companies be-
came untenable as they faced questions about
their ability to operate or to get and maintain
a licence. Given the general instability in the
country, some mining companies moved to
more stable regimes, in Uzbekistan, for exam-
ple, and the image of the country precluded
new investment by all but those with experi-
ence in unstable conditions. As a result, the
presence of Chinese mining companies that
were prepared to work under risk conditions
increased rapidly — a trend that is likely to
continue in the future.

In the province of Naryn, in the centre of
Kyrgyzstan, where a Chinese company was
working the Solton-Sary gold deposit, pov-
erty and the lack of jobs prompted young peo-
ple to challenge the company to get out. The
region’s experience with mining was limited
to placer gold development in the Soviet era,
and was characterized by careless environ-
mental practices including the use of mercury
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for extraction. These practices left Naryn with
the highest concentrations of mercury in river
sediments in the country. Kyrgyzstan began
development of Solton-Sary in the early 1990s,
and the state still owns part of the deposit
(the Altyntor section). Some parts of the so-
ciety — less radical than the youth — cited en-
vironmental concerns as the reason for their
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resistance to the Chinese company. The local
population wanted control of the mine, but
the Kyrgyz government advised them to follow
the correct procedures and apply for a licence.
With little knowledge of mining and little in-
terest in the correct procedures, the locals nev-
ertheless managed to extract bedrock gold and
to produce a gold concentrate, thus increasing
their confidence that they could operate the
mine on their own. Currently, part of the popu-
lation in several villages of the Naryn province
continues to mine gold illegally thus deflecting
mining companies from operating here.

Today, Naryn province faces the prospect of
the development of iron ore deposits located
near a nature reserve in an area with highly
productive pasture land. People in the local
villages and across the province are concerned
that the government granted a license for de-
posit exploration to a Chinese company. The
license has since been revoked.

The Chon-Alai district in southern Kyr-
gyzstan had no mining activity and limited
geo-exploration in the Soviet period, but in
the past decade intensive geo-exploration
was followed by the installation of a gold ben-
eficiation plant with Chinese investments. The
revolutionary spirit eventually reached the
district, and what had been neutrality turned
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into opposition to the development as the
domino effect reached this remote valley.

Initially, the development of gold min-
ing facilities in Chon-Alai proceeded without
public consultations or social contributions,
and while the quality of the environmental
impact assessment satisfied the central au-
thorities, the locals were not impressed. While
the company has started a local sponsorship
programme and gradually hired locals from
nearby villages, growing distrust led to local
opposition to mining operations followed by
road blockages and criminal investigation on
the issue of illegal export of enriched gold ores
from the Chon-Alai district to China.

Some people see no benefits from mining,
and believe that mining will disrupt their tra-
ditional way of life. Speculators sometimes ex-
ploit these people by getting them to take part
in local protests that benefit the speculators,
and politicians have supported the protest-
ers to further their own interests. Local lead-
ers — lacking the requisite expertise — have
made the situation worse by making primitive
estimates of the value of the region’s mineral
wealth. Their exaggerated claims have encour-
aged the idea that the country’s mineral riches
should not be transferred to foreigners.



Evolution of mining conflicts in Kyrgyzstan
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Chatkal Area

The Chatkal area lies in the north-west part of
Kyrgyzstan near the borders with Kazakhstan
and Uzbekistan. The Chatkal administrative
district covers the Chatkal and Kassan-Say
river basins, divided by the Chatkal Range.
The Chatkal River joins the Pskem River in
Uzbekistan to form the Chirchik River that
flows south-west towards Tashkent, and the
smaller Kassan-Say River flows towards the
densely populated Ferghana Valley in the
south-east. Remnants of hundreds of ancient
mine works and stone mills located in the area
stand as mute testimony to the long tradition
of the area’s gold and copper mining, which
dates back more than 10 centuries. Gold and
copper production halted in the twelfth cen-
tury when invaders took over the region.

In the Soviet era, life in the isolated Chatkal
Valley and district was highly subsidized, with
the state providing food, social services and
education. The area was primarily agricultur-
al, and subject to intensive grazing as herders
from Kyrgyzstan, Tajikistan and Uzbekistan
brought their stock to the valley. The presence
of so many animals led to the development of
animal skin production, and the Soviets built
facilities that used chrome in the processing of
hides. The unfortunate legacy of this industry
was the pollution of the Chatkal River, and the
depletion of native fish stocks.

With the withdrawal of the Soviets, the pro-
vision of winter supplies stopped abruptly,
grazing declined rapidly and the Chatkal inhab-
itants developed survival and self-sufficiency
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strategies to adjust to the new conditions.
Throughout the difficult 1990s, the poverty in
the valley skyrocketed and people were con-
tinuously hoping to get support from someone.
In those days, gold was the most important (if
not sole) source of income for the local popu-
lation, and as much as 10-20 per cent of the
population turned to artisanal mining. To date,
the artisanal miners have developed virtually
all easily accessible placer gold deposits. As the
economy has improved and poverty rates de-
clined, many of these temporary miners have
taken up other occupations. Eventually, rising
gold prices sparked interest among larger com-
panies from China, Russia, Kazakhstan, Aus-
tralia and others.

In the last 5-10 years, the Chatkal residents
have come to realize that they must be self-
sufficient to achieve success. With general eco-
nomic growth of the country and improvement
of the local situation, they feel more confident
and secure, but are still nostalgic for the Soviet
time. Like in other districts of Kyrgyzstan,
locals from Chatkal go to work to Russia or
Bishkek. All income is spent on food and cloth-
ing with little devoted to savings. Pensions
are extremely low, below 4 000 Kyrgyz soms
(US$ 100). On the other hand, due to the re-
mote location of Chatkal, prices for many ser-
vices and products are high (20-30 per cent
higher than the country average). In spite of
all these economic challenges, a system of kin-
dergartens, schools and rural hospitals is well
maintained in the area.



The main local crops are potato, garlic and
grain, while meat production is the key source
of cash income. The conditions of pastures
and rivers have improved in comparison with
the Soviet era, and the population has slight-
ly declined due to outmigration. The non-
functional irrigation systems limit the agricul-
tural potential. Local people and authorities
see their future in diversification and growth
of agriculture, small-scale hydropower, the de-
velopment of tourism and environmentally re-
sponsible mining (gold, copper, wollastanite).
They also want the main road to be improved
to make the valley accessible year-round. A
number of residents mentioned to the research
project group that if many mining and geo-
exploration companies come to the area, they
will improve the road, and if not, nobody will.

Soviet geologists identified the ancient
Chatkal area placer and primary gold depos-
its, which were not economically viable at the
time, and mapped but did not develop deposits
in the valley. The only mining operation in the
Chatkal District at this time was the Tereksai
mine, which produced antimony for 40 years
during the Soviet era. This mine was former-
ly a part of the Kadamjai antimony mine and
smelter complex located in the south of the
Ferghana Valley in Kyrgyzstan. It was the only
antimony producer of the former Soviet Union.
After independence, ownership of the Tereksai
mine passed from the Soviet to the Kyrgyz gov-
ernment, first under the management of the
Kadamjai antimony plant and then under the
Joint Stock Company, “Kyrgyz Altyn”, and pro-
duction — in response to changing economic
conditions — switched from antimony to gold
concentrate. It now provides 450 jobs employ-
ing mainly locals. The experience of the con-
version of the Tereksai mine from antimony
and gold concentrate could be instructive for
the Khaidarkan mercury plant, which experi-
ences great technical and environmental chal-
lenges in keeping its mining operations going

Due to lack of investment to expand and
modernize operations, the Tereksai mine con-
tinues to rely on old equipment. Another chal-
lenge facing the mine is access to nearby gold
deposits: out of 30 small deposits identified,
Kyrgyz Altyn held licences for only two. The
central government reserved the rest for the ex-
change programme that swaps infrastructural
investments for mineral reserves. One example
of such a swap is the Ishtamberdy gold deposit
(20 tonnes) located on the Kassan-Say River
and mined by a Chinese company. Allegedly,
the developers neglected environmental regu-
lations and the right of public access to infor-
mation and damaged the local ecosystem dur-
ing the construction phase. Finally, when the
factory started operations in 2011, allegations
of pollution of the Kassan-Say River angered
residents and resulted in violence, road block-
ages and the suspension of mine operations.

To reduce local environmental pressures
and associated public concerns, Tereksai has
proposed to align several gold companies op-
erating in the Chatkal area into a consortium,
and to build a gold processing cluster plant
based on the Tereksai site. The company also
encourages other mining companies to register
locally in order to increase local contributions
to budget and taxes and to improve their trans-
parency for residents and authorities.

Some of the mining companies new to the
Chatkal area specialize in placer gold mining,
and typically dig alongside the rivers of the
Chatkal and Kassan-Say. About half of these
operators are Chinese companies with most-
ly Chinese workforces; the rest are Kyrgyz,
Russian and other foreign firms. The remaining
artisanal miners, who formerly operated with-
out much planning, now follow the placer min-
ing companies, taking the leftovers and some-
times using mercury. Their current methods
rely more on bulldozers than on shovels, and
while their productivity is higher with mecha-
nization, so is their environmental damage.
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Chatkal mineral resources

Gold

Lead

Antimony

Tin

Copper
Tungsten-Molybdenum

Wollastonite

Small deposit (Au 5-30 t)
Medium deposit (Au 30-100 t)
Large deposit (Au > 100 t)

Mining facility
Mining facility (under construction)
Mining facility (abandoned, closed)

Geological exploration

Radiation

<Al

amgyr 7
7y
<4
$§
v
R N
ilu-Tegerek 9 e m
s
ek ®
m
o Malatash -
3 ¢
\\!
2
L o Arkit
[
GYZSTAN
L.KyzyI-Tuu x
( x
1\\| fi =
Vietim Kara-Jygach %
Kashka-Suu® Jerge-Tal Q
I\ <1
& Nahay - @
} L I
<2 A1
g J 1
Ak-Tam'g *~~\ + 7 Kerben
U Iy
£
Ala-Buka ,‘Z LR TN
A o
Ak..Korgon \IZarkent \X
Kosh- 7 I Atana
o Almarut 11 {,:' }
N
Bayastan ,~ lf\ Tash-Komur -
u\/ \\ J Ds | 31 0
alman :
Kasansay [/ @(yzyl-Djar 0
o ;
7
{
O . Shamaldy-SayD
Yangikurgan ! \
ROENRg TN P
Uchqorghan'sy 1
chqorghan '] i
\DChartak ]
1
S
\ Namangan / -/ |
o o™

5 10 15 20km

Map produced by ZOI Environment Network, July 2012



-

KAZAKHSTAN

Bashky-Terek
® Arkit
xf 1 Aygyr-Jal

Besn-Aralg; KYRGYZSTAN
*r¥'{iuzuk M

( Ala-Buka
*\*:'

Sumsar
e

UZBEKISTAN

Chatkal mining conflicts

¥ Local resistance to mining activities,
mainly on environmental grounds

X Resistance with violence

=}= Road blockage by selected villages, demanding road
rehabilitation, jobs and other local investments

Information shown on the map is valid for 2010-2012

In the Chatkal River basin artisanal miners
work mainly in winter, when they are free from
the intense engagement in agricultural ac-
tivities of other seasons. But work in winter is
hard due to the harsh climate. The Chatkal Val-
ley is blocked in winter and there are not many
options for employment. On the contrary, in
the Kassan-Say river basin, artisanal miners
operate mainly in the warm seasons (summer-
autumn), when weather conditions are favour-
able and placer gold deposits are accessible.
On average, artisanal miners extract 0.5-1.0
grams of gold per day per person, but labour
productivity varies substantially depending on
the place, skill and method of work. According
to the regulations, artisanal miners must be
registered with the village council and obtain
a patent from authorities, but very few do so.
In difficult times the number of artisanal gold
miners in the area exceeded 2 000 persons,
which is 10 per cent of the Chatkal district
population. Currently, the estimated number
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of artisanal miners in Chatkal is less than 500
persons, mainly locals.

The people in the Chatkal area have long
associated mining with the provision of social
services, and although the state now has re-
sponsibility for roads and other infrastructure,
the Tereksai company continues to operate in
a socially responsible manner by supporting
schools and the employment of women. Hav-
ing established and maintained good commu-
nity relations, Tereksai enjoys the respect of
the locals to the extent that it often facilitates
the resolution of disputes between new mining
operators and the community.

Other mining companies operating in the
area are beginning to follow the example set
by Tereksai. Those with sufficient experience
to understand the local context are now devot-
ing resources to the education of young peo-
ple, and are increasing community benefits
through procurement policies by buying lo-
cally produced food and clothing. In addition,
they are sponsoring kindergartens and schools
and improving infrastructure such as power
lines and roads.

The central government exhibits little inter-
est in the small-scale mining companies and
artisanal miners, and exerts only marginal
control — scant oversight and few inspections
of operations. Local authorities have not had
much control either, but some Kyrgyz, Kazakh
and Russian operators have demonstrated a
willingness to cooperate with local officials,
assisting with transport and minor road im-
provements and bridge repairs. Under pres-
sure from the locals, Chinese operators are
responding to requests for support and are
enhancing environmental safeguards of their
mining operations.

Local perceptions of the effects of mine op-
erations on the community motivate the ap-
proach of the local authorities. Mine opera-
tions, especially at placer gold deposits along
the rivers, cause the suspension of sediments



in water, for example, and downstream users
notice the change in appearance, and demand
mitigation measures — water purification sys-
tems or some preventive steps to curtail the
high turbidity. Similarly, increases in the dust
and traffic associated with mining have led
to demands for the paving of roads and other
dust prevention measures such as watering or
taking alternate routes. Some local residents
also suspect that the increased mining truck
traffic causes damage to their houses. Climate
change impacts and weather variability in the
Chatkal area, especially the recent reduction in
snow cover and available water resources (lit-
tle snow and record low water levels in 2008
and 2011), should not be ruled out as addi-
tional stress factors that the local population
may sooner or later associate with mining ac-
tivities. Local winters are getting warmer, the
snow melts earlier and other weather patterns
are changing.

The employment of local workers is an im-
portant issue in relations between the com-
munity and the mining companies, and some
lower-skill jobs such as driver, excavator oper-
ator or security guard are filled by locals. Most
of the companies operating in the Chatkal area
have spent the past 5-10 years in exploration
and development, and are now ready to build
or to start operations. During this prelimi-
nary stage, the companies hired locals mainly
as drivers, and now face policy decisions on
local employment for operations. The local
workforce qualifies for the lower-skill jobs, and
through the mining education college operated
by Tereksai, some locals may eventually qual-
ify for professional mining positions. Several
new mining companies have long-term plans
to send local youth to receive mining education
in the capital.

According to local environmentalists, water
protection and forest zones along riverbeds
should not be included in mine licence areas
because environmental damage from industrial

alluvial gold mining is already substantial in the
Chatkal area. This kind of mining practice also
causes many complaints from the local popula-
tion and local authorities about water quality
and destruction of river ecosystems. Forests
of all types are normally monitored and pro-
tected by the state forest services, but unclear
responsibilities among environmental, forest,
geological and water authorities over riverbed
ecosystems — including forests — create a gap in
effective enforcement and control. Local envi-
ronmental and land registration authorities feel
excluded from participation and their experts
do not have the opportunity to provide their
views regarding environmental impact assess-
ments of mining projects or have a voice in the
process of land allocation for mining purposes.
They also have difficulties in accessing and en-
tering some mining sites for regular and on-de-
mand environmental inspections.

The Besh-Aral nature reserve in the Chatkal
Valley is facing a challenge of coexistence with
the growing intensity of geo-exploration and
mining activities around it. While the number
of protected animals has somewhat increased
compared to the Soviet period due to a clear
reduction in grazing pressure, this trend could
be reversed due to anticipated impacts (noise,
traffic, roads, pollution) of mining activities in
the coming decade.

Unclear and changing boundaries of the pro-
tected area and its buffer zone, as well as the
recent submission of the Chatkal along with
bordering areas in Uzbekistan and Kazakhstan
for nomination as a UNESCO Western Tien
Shan world heritage site, may further intensify
the existing contradictions between the conser-
vation of natural areas and mining.

Finally, very few companies are planning or
making contributions to environmental reha-
bilitation funds that according to legislation
should be established and used for land rec-
lamation after mine closure or when a mining
company suddenly discontinues its activity.
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As life in many rural mountain areas is dif-
ficult, the locals see the mining companies as
the main sponsors or solutions to their prob-
lems and are increasingly using tough meas-
ures to address their social and development
needs.

Limited comprehension of the rules and laws
among the local population, combined with
despair and poverty, forces locals to resort to
the blockage of roads and access to mine sites
or more intense forms of confrontation. If
mining companies promise to do something,
they need to honour this promise, and be open
and accessible. Public meetings and hearings
facilitated by local administrations and com-
petent NGOs are essential to let off steam, dis-
cuss compromises and agree on the next steps.
But as experience in other regions of Kyr-
gyzstan shows, sometimes a negative attitude
towards mining is also rooted in the recent po-
liticization of the society, influence of business
elites, informal leaders or some groups strug-
gling to take control of the mineral resources
or otherwise dissatisfied with the current ar-
rangements. In some situations when mining
companies do pursue social development pro-
grams — improving the drinking water supply,
for example — public discontent over the cru-
cial issues such as employment (when some
community members got jobs, and others did
not) and environment (dirty water in rivers
due to mining) — may easily result in an out-
break of conflict.

Interest in the responsibilities of the mining
companies regarding the provision of infra-
structure, social services and employment led
local authorities to take an active role in the
discussion of development issues in the region.
Public hearings considered the creation of a
mechanism for determining proportional con-
tributions from the mining companies to the
mining valleys based on the relative sizes of
companies. Supported by local authorities, lo-
cal NGOs — such as the Chatkal Development
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Foundation and the Osh Aarhus Centre —
proposed that most mining companies be reg-
istered locally and increase their field presence
for operational decision-making and sharing
of environmental information. No new min-
ing companies registered locally in 2009 in
Chatkal, but nine new companies registered
in 2010. More than half the Chatkal area min-
ing companies were already registered locally
in 2011-2012, and others are in the process of
registering. This recent change takes a bottom
-up approach to regulation and is increas-
ingly encouraged by central authorities, but
challenges associated with local registration
remain: some companies may have licences in
other areas of Kyrgyzstan, or the licensed area
falls within two or more administrative areas.
Prior to 2010, many of the Chatkal mining
companies relied on the central authorities in
Bishkek on the issue of mining and environ-
mental licences, and then negotiated land allot-
ment with the local authorities as the last step
in preparations for exploration or development
of the mineral deposits. Public consultations
were rare and social assessments non-existent.
But such former non-transparent and non-
inclusive practices are now being challenged.
Mining firms in the Chatkal area are increas-
ingly working with local authorities, sharing
information and discussing local development
needs. Those who plan to stay for a long time
are planning to invest in education or train-
ing of local residents to develop certain min-
ing and other technical professions. Currently
more than 1 000 local residents already work
in the formal mining sector. Local authorities
want to see local employment grow to 2 000.
In addition to social assistance, mining com-
panies may be interested in local organic food
(especially meat, potatoes, carrots and garlic).
These agricultural products are abundant in
Chatkal. The companies can also consider in-
vesting in small workshops for the production
and conservation of foodstuffs, thus developing



a competitive local agribusiness and boosting
indirect employment. Finally, mining com-
panies may add further benefits to the region
and make their own businesses more efficient
and safer by improving the quality of the local
roads and by making the main road accessible
in winter, a step that has strategic importance
for this remote mountain region.

Civil society organizations are active in the
area and arrange public meetings to inform
citizens of their rights and responsibilities, in-
cluding those related to environmental infor-
mation, and facilitate dialogue among mining
companies, local authorities, residents, envi-
ronmentalists and other key players. In the
framework of the Finnish research project, in
the summer of 2011, the Chatkal Development
Foundation, the Osh Aarhus Environmental
Centre and Osh Technical University, in coop-
eration with local environmental authorities,
conducted an initial social impact assessment
that may lead to a more detailed analysis. This
initial assessment covered a broad geographic
area, but not in depth. Detailed interviews and
a survey of more than 100 representatives from
various stakeholder groups (residents, authori-
ties, companies, experts, NGOs) identified
problematic issues and areas for improvement.

The Chatkal area has a complex mix of min-
ing developments at different stages, a range
of players including multiple companies, and
a variety of social needs and stakeholder in-
terests. The actions or failures of one mining
company can affect all the others, and the situ-
ation calls for cooperation among the compa-
nies, the local government and the population.
The Chatkal area is, in short, a place for the ap-
plication of the toolkit. A recent letter to high
government officials and mining company

managers reinforces this idea. Signed by 82
residents of the Chatkal area, the letter states
that, “[1]Jocal people suspend all mining firms
from operating in the Chatkal area.” Frustrat-
ed that mining company managers failed to at-
tend public hearings and respond to local con-
cerns, the local people decided to take steps to
force the mining companies to respond.

The lack of coordination between the plan-
ning efforts for mine development and nature
reserves has led to contradictory land-use
plans in the area. The plans for nature reserves
contemplate an expansion of protected areas
and include the proposal for designation as a
UNESCO site. Some ancient mines may also
need to be protected by the state as geological
or cultural monuments. This situation illus-
trates the risks of underestimating the contri-
bution of mapping to mine development plan-
ning — the mapping of the region by experts
could have precluded the resulting land-use
conflict.

Using the concepts in the toolkit, the field
study team identified several deficiencies in
mining development planning and coordina-
tion between different state and local players
in Chatkal. Some companies conducted formal
and professional environmental impact assess-
ments, but others prepared inadequate assess-
ments, and failed to disclose the results. All of
the assessments overlooked the social issues
that can indicate local tensions. Each of these
deficiencies provides the grounds for local op-
position to development. Stakeholder identifi-
cation, which has been inconsistent, is improv-
ing with the advent of round tables organized
by local government, a mechanism intended to
welcome all stakeholders.
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Talas Valley

The Talas Valley lies to the north and east of
the Chatkal area near the border with Kazakh-
stan. In the upper part of the valley, the me-
dium- to large-scale gold and copper deposits
are more concentrated and more accessible
than the gold and copper deposits in the Chat-
kal area, but the area has no recent mining his-
tory. In-depth Soviet research confirmed sig-
nificant reserves ready for development, and
soon after independence mining companies
came to the Talas Valley to conduct feasibility
studies and to begin operations. Many of the
deposits are along the border (some are just
2-5 kilometres from the Kazakh—Kyrgyz bor-
der) or within the transboundary river basin,
and the development of these deposits entails
international assessments.

The mining investors, with no experience in
local public relations, were slow to understand
the local nuances. They assumed that specific
social obligations and infrastructure improve-
ments would be carried out by the central gov-
ernment, and believed that their mining and
environmental licence provided them with
the right to access mineral deposits. The situ-
ation was manageable at first, but new mining
regulations and changes of ownership created
tensions as new owners ignored or failed to
appreciate previous agreements with the com-
munity. The cancellations of mining licences
and the transfers of licences to new subsoil us-
ers have prompted protests and legal proceed-
ings by the initial licence holders, who have
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possibly provoked local residents to arrange
illegal meetings and pickets to stop the new li-
cence holders.

This lack of attention from mining companies
to local needs and concerns exacerbated the
situation, and political changes and more free-
doms emboldened locals to take more strident
positions. The local resistance led to the sus-
pension or abandonment of mine construction
and geological exploration, and at its worst, the
situation deteriorated to destruction of mining
camps and equipment. As a result most mines
remain in a suspended state with equipment
secured and administrative functions occurring
out of Bishkek. Currently, the social survey ar-
ranged by a local competent NGO indicates that
roughly one third of the Talas province popula-
tion welcomes the development of the mining
industry, another third is neutral and the last
third opposes mining development. These dif-
ferences demonstrate a complex situation in
which decision-making is a highly delicate mat-
ter. Acceptance or rejection of the diverging
views of the key groups may escalate the poten-
tial for conflict in the area.

Significant public protests started at the
Jeruy gold deposit in May 2007. While the
detailed geological exploration of Jeruy was
completed in the Soviet period (reserves of 80
tonnes of gold), the construction of mine in-
frastructure ceased with the dissolution of So-
viet Union. Numerous foreign investors have
shown interest in the deposit, but in the 1990s,
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not only was the situation in Kyrgyzstan un-
certain, but gold prices also fluctuated signifi-
cantly and the mining companies that initially
started to develop Jeruy either went bankrupt
or stepped down from the project due to eco-
nomic reasons. At the beginning of the current
millennium, the company that held the rights
to develop the deposit did not arrange funding
for the project in a timely manner, and the li-
cence was revoked by the Kyrgyz Government
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and transferred to another company, which
later sold it to yet another mining company
(the fifth).

Both the mining companies that held the li-
cences and the government became involved
in dispute resolution at a high level, but the
process suffered from the appearance of lit-
tle transparency. Almost 450 laid-off work-
ers rallied in Bishkek and demanded fair and
transparent decisions and work, while the
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local protesters blocked the road to this rela-
tively large and remote site and opposed fur-
ther development of the mine, not least be-
cause of environmental considerations. The
situation remained stagnant until 2012. With
a new proposal by the Kyrgyz government to
introduce a system of transparent, fair and
open mining tenders, the local resistance has
softened to some extent.

The smaller Andash gold and copper deposit
is located in close proximity to Kopuro-Bazar
village and could be considered yet another
mining conflict hotspot of the Talas Valley.
The Andash deposit was explored in detail
during the Soviet period and in 2004-2006,
and holds up to 20 tonnes of gold and 70 000
tonnes of copper. The deposit would be de-
veloped by open pit method through drilling
and blasting with subsequent flotation of ores
for the production of gold and copper concen-
trates (cyanides will not be used). The majority
of villagers live in poverty and could be con-
vinced of the benefits of mining for local devel-
opment, but the local people are influenced by
pressures and statements from various actors,
while a clear governmental position is miss-
ing. The village was consistently in the centre
of populist declarations and its residents are
fatigued by uncertainty and promises from all.

The Andash mining company cannot start
operations due to opposition on the part of the
local population. The company has revised its
environmental plan, and offered an unprece-
dented social package to create 300 local jobs,
support mining-related education, contribute
to a local social fund, establish a microcredit
programme and pay monthly compensation to
households affected by mining. The company
welcomes independent monitoring of its en-
vironmental performance and, if necessary, is
open to an additional environmental impact
assessment by an independent (international)
institution. The main problem is that villag-
ers are not receptive to negotiations or to the
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communications by the company and the au-
thorities. Environmental concerns about the
future mining project dominate local minds
due to the proximity of the village to the
planned quarry. The fears range from damage
to vital resources such as water and pastures to
increasing radiation levels.

Environmental impact assessments for both
Jeruy and Andash were conducted in consulta-
tion with Kazakhstan, a neighbouring country,
and in view of the novelty of the transbound-
ary impact assessment process, international
organizations have facilitated the dialogue and
information exchange. Like in other parts of
Kyrgyzstan, land allocation for pastures, con-
servation areas and mining remains confusing.

Geo-exploration at the copper and gold
deposit of Taldy-Bulak preceding mine con-
struction and operation tentatively planned
for 2015 has been until recently severely con-
strained by local protests and even violence.
In 2011 a group of horsemen armed with im-
provised bombs and sticks attacked a geolo-
gists’ camp, setting some buildings on fire and
threatening workers. The roots of this violence
and resistance lie in the population’s dissatis-
faction with how the previous site managers
and state officials maintained local relations.
Above all, they are concerned that blasting and
mining machinery will disrupt pastoral life,
and that mining and ore processing will pol-
lute the environment and affect the health of
children and adults. In early stages of mining
activities here, agricultural animals were re-
portedly trapped in geological exploration pits,
while the impacts of drought led to additional
rumours on the negative environmental ef-
fects. The population of the nearby village was
also provoked into conflict.

Some mining companies have begun of-
fering benefits to locals in the form of special
development funds and diversified social pack-
ages including regular payments of finan-
cial compensation to local residents, but the



resistance has softened only to the extent that
locals say that mines may be acceptable some-
time in the future. In fact, some experts warn
that villages around prospective mining sites
could become spoiled by the funds that com-
panies spent or are ready to spend to earn the
loyalty of residents.

One geo-exploration company working at
Taldy-Bulak, however, has had success in the
continuation of its activities by fashioning a
tripartite agreement involving the mine man-
agement, the central government and the lo-
cal people and local authorities. An additional
factor contributing to the current lessening of
tensions and reconciliation is the involvement
of the South African mining company Gold
Fields, which has vast international experience
in community relations. A similar arrange-
ment guides the development of the smaller
Jamgyr gold and copper deposit. Some of the
practical steps that companies took to support
implementation of these agreements include:
the distribution of leaflets with information
on the mining licence, project scope and ac-
tivities; information seminars on geology, en-
vironment and social strategies; stakeholder
consultation groups consisting of local author-
ities, residents and NGOs; a community office
providing information on company activities
and performance; and transparent employ-
ment procedures and grievance mechanisms.

The Talas Valley is distinguished by exten-
sive agricultural development that includes
large-scale bean cultivation and, in the upper
valley, cattle grazing, cereals and potato culti-
vation. One result of the agricultural develop-
ment is the uneven distribution of wealth and

the economic and social stratification of the
population. According to local NGOs, groups
of wealthy individuals have organized in sev-
eral villages to incite resistance to mining as
a way of protecting the status quo. Some local
groups have even attempted to take over the
deposits, and have spread rumours of genetic
damage (due to non-existing sources of radio-
activity) resulting from mining operations in
an effort to spoil the image of mining and to
foster resistance among the local population.

By this stage in the development of mining
in the Talas Valley, the local population should
have a realistic view of both the environmental
consequences and the potential for employ-
ment in the mining sector, but the failure of
the companies and the central government to
recognize the area’s social stratification and to
take steps to educate the population have de-
layed progress.

In underestimating the strength of local
resistance, the mining companies and geolo-
gists blame the lack of rule of law for impeding
progress of mining projects. The central gov-
ernment has done little to help, and the Parlia-
ment has even cancelled some mining licences
on the basis of local complaints — an action
that itself may be illegal. At the moment, local
resistance is holding up mining operations at a
minimum of five mineral deposits.

Given the complicated situation in the Ta-
las Valley, prospective mining developers are
well advised to make full use of the toolkit. The
mapping guidance may be particularly helpful
in resolving issues related to conflicting infor-
mation, perceptions and fears.
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Aktuz Mine and Kemin Area

In the 1930s, geologists discovered lead in the
upper Kemin Valley, which is in the north-
ern part of Kyrgyzstan, 120 kilometres east of
Bishkek and near the Kazakhstan border and
the Chong Kemin national park. By the end
of the 1940s, the mining town of Aktuz was
built, and the production of lead concentrate
was underway. With a shift in priorities in the
1960s, the Aktuz facility was transformed to
specialize in the processing of rare earth met-
als, and became a key supplier to the Soviets.
At the same time, the main production and
processing shifted to Orlovka town in another
part of Kemin. By the end of the Soviet era,
the Aktuz mine was supplying enough ore to
produce 600—-800 tonnes of rare earth con-
centrates at the Kyrgyz chemical-metallurgical
plant in Orlovka town. Surplus supplies went
into storage, and with the collapse of the So-
viet market, sales moved to foreign buyers. Ad-
verse economic conditions led to the closure of
operations in the late 1990s.

The Aktuz production facilities were privat-
ized and switched to the production of gold
(including the reuse of the tailings material)
with some rare earth production as a marginal
product. As rare earth demand skyrocketed,
international interest turned to the Aktuz min-
ing area, and the Kyrgyz authorities issued
licences to explore for and process rare earth
deposits. Of the 75 000 tonnes of originally
explored deposits, perhaps 50 000 tonnes re-
main to be developed.
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The transitions from lead to rare earth to
gold and back to rare earth make for an in-
teresting history. In the Soviet era the min-
ing industry enjoyed the special attention of
the authorities, and the mining settlement
experienced no problems with the supply of
consumer goods. Workers in the mining sec-
tor received high salaries and local residents
received strong social support from the state.
The local population is accustomed to mining
in the area, and nostalgically views its only lo-
cal industry as generally positive, and even
iconic. Mining has conferred some social bene-
fits, and despite a serious accident triggered by
an earthquake that released 0.6 million cubic
metres of tailings into the Kichi-Kemin river
and caused contamination in 1964, the locals
remain basically supportive. Ongoing intense
exploration for gold and rare earth metals in
the valley visually affects the mountain land-
scape near the Kemin national park and rais-
es concerns of local residents. In general, the
mining companies continue to maintain good
local relations.

Mining and processing have been dormant
in the Aktuz and Orlovka areas for nearly 20
years, however, and taking the support or
neutrality of the local population for granted
may entail some risks — a new generation and
changing local dynamics may affect the atti-
tude of the community towards new develop-
ments. Conducting detailed social impact as-
sessments that identify how the community
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the past. Any effort the companies make to re-
solve legacy issues will enhance their chances
of receiving a social licence to mine. One addi-
tional prospect for local employment is a gold
mine at the Taldy-Bulak Levoberejny deposit
in Kemin. The locals advocate for the soonest
start of mine operations, but a concern has re-
cently been raised due to the high proportion
of foreign (Chinese) nationals already working
at the site.
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Ferghana Valley

The Ferghana Valley covers a large area in
the south-east part of Kyrgyzstan and parts
of neighbouring Tajikistan and Uzbekistan.
The Kadamjai district, located in the south of
Ferghana Valley, produced antimony and mer-
cury in the Soviet era, and has long been con-
sidered a safe harbour for mining companies.
But even here — with a mining tradition of so-
cial responsibility — the industry faces difficul-
ties. The local population accepts mining and
appreciates the social responsibility, but in the
full knowledge of the environmental damage,
opposes practices that may cause further dam-
age. The district is home to a special mining
school, and respects responsible mining, but is
firm in its convictions that the environmental
consequences should be taken into account,
and that the mining license award procedure
should be transparent and inclusive.

The Soviet uranium mining legacies in this
region provide a vivid example of why min-
ing for closure is such a good idea. From the
1940s to the 1960s, open pit quarries and
mines in the mountains along the Ferghana
Valley were the primary source of uranium
for the Soviet military-industrial sector. When
mining stopped, the radioactive waste was left
on site, and no one made any effort to reme-
diate the environmental damage. For many

1. The Organization for Security and Co-operation in Europe, the Regional Environment Centre for Central and Eastern

sites, the authorities have not even bothered
to do so much as erect a fence to keep people
and animals out, and even where they installed
some sort of protection and warning, the lack
of maintenance and supervision reduced their
efficiency to zero.

Most uranium mining is now conducted by
in situ (underground) leaching in desert areas
of Central Asia far away from the Ferghana Val-
ley, but twenty years after the end of the Soviet
era, the legacy problem is still looking for a so-
lution. Apparently inured to the legacies, the
local population has made few demands on the
state, but local NGOs have appealed to the gov-
ernment for action, and the government in turn
has appealed to donors for financing. The best
prospect, given the high cost of remediation,
appears to be the reprocessing of the spoils,
an approach that has inherent economic ben-
efits for the mining company. The transbound-
ary nature of the mining operations, and the
transboundary risks associated with the aban-
doned sites call for cooperative efforts among
the three countries. Given the complexities of
the situation, it is not surprising that progress
is slow.

The Environment and Security Initiative
(ENVSEC), a partnership of six international
organizations,! works to provide an integrated

Europe, the United Nations Development Programme, the United Nations Economic Commission for Europe, the
United Nations Environment Programme, and the North Atlantic Treaty Organization as an associated partner.
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Industrial pollution and waste hotspots
in the Ferghana Valley
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response to environment and security chal-
lenges. Several key international organizations
in the partnership are active in Central Asia,
and have identified links between environmen-
tal conditions and security risks. The ENVSEC
approach is similar to the toolkit’s — after con-
ducting a situation analysis and stakeholder
identification, ENVSEC identified and assessed
hot spots and facilitated planning that may
lead to remediation actions.

Among the hot spots identified and brought
to the attention of the authorities by ENVSEC

impacts of industrial accidents

MAP BY VIKTOR NOVIKOV AND PHILIPPE REKACEWICZ
Produced by GRID-ARENDAL - APR 2005 Updated by ZOI Environment Network - FEB 2012

is the Khaidarkan mercury mine, a state-
owned facility that has been operating since
the 1940s in the Ferghana Valley. The Aid-
arken settlement was once a mining town of
11 000 inhabitants, 3 000 of whom worked in
the mine and in social services provided by the
company. Over the years the population has
changed, and now the mine employs about
600—700 workers, while the overall size of the
population has remained about the same. The
company continues to support some elements
of infrastructure (roads, supply of electricity,
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gas, drinking water, sewage) and some social have not been willing to cooperate, while oth-
services, but the state now provides assistance, ers are supportive of a transition towards less
and dependence on the mining company has environmentally hazardous minerals mining.
diminished. Currently, the government is considering the
Mercury is a globally recognized toxic metal, privatization and sale of the mercury mining
and because almost all of the mercury produced company, but the local population is concerned
at Khaidarken is sold on the global market, the about the future of their mining town, and
international community is urging Kyrgyzstan about the responsibility of the new owners for
to get out of the mercury business. In some the provision of social services. Mercury min-
parts of Kyrgyzstan local artisanal miners use ing generated a high volume of waste rock and
Khaidarkan mercury to extract gold, a practice metallurgic waste as well as pollution legacies,
that causes river pollution. Some stakeholders and the environmental challenge related to the
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existing tailings is another issue for investors.
The transition to private ownership may pro-
vide an opportunity to make a shift from mer-
cury production to other mining activities. One
promising alternative is to upgrade and con-
vert the existing industrial facilities for mer-
cury ore processing to a cluster gold processing
and concentration facility serving nearby gold
mines. The use of one facility instead of several
would result in more economic efficiency and
less environmental damage to sensitive moun-
tain ecosystems. The transition from mercury
to gold would take advantage of the available
workforce, allay local concerns related to the
health effects of mercury, maintain the sup-
port for an established mining community and
earn the approval of the international commu-
nity. The technical and social aspects for such

a transition are not yet well developed, but the
opportunities exist for the various parties to
consider.

The United Nations Environment Pro-
gramme (UNEP) has reviewed the situation
at Khaidarkan, and has made funds available
from the Global Environment Facility and from
donor countries such as the United States,
Norway and Switzerland, to assist the commu-
nity in making the transition to alternatives to
mercury production. In an effort to help diver-
sify the local economy, UNEP and the United
Nations Development Programme have also
provided grants for small businesses less reli-
ant on mining. And finally, UNEP is assisting
with feasibility studies and engineering plans
related to high-priority environmental reme-
diation.
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Climate Change

The growing awareness of the effects of cli-
mate change is raising concerns about mine
planning, especially in Kyrgyzstan, where min-
ing occurs at high elevations. Mountain eco-
systems are particularly sensitive, and at eleva-
tions of 3 000—4 000 metres, global warming
is increasingly thawing what had been a per-
manently frozen environment. Glacier retreat
in the area of the Kumtor mine, particularly the
Petrov Glacier and others within the Akshirak
massif, has been observed for the last 50 years.
Despite some early indications of climate
change, the Kumtor mine was built for a stable
environment, and the planning extended only
as far as the operational and decommissioning
periods. Now, 10 years after the planning, the
effects of climate change are becoming appar-
ent, and awareness about climate change im-
pacts is much broader than before, so both local
populations and decision-makers in Bishkek
are getting concerned about the situation.

The Kumtor tailings management facil-
ity was designed for terrain with permafrost
several metres thick, and with the thawing
of the permafrost, the stability of the tailings
pond and its dam is now in question. Frozen
ground was considered by mine planners as a
screen preventing seepage of pollutants below
the tailings bottom (in other situations plastic
and or other impermeable cover is used) and
engineers treated frozen rocks as conventional
rocks, underestimating possible changes in
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geo-mechanical rock properties. Higher global
surface temperatures have also caused glacial
lakes to form at higher rates. The warming
trend is projected to continue, and to threaten
the integrity of the glacial lakes, and by impli-
cation, the mining infrastructure. The situation
calls for planning that considers these chang-
ing conditions and that answers the long-term
question of what happens in the area when
the mine is ultimately closed. In 2011-2012,
unforeseen acceleration of ice movement in
the south-eastern part of the Kumtor mine
restricted access to the ore and the volume of
gold production dropped. In the coming cou-
ple of years some 50 million tonnes of ice and
rock will have to be cleared away to reach the
rich ore reserves and increase gold production
at Kumtor.

The mining sector is subject to many misper-
ceptions, and all across Kyrgyzstan at similar
elevations speculation and rumours suggest
that glaciers are melting mainly because of
mining activities. Mining activities do cause
pollution, and do put waste rock on the sur-
face of glaciers. But mining does not cause the
widespread melting of glaciers across the re-
gion. In any case, officials have requested that
the mining company provide new information
regarding the stability of the glacial lakes and
the tailings dam and adjust mining project de-
sign as necessary.
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Akshirak glacier area and Kumtor gold mine
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Currently most of the mining activity in Kyr-
gyzstan is prospecting, but the Kumtor mine is
operational, and offers an opportunity to learn
from its experience. Located on glacier and
permafrost, Kumtor provides a specific exam-
ple of high-altitude mining in the context of
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climate change. Rising temperatures may melt
the frozen water that binds the rocks and may
cause springs to disappear or undermine the
stability of the rocks, all of which have implica-
tions for safety and the environment.



Petrov Glacier and Lake. Photo: S. Erochin




Mining and Nature Reserves

The failure to coordinate policies related to na-
ture reserves and to mining has led to situations
where the growth of the mining sector and the
expansion of nature reserves have come into
conflict. The development of the mining sector
has taken into account existing reserves, but
particularly in Kyrgyzstan, where the number
and sizes of nature reserves keep growing, the
addition of new areas and buffer zones have
infringed on planned mining areas. Whether
by the expansion of existing reserves or the
creation of new ones, the core areas of mining
projects and geo-exploration licence areas are
increasingly located in proximity to reserves.
The Kumtor mine, for example, is now both
within the Issyk-Kul Biosphere Territory, a
large reserve designated well after the min-
ing company received its licence and in prox-
imity to the Sarychat-Ertash strict nature
reserve and its buffer zone. Inaccurate maps
of the nature reserve showing variable sizes
and land use designations inconsistent with
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the governmental decrees, and the reliance
by stakeholders on these maps in the absence
of definitive official information promoted
concerns about the perceived intersection
of Kumtor mining license area, prospective
geo-exploration areas and nature reserves.
Experts note that the state of biodiversity in
and around the Sarychat-Ertash reserve has
improved during the last years, and mining so
far has had only marginal impacts. This situa-
tion is similar to the Chatkal area, but because
Kumtor is larger and is operational, and the
Issyk-Kul province is the key country’s tourist
area, the Kumtor case tends to be more politi-
cized and discussed. The new government in
Kyrgyzstan has recently adopted a new Law on
Subsoil and revised the planning procedures
to coordinate mining, nature reserves and
other land uses. The reconciliation of reserves
and mines requires some rezoning and some
changes in mining practices — such as the use
of explosives near reserves.
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MOVING FORWARD

Kyrgyzstan is a dynamic mountain country
well positioned to take advantage of its op-
portunities in international transport, trade,
tourism and textile manufacturing. During the
Soviet era, Kyrgyzstan was a leader in the min-
ing of some minerals, and now may be able to
recapture that status. Indeed, the mining sec-
tor may lead the way in the country’s economic
development efforts. The mining sector has
traditionally made important contributions
that support local communities and alleviate
poverty.

The development of the mining sector is
closely associated with environmental and so-
cial changes at the local and national levels,
and its reliance on high technology applica-
tions may spread its influence to other sectors
as well. As the case studies demonstrate, the
sector faces many complexities and challenges.
The success of the sector depends to a large ex-
tent on its ability to meet its challenges in a re-
sponsible manner, and to resolve any potential
conflicts peacefully and constructively.

Strategic Initiatives

Mining companies, the central government,
Parliament, local authorities and non-govern-
mental organizations all have opportunities to
advance the development of the mining sec-
tor. A number of potential strategic initiatives
emerge from a review of the case studies. Some
of them are already planned or at work, while
others deserve attention.
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MINING COMPANIES

Mining companies serve their own interests as
well as the interests of their stakeholders when
they acquire a good understanding of the com-
munities in which they intend to operate. They
also benefit from an understanding of their na-
tional role in the economic development of the
country. They are most likely to succeed when
they do the best they can to help alleviate pov-
erty and to promote economic development.
Their strategic opportunities include:

« Participating in more formal and socially
inclusive arrangements, such as tripartite
agreements (mining company-authorities-
community) to contribute to social develop-
ment

« Establishing local social development funds
that are transparently supervised by local au-
thorities and community representatives

« Developing and implementing long-term so-
cial responsibility strategies

« Establishing clear and transparent mecha-
nisms for the hiring and dismissal of locals

+ Conducting open public meetings as early
in the development process as possible to
explain their projects in simple language, to
answer questions and to engage the local au-
thorities and the community



« Circulating regular reports on environmental
performance, taxes, social contributions and
plans for environmental management

» Adopting international codes and standards
that promote environmentally and socially
responsible mining, and using community
development toolkits

» Exploring options for giving voice to local
concerns related to mining operations and
performance and assigning responsibilities
and strengthening capacities for public rela-
tions

» Considering cultural and natural values and
features of the local communities carefully

« Investing in the education of the local work-
force, especially youth

 Integrating a mechanism for collective self-
evaluation, experience exchange and coor-
dination with regard to environmental per-
formance and contributions to community
development into the practice of geological
companies

» Developing a corporate code that ensures
standardized practices for mining company
relations with local communities

« Increasing procurement from local suppliers,
and partnering with local agencies and NGOs
for the delivery of development projects and
services

When mining companies give money to social
development funds that operate without proper
oversight the results are less than optimal. The
companies can use their business experience to
influence the investment of social development
funds in more proactive and collaborative ways
to promote community development. Where

mining companies have used not only grants
but soft credits to support social development,
the business outcomes as well as the social de-
velopment benefits have been more substantial
and longer lasting.

In cases where the community does not trust
the mining company reports, the company can
engage others — the central government, NGOs
or international organizations — to validate the
reports and to communicate their faith in the
company’s presentation. Disaggregated report-
ing under the Extractive Industry Transparen-
cy Initiative may also help to fill this data gap.
The investment in local education can help the
company maintain its workforce across the full
range of job requirements.

Mining companies may also build positive
relationships with local communities by im-
proving their local presence — registering local-
ly, paying local taxes and maintaining a strong
local office for public relations and communi-
cations. Investments in a professionally trained
public relations staff and proactive efforts to
establish open transactions will smooth the
way for future negotiations over specific issues
of local concern. More and more companies are
benefiting from positive public relations, and
the practice of maintaining a public relations
office is becoming a trend in Kyrgyzstan. When
communities receive no information from min-
ing companies, or when the information they
do receive is inaccurate, resentments build. In
devising their strategies, companies that ac-
count for local socio-economic priorities and
cultural preferences are likely to be the most
successful.
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CENTRAL GOVERNMENT

Today, the central government of Kyrgyzstan
has the opportunity to become more active in
advancing the national interests associated
with economic development in the mining sec-
tor. Rather than take a wait-and-see attitude,
the central government can acknowledge that
conflicts exist, and assist in their resolution.
The central government’s strategic opportuni-
ties include:

» Developing a plan for identifying tensions
and mediating conflicts, and assigning re-
sponsibilities for the various tasks

Taking the lead on conflict mediation by es-
tablishing credible dispute resolution mech-
anisms

Establishing a rational and transparent sys-
tem for access to mine licence information
and for local community participation in
decision-making, including licence tender
commissions

Requiring sufficient trust funds from mining
companies to ensure environmental safe-
guards, community benefits and compensa-
tion for damage, remediation and unfore-
seen accidents

Encouraging mining companies to begin
community development efforts in the geo-
exploration phase to the extent feasible

» Ensuring available and reliable information
on environmental monitoring and the effects
of all aspects of mining through the estab-
lishment of cooperation with competent re-
search centres, NGOs and international or-
ganizations
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« Coordinating with local authorities on the is-
suing of mining licences and land-use plans

« Improving the competence of the selected lo-
cal authorities on all aspects of mining, from
exploration and feasibility studies to opera-
tions and mine closure

» Making efforts to improve the environmental
practices of small-scale miners through more
accessible permitting processes and banning
mercury and other aggressive chemicals use

» Improving public knowledge of mining by
working with local administrations and com-
munities, ensuring that information is well
communicated

« Providing effective protection of investments
against illegal actions of state officials and lo-
cal communities

 Incorporating a course of study on mining
into the school curriculum and organizing
seminars for teachers

The central government currently handles
mining conflicts on an ad hoc basis, but the
workload exceeds the capacity of the central
government to respond effectively. A strategy
that involves assigning specific roles to appro-
priate ministers, Members of Parliament and
local authorities may impose some order on
the situation.

While the central government is responsi-
ble for issuing mining licences, local authori-
ties are responsible for land-use permits. By
working with the locals, the central govern-
ment can reconcile conflicting land uses before
a licence is issued, and can consider any local
preferences with regard to companies applying



for mining licences. Such coordination would
encourage the trend on the part of the central
government to consult local authorities on
matters of local interest.

Kyrgyzstan’s State Agency on Geology and
Mineral Resources, with support from the Finn-
ish Geological Survey, has recently launched an
Internet-based mapping service with a wealth
of freely available geological information. This
base could be further expanded with informa-
tion from mining licence owners, and with
links to mining company Websites and access
to company progress and performance reports.
Such contributions to the mapping service
would greatly increase the access to and avail-
ability of information, and could open the way
to collect feedback from local communities and
NGOs on the performance of specific mining
sites.

If Kyrgyzstan wants to have a vibrant, world-
class mining sector, the country may need to
improve the general level of knowledge about
mining and minerals. With no formal edu-
cation on the subject, the population is vul-
nerable to misinformation and rumour. The
mining companies cannot provide all the nec-
essary education in public meetings, and may
lack credibility with their target audience. The
central government, however, is positioned to
encourage the inclusion of mining education
in the basic school curriculum. As the base of
knowledge expands, the population will reach
a better understanding of the value of miner-
als, the costs and technical obstacles to extrac-
tion and the relationship between mining and
the environment. Just as finding the mineral
resources is a necessary technical prerequisite
to ensure the commercial viability of a mining
project, creating trust and positive community
relations is a necessary social investment to en-
sure successful mine operations.

PARLIAMENT

The political involvement of Members of Par-
liament in a specific mining sector conflict
tends to make the situation more complicated,
but Parliament has a role to play in improv-
ing the overall context of mining development.
Parliament’s strategic opportunities include:

« Encouraging social development, local reg-
istration and the increased use of tripartite
agreements

» Requiring mining companies to provide a
detailed analysis of the social impacts of the
mining projects and their contributions to
community development

» Encouraging a sufficient rate of local so-
cial development contributions by mining
companies (the equivalent of 2 per cent of
mining costs, for example) and facilitating
transparent mechanisms for the transfer
and usage of these funds

» Encouraging the development of norms for
mining company reporting on social con-
tributions, environmental performance and
long-term plans

 Resolving conflicts that arise from contra-
dictory land uses

« Fostering responsibility related to civil pro-
tests and the enforcement of existing laws

The trend towards establishing social develop-
ment funds within a legal framework encour-
ages stability in the mining sector. Conversely,
when protests shut down mining operations,
and local law enforcement is unresponsive, in-
stability ensues.
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LOCAL AUTHORITIES

Local authorities may be able to support the
development of the mining sector and the so-
cial development of their communities by tak-
ing a more active and neutral role in local min-
ing conflicts, and by serving as the interface
between mining companies and the communi-
ties for development purposes. The strategic
opportunities for local authorities include:

« Participating in the tender commissions for
mining licences and in mining project advi-
sory groups to ensure effective and signifi-
cant contributions to local sustainable devel-
opment

« Elaborating programmes for local develop-
ment (which will also demonstrate the role
of mining sector in the area and its expected
contribution to development)

» Being strategic in the use of social develop-
ment funds (not only for repairs and human-
itarian assistance, but also for local business
development, making production competi-
tive)

« Establishing a database on land use (includ-
ing information on mining licence areas and
protected areas) or facilitating public access
to available databases

» Monitoring and reporting cases of unauthor-
ized mining

 Supervising the required procedures, and as-
suring the quality of mine closure and reme-
diation projects
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NON-GOVERNMENTAL
ORGANIZATIONS

Professional and civil society associations and
non-governmental organizations tend to ap-
pear on the scene when conflicts arise, and
often their presence adds to the complexity
and adversarial nature of the situation. These
players, however, have strategic opportunities
to contribute to the resolution of conflict. In
some cases, NGOs can play the role of facilita-
tor, and guide the mine development process.
Those individuals or organizations with spe-
cial expertise can also serve as mediators when
the conflict is more serious and the parties
have staked out what appear to be hard-and-
fast positions. International organizations can
bring a global perspective to the local situation,
and present the experience and best practices
of other places. And some organizations may
be helpful in coordinating the communica-
tions between mining companies and central
or local authorities, adding a professional and
impartial component to the transactions. The
strategic opportunities for non-governmental
organizations include:

« Supporting the introduction of and training
for social impact assessment, mapping of en-
vironment and security risks and other novel
approaches to social investments and com-
munity engagement

« Targeting projects and initiatives for conflict
mediation

« Monitoring regional and national mining
conflicts

« Watching the performance of mining com-
panies and authorities on environmental and
social impacts management, and holding
government to account for revenues from the
mining sector



« Participating in and delivering poverty re-
duction and economic diversification pro-
jects

» Providing business development support to
local producers

A Final Word

All of the parties to mining development in
Kyrgyzstan have a stake in the process. The
toolkit and this companion document seek to
help the parties protect their interests, express
their concerns in a constructive way and identi-
fy areas of joint benefits in ways that lead to the
prevention or resolution of conflicts, and to the
economic and social development of the region
in an environmentally responsible manner.

The international community is interested
in the stability and sustainable development
of Kyrgyzstan and Central Asia. Donors and
international experts from universities, NGOs,
the United Nations and other institutions
could be available to help the parties in striking
a balance among individual, local and national
needs; could participate in the process as fa-
cilitators, mediators and honest brokers in dis-
pute resolution; and could provide resources
and expertise to support development.
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