
Land Access & Resettlement
Insight Series

 

The Business Case for Obtaining a Social 
License to Operate

                                                      



 
 
 

 
What is a Social License to Operate? 
A Social License to Operate (SLO) exists when a project is seen as having the approval and broad 
acceptance of society to conduct its activities. 1  
 
It is not a license provided by civil authorities, or a product 
of an internal corporate process such as an audit of 
company practices.  
 
In addition, a SLO cannot be seen as a single license, 
granted by all members of a ‘community’ at a point in time 
– it is ‘renegotiated’ over time as people’s experiences, 
perceptions and opinions change. In addition, a SLO 
should be regarded as a continuum of multiple licenses 
with various groups in society.   
 
What is the ‘Business Case’ for obtaining a SLO? 
In addition to the clear need to address project impacts on affected communities, the bottom line is that if 
projects lack a social license to operate then it is going to hurt them directly in their wallets: 
 

• Schedule - Delays 
• Budget/ Cost Estimates – Increased costs (including staff time being diverted to manage conflict) 
• Reputation – Impact on share price and future opportunities 
• Lost Opportunity Costs – Lost value linked to projects, expansion plans, or sales that do not go ahead. 

 
The cost of business stoppages and delays can dwarf the cost of any social spend.  
 
Costs Associated With Conflict 
A study based on 50 cases of company-
community conflict found that loss of 
productivity due to shutdowns or delays in 
operations for “a major world class mining 
project with capital expenditure between 
US$3-5 billion equated to costs of roughly US$20 million per week of delayed production in Net Present 
Value (NPV).”2  In addition, not being able to develop a project at all can cost billions in share price                                                          
1 R. Boutilier, I. Thomson, Modeling and Measuring the Social License to Operate: Fruits of a Dialog between Theory and Practice. International Mine 
Management, Queensland, Australia (2011) 
2Cost of Company-Community Conflict in the Extractive Sector, Harvard Kennedy School, 2014

Steyn Reddy Associates (SRA) has launched a new 19 Part Series, which over the coming months 
will be taking a look at the key steps in the land access and resettlement process, from project 
assessment and planning through to negotiations and into implementation (physical resettlement, 
livelihoods restoration and moves) and monitoring & evaluation. 
 
We will also be looking at important related topics including government-led resettlement, cultural 
heritage management, land management and benefit sharing & community investment. 

“…a company’s relationship with society accounts for around 
30% of its market value.” (Lord Browne, Former Chief 
Executive of BP) 



 
 
 
 
 
reductions, reducing declared reserves, lost salaries and procurement spending, lost tax revenues.  In 
fact, the developers of a project in Argentina were forced to write down almost US$380 million in assets 
and forego development of US$1.33 billion in project reserves.3 
 
Reputational Risk 
Neglecting communities and the SLO has direct negative implications on shareholder value and reputation 
through consumer boycotts, losses in attracting talent or retention and fines.4 The Oil Spill in the Gulf of 
Mexico in 2010, severely damaged BP’s reputation, including a 55% drop in share price and led the US 
Government to halt any offshore licensing.  
 
Another example is the Minas Conga Project in Peru, where the company was forced to suspend 
construction at the request of the Peruvian government following community conflict. The estimated life 
production of the deposit was 15-20 million ounces of gold and 4-6 billion pounds of copper.5 
 
Returns on Investment   
A study of 19 publicly traded junior gold mining companies found that 2/3rds of the market capitalisation of 
these firms is a function of the individual firm’s stakeholder engagement practices, whereas only 1/3rd is a 
function of the value of the gold in the ground.6 
 

Implementation 
Practical Steps to Obtaining a SLO 

 

 
 

 
                                                         

3 Ibid. 
4 Sen, S., Gurhan-Canli, Z. And Morwitz, V. 2001. Withholding Consumption: A Social Dilemma Perspective on Consumer Boycotts. 
Journal of Consumer Research, 28(3): 399-417. 
5 Cost of Company-Community Conflict in the Extractive Sector, Harvard Kennedy School, 2014 6 Ibid. 

Setting Objectives 

• Define the core set of values or operating principles that are used to set the tone for the project’s 
overall operations 

• Set short, medium and long term objectives  
Policy Guidelines 

• Adopt an overarching policy framework to guide planning activities 
• Integrate framework guidelines from the applicable International Financial Institutions (IFIs) that 

have developed standards 



 
 
 
 

 

 
 

 

 
 

 
 
 
 
 
 
 

Stakeholders 

• Undertake a process of stakeholder identification and analysis 
• Identify any and all individuals, groups, organizations, and institutions interested in and 

potentially affected by the project or having the ability to influence the project  
Impacts 

• Conduct a thorough Impact Assessment to determine the potential effects related to key project 
infrastructure  

• Identify impacts in relation to project activities: Consider all project phases including planning, 
construction, operations, decommissioning, closure and post-closure 

Planning 

• Plan to minimize social impacts to the extent possible and maximize opportunities – Develop 
appropriate Management Plans 

• Ensure that all relevant issues, impacts, risks and opportunities are dealt with, and that the 
overall project can develop in a timely manner within budget, and/or operate without disruption 

Stakeholder Engagement 

• Establish effective communication between the project and each of its stakeholders - It is an 
ongoing process throughout the life of a project 

• Develop internal engagement, as it is critical to get other members of the project team to 
recognize that social is not just the responsibility of the community relations team 



 
 
 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Implementation 

• Actively implement the Management Plans  
• Implement plans through involving stakeholders/partners, closely managing schedules and 

budgets and, monitoring and evaluating implementation. Always be ready to adjust if necessary  

Monitoring & Evaluation 

• Monitor specific situations or difficulties arising from implementation, as well as compliance of 
implementation with standards 

• Evaluate emergent, mid-and long-term impacts of the project on the welfare of impacted 
households, communities, and local government 

• Involve stakeholders in M&E, including identifying how success will be measured 

Reporting 

• Provide stakeholders with feedback on progress and issues, in particular, asking the question: Is 
the project doing what it says it would? 

• Take into account, Who is your audience? What is the issue or risk? What is the stakeholder 
level of understanding? What is the project phase? What is the frequency of reporting? 



 
 
 
 
Summary of Key Steps to Obtaining a SLO 

 
 
 

 
 
 

 
 

 


