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About this report

Developing and maintaining a social licence to operate is rapidly becoming core business  
for resources companies. Community investments are just one part of the many aspects  

of social licence to operate but can be an important foundation for sustaining the viability 
of resource projects in Australia and overseas. Resource companies are making substantial 

investments to enhance economic and social opportunities for affected communities as part  
of establishing their social licences to operate. Understanding and measuring the value created 
by community investments (part of the wider investments made by companies through areas 

such as taxes, royalties, development and employment) drives more transparent and effective 
outcomes for companies, communities and other stakeholders.

This special report from KPMG looks at the methodologies, challenges and 
considerations for resources companies when valuing community investments.
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At a glance
•  Developing and maintaining a social licence to operate is rapidly 
becoming core business for resources companies and community 

investments are now a vital part of viable resource project development.

•  Community investments form one plank in a range of investments  
and contributions made by resource companies to communities  

such as taxation, royalties and employment.

•  While there is an expectation that community investments deliver  
value for money, this is difficult to demonstrate without measuring  

both financial and non-financial impacts.

•  Companies that can measure the value of their community investments 
can make better investment decisions for the mutual benefit  

of all stakeholders.

•  Measuring the value of direct corporate investments in affected 
communities draws on social evaluation and engagement methodologies 

as well as economic valuation techniques.

•  Considerations include on-the-ground engagement, understanding 
perceptions of value, understanding the major contributors  

to value and alignment with community sentiment.

•  With a knowledge of the value created by particular investments, 
companies can undertake an analysis to help optimise future investments.

•  There are measurement challenges in this process, however measuring 
value can bring about profound insights that strengthen company and 

community relations. 

© 2013 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),  
a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International Cooperative  
(“KPMG International”). Liability limited by a scheme approved under Professional Standards Legislation.



© 2013 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),  
a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International Cooperative  
(“KPMG International”). Liability limited by a scheme approved under Professional Standards Legislation.



Contents

1 Why measure the community dividend? ................................ 2

2 Chapter 1: What is a social licence to operate? ..................... 4

3 Chapter 2: Resources industry out in front ............................ 6

4 Chapter 3:  Creating shared value ..........................................10

5  Chapter 4: Valuing the impact of community investments ...12

6 Chapter 5: Avoiding common measurement pitfalls ............ 26

7 Chapter 6: The way forward ....................................................... 28

8 How can we help you? ......................................................... 30

Note: All figures in Australian dollars unless otherwise stipulated.

© 2013 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),  
a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International Cooperative  
(“KPMG International”). Liability limited by a scheme approved under Professional Standards Legislation.



2 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

Why measure the 
community dividend?

Australian resources companies are playing a key role in transforming 
communities, both locally and globally, through a range of community 
investments that support the establishment of a social licence to operate. 

While governments issue a range of legal, regulatory and compliance licences, 
at the national, state and local project levels, networks of stakeholders issue 
social licences. Without both, a project may grind to a halt, be delayed or fail  
to get off the ground. With both, communities can be empowered and 
supported to develop, thrive and benefit from the resource development 
occuring in their region.

Resource companies spend millions annually to achieve both regulatory and 
social licences. The social licence alone attracts many forms of community 
investment including infrastructure, education and training, health, recreation 
and community sponsorships, to name just a few. A shared vision of the 
future, social progress and economic opportunity underpin the social licence  
to operate.

The social licence to operate is growing in prominence as community 
expectations increase and forms of economic empowerment by affected 
communities becomes increasingly enshrined in the legal frameworks 
of resource rich host nations. The social licence to operate will define 
relationships between resource companies, governments and communities 
into the future. 

Companies are compelled to view their community investment activities 
through a new lens. Like any investment undertaken for commercial reasons, 
community investments must also ‘stack up’ and demonstrate value for 
money. This requires companies to adopt a broader definition of value that 
includes the social worth of the investment and developing a means of 
measuring shared value. 

KPMG presents an approach that draws on social return on investment 
methodology and our own experiences of engaging with diverse community 
groups on complex social issues for the purposes of evaluating and valuing 
social impact. We encourage resource companies to take up the challenge 
of social impact measurement as community and market expectations of 
resource companies in the social licence to operate space grows. 

Companies that understand the value created by a community investment 
program can determine how and where value has been created. It should 
result in better targeted and more efficient outcomes. Ultimately, it positions  
a resources company to achieve more value (possibly greater than expectation) 
from its community investment budget. 

A shared vision 
of the future, 
social progress 
and economic 
opportunity 
underpin the 
social licence  
to operate.
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By taking up the challenge, resource companies can gain competitive 
advantage by: 

• gaining deeper insight into the impact (positive and negative) they are 
having on all stakeholders 

• understanding the financial impacts for the company and the community  
of investments

• learning what is and is not working, and use this information to optimise 
future investments

• strengthening management and monitoring systems

• communicating shared value in a universal language to investors  
and stakeholders alike

• demonstrating social licence to operate credentials to open up new 
markets, and

• build deeper, longstanding relationships and partnerships with communities.

The social licence to operate imperative will drive resources companies  
to seek better community investment measurement methodologies, 
and in the process become more sophisticated in assessing their social 
impact performance. As approaches evolve, the community, companies 
and the market will more fully comprehend and value the societal change 
being delivered and most importantly, the positive legacy that resource 
development can leave for generations to come.
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4 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

The notion of a social licence to operate is deceptively 
simple, yet without one it is difficult for a mine to 
operate effectively or profitably. According to the 
CSIRO, an operation is said to have a social licence 
when it achieves ongoing acceptance or approval from 
the local community and other stakeholders who can 
affect its profitability.1

Within the context of the mining industry, the Minerals Council of Australia 
describes a social licence to operate as an unwritten social contract. It goes 
on to suggest that “unless a company earns that licence, and maintains it on 
the basis of good performance on the ground, and community trust, there will 
undoubtedly be negative implications”.2

Some have likened a social licence to operate to a bank of goodwill and trust, 
the credits in which can be drawn upon when a commercial entity encounters 
difficulties with the communities and interest groups with which it co-exists 
and interacts.

Others claim that a social licence to operate can be categorised according 
to the nature of the community attitudes on which it is based, ranging from 
disapproval and rejection through to acceptance, support and psychological 
identification at the other end of the spectrum. Others understand a social 
licence to operate as a set of dynamic, evolving relationships.

However, the practical realities of any social licence to operate tend to  
be characterised by high levels of complexity, uncertainty and ambiguity. 
As well, a social licence to operate is essentially intangible. As such it can 
be categorised as an intangible asset alongside such items as goodwill, 
intellectual property, patents and trademarks. Of course, placing an actual 
monetary value on a social licence to operate comes with its own set  
of challenges and uncertainties.

Its intangibility does not mean that the existence or absence of a social  
licence to operate cannot have significant consequences. Right now, for 
example, the coal seam gas industry in Australia is struggling to obtain  
a social licence to operate to expand its operations across eastern Australia. 
If it fails in its quest, the industry faces severe restrictions on its operations, 
impeding its expansion and its ability to attract capital. Billions of dollars in 
future investments and revenues are at stake. Some would argue that the 
future health of some of our most productive farmland is also at stake. 

Chapter 1:  
What is a social licence  
to operate?

 A social licence 
to operate is 
quite distinct 
from the formal 
licences, permits 
and concessions 
granted by 
governments 
and their 
agencies.

1.  www.csiro.au/en/Organisation-Structure/Flagships/Minerals-Down-Under-Flagship/mineral-futures/ 
Project-Social-licence.aspx#What (accessed August 2013).

2.  Minerals Council of Australia 2005, Enduring Value: The Australian Minerals Industry Frameworks  
for Sustainable Development www.minerals.org.au/file_upload/files/resources/enduring_value/ 
EV_GuidanceForImplementation_July2005.pdf (accessed August 2013).
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Interestingly, in Australia, the coal seam gas issue appears to have originated 
in a series of highly localised disputes that subsequently coalesced into 
regional and national campaigns.

Resource companies throughout Australia and the world openly acknowledge 
the importance of maintaining a social licence to operate and are devoting 
substantial resources to the task. Companies are first recognising the 
‘precautionary principle’ by implementing and demonstrating sustainable 
business practices in advance of investing in communities. Companies are 
extending corporate social responsibility and corporate citizenship programs to 
reinforce their social licences. Others are seeking to devise entirely new ways 
to engage with communities to tackle complex social and economic problems. 

These initiatives are often based on market and commercial principles and 
processes and draw on corporate finance, technological and management 
resources. They involve a lot more than simply handing out cheques. 
Proponents of such programs are often unapologetic in that it is not only  
the right thing to do, it is ‘good business’. Investment programs are also  
based on the belief that it is difficult to sustain viable businesses in failing  
or dysfunctional societies. 

Investments by resources companies to earn, maintain and enhance their 
social licences to operate are undertaken for various reasons that range from 
regulatory compliance through to risk mitigation, community compensation 
and for the purposes of shared economic opportunity.

These forms of investment are mutually reinforcing and are inseparable from 
the point of view of the social license to operate. Formal licences, permits and 
concessions granted by governments and their agencies are critically related to 
the social licences to operate. For example, a legal entitlement to operate can 
be on shaky ground without corresponding community support.

“ Insisting on a responsible approach to mineral 
development helps us gain and maintain our licence  
to operate. It provides confidence to all our 
stakeholders, enabling better access to the  
mineral resources, people and capital we need,  
and enables us to bring long-lasting benefits  
to the places where we work.” 
Rio Tinto, Sustainable Development 2012 Report

www.riotinto.com/our-commitment-107.aspx (accessed August 2013).
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6 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

Resources projects tend to have large impacts on 
neighbouring communities. They sometimes raise 
significant environmental and conservation concerns, 
and can present a range of important health, safety and 
community welfare issues and opportunities. There can 
be vigorous debates about how the taxes, royalties and 
other revenues garnered from resource projects should 
be used, evidenced by the debate surrounding Mining 
Resources Rent Tax (MRRT) and royalties, that has 
ensued for the past years in Australia. Ordinary citizens 
often develop strong views about whether  
or not particular projects should go ahead. 

Over time many industries have become more conscious of the social licence 
to operate concept and have begun adapting their business strategies and 
operations to accommodate it. This paper concentrates on social licences 
within the resources sector. However, KPMG expects the discussion will be  
of value to organisations in other sectors. 

Our emphasis will also be on the interaction between resource projects  
and their affected communities. In some instances the nearest community 
might be a remote Indigenous settlement with little in the way of physical or 
social infrastructure. These encounters are challenging yet often highly valued 
by communities and companies as engagement progresses.

Elsewhere projects may encounter larger, long-established communities  
with quite different concerns and grievances about what is being proposed  
or what is already happening. Companies need to think carefully about how 
they are going to engage with these different communities to ensure that 
investment will maximise positive impact. 

Chapter 2:  
Resources industry 
out in front
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The Community Investment Dividend Measuring the value of community investments to support your social licence to operate 7

Discretionary community investments, as opposed to those undertaken 
for regulatory and compliance reasons, offer enhanced opportunities for 
companies to engage communities and influence positive change.

Companies are increasingly adopting policies and approaches which have  
at their core a respect for human rights as the premise for underpinning 
business success.3  This shift reflects recent developments in business and 
human rights, such as the revision of the OECD Guidelines on Multinational 
Enterprises4 and the endorsement of the UN Guiding Principles on Business 
and Human Rights5. 

Research conducted by KPMG on publicly available information reveals that  
in 2011-12, six leading energy and natural resources groups invested over 
A$700 million in communities affected by their operations (Figure 1). These 
investments can be categorised into five broad community investment types. 

Figure 1: Top 5 community investment types – six leading resource’s companies. Source: KPMG Research 

“We have an economic and social responsibility to contribute in  
a positive way to the communities, regions and countries where  

we operate. By developing partnerships with our host communities, 
we are helping to foster sustainable development, share the  
socio-economic benefits from our operations and alleviate poverty.” 
BHP Billiton – making a positive contribution

3.  Rio Tinto 2013, Why Human Rights Matter: A resource guide for integrating human rights into 
Communities and Social Performance work at Rio Tinto, January 2013.

4. OECD, OECD Guidelines for Multinational Enterprises, 2008.
5.  United Nations Human Rights Office of the High Commissioner, Guiding Principles on Business  

and Human Rights: Implementing the United Nations “Protect, Respect and Remedy” Framework, 2011.
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8 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

Some examples of investment within our analysis include:

• BHP Billiton, which has established an independent charitable company  
to manage the disbursement of funds to community projects globally6

• Rio Tinto, which has a sustainable development strategy, that includes 
initiatives such as The Future Fund, to bring long-term benefit to the 
communities in which they operate7,8

• GlencoreXstrata, which has made multi-million dollar investments  
in ‘voluntary’ community initiatives9

This emphasis on affected communities is important for a number  
of reasons including:

1   Investing in communities that are affected either directly or indirectly by 
the company’s activities, contributes to the wellbeing of those physically 
and psychologically closest to the project. 

2   The most important needs and opportunities in affected communities may  
be obvious, or at least identified relatively quickly, allowing resources  
to be targeted for maximum effect. 

3   Regular face-to-face contact promotes communication and dialogue  
and can create a basis for mutual trust and respect. It helps if managers 
and supervisors also live in the community. 

4   When a sizeable part of a project’s workforce resides in an affected 
community, well designed assistance to that community provides  
the employees concerned with additional ‘psychological remuneration’. 
Morale and productivity may also benefit. 

5   Strong local support and endorsement of a project and/or company 
fortifies against more remote but potentially powerful groups seeking  
to undermine the venture.

According to the IFS, consultation is a two-way process of dialogue between 
the project company and its stakeholders. Stakeholder consultation is really 
about initiating and sustaining constructive external relationships over time. 
Companies that start the process early and take a long-term, strategic view 
are, in essence, developing their local ‘social licence to operate.’10

These engagements can provide important platforms for measuring social 
impact because they can yield important information about the basic needs  
and aspirations of the community, the types of community investments that 
would likely generate positive outcomes and the process by which this change 
would occur for different community groups. They can also provide insight 
for the company on opportunity for shared value creation through mutually 
beneficial investment.

Regular face-
to-face contact 
promotes 
communication  
and dialogue  
and can create a 
basis for mutual 
trust and respect.

6. www.bhpbilliton.com/home/aboutus/sustainability/Pages/Community.aspx (accessed August 2013).
7. www.riotinto.com.au/ENG/communities/index_communities.asp# (accessed August 2013).
8. www.ciwa.riotinto.com/our-operations.aspx (accessed August 2013).
9. Xstrata, Creating shared value Sustainability Report 2011, p47.
10.  International Finance Corporation Stakeholder Engagement 2007: A Best Practice Handbook for 

Companies Doing Business in Emerging Markets, International Finance Corporation World Bank Group.
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The Community Investment Dividend Measuring the value of community investments to support your social licence to operate 9

Case study: Coal Seam Gas

The changing nature of social licence to operate 

The development of Australia’s 
coal seam gas (CSG) resources 
brings into sharp focus the 
realities of achieving a social 
licence to operate. It often hinges 
on balancing strong stakeholder 
interests over hotly contested 
issues such as land access rights. 

A disciplined, stakeholder centric 
value can support communication 
and help demonstrate the merits 
of arrangements agreed between 
stakeholder groups. It could 
ultimately form part of the solution 
to what will be one of the defining 
social licence to operate issues in 
Australia this decade.

The issue of the CSG industry 
underpins a larger social licence 
to operate picture emerging 
in Australia where changing 
technology, society’s attitudes 
toward the environment and the 
structural shift in our economy 
have created new challenges 
for companies seeking access 
to natural resources and for 
governments with the task of 
ensuring an appropriate legal and 
policy environment. 

The successful granting of a 
social licence to operate in this 
case, will be largely dependent 
on stakeholders reaching mutually 
satisfactory arrangements for 
addressing tensions over land 
access rights and impacts from 
resource extraction.These tensions 
mainly exist between access 
rights for the purposes of resource 
exploration and extraction on one 
hand, and the rights of landholders 
to protect their livelihoods and 
property assets on the other. 

Traditionally Australia’s land access 
regulations oversaw mining access 
to areas that were largely remote 
and impacted on a small number 
of large properties and smaller 
populations. That history of local  
 

community engagement has built up 
over time and is challenged by the 
development of the CSG industry.

Although, CSG has been undertaken 
in a small way in Australia since 
the 1960’s, recent technology 
developments in the US and 
increasing local and offshore energy 
demands means the economic 
imperative for expansion of the 
industry in Australia is unlikely 
to recede. This has bought CSG 
exploration and extraction demands 
to the doorsteps of more established, 
densely populated, and arguably 
more influential, communities. 

The industry is developing in areas 
that have already established land 
use and access rights in farming and 
stakeholders with little experience 
engaging with the resources 
industry. These landholders largely 
have autonomy to undertake their 
living on the land. For the resources 
industry, these stakeholders are 
different from those encountered  
at remote mine sites and require  
a different approach. 

Major issues for CSG industry 
that are of concern to the local 
communities and regions in 
which they operate, are potential 
environmental impacts on 
resource extraction activities, 
impact on water resources, the 
impact of process of fracking 
and its associated chemicals and 
the management of brine and 
co-produced water. 

The challenge for the resources 
industry is responding to these 
concerns in a way that engages 
with diverse stakeholder groups 
with very different needs and 
a desire for greater control of 
outcomes. The calls for farmers  
to be able to have the right to veto 
land access is one such example. 

The challenge for governments 
is creating a framework that 
recognises appropriately the rights 

of all stakeholders in multiple 
land use. The Council of Australtia 
Governments (COAG) Standing 
Council on Energy and Resources 
agreed to a national harmonised 
framework for CSG development 
touching many of the above issues. 

Underpinning any such framework 
is the notion of co-existence 
under which there is a shared 
commitment to agreed land-use 
principles, including delivery of good 
outcomes for affected communities. 
Investments under this kind of 
framework will need to satisfy these 
principles and deliver benefits to, or 
at least protect the interests of, each 
key stakeholder group. 

A disciplined approach for measuring 
shared value that effectively engages 
stakeholders, can demonstrate  
the merits of arrangements agreed 
between key groups. While not a 
panacea for this complex issue, 
shared value measurement could 
potentially help drive the creation  
and preservation of the social licence 
to operate by:

• yielding robust data on the 
costs and shared value of the 
arrangements by stakeholder 
group

• identifying and quantifying value 
in all its various forms such as 
‘value protected’ (through risk 
mitigation investments) as well 
as ‘value created’

• providing a basis for 
communicating shared value 
to stakeholders in the common 
language of dollars

• promoting an understanding of 
how the relevant investments 
drive value for stakeholders 
and using this information to 
encourage community buy-in

• creating a framework and a 
process for bridging the divide 
between stakeholder groups 
with diverse and opposing views.
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10 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

Many companies undertake community investment 
activities with the specific objective of earning  
and protecting their social licence to operate.  
Some investments are required to comply with  
regulatory and legislative requirements and mitigate  
the negative impact of operations. Others are 
discretionary and designed to create opportunities  
for economic participation by affected communities. 

Companies are fast realising the commercial and community benefits arising 
from investments founded on such principles.

In South Africa, Anglo American have taken up the fight against HIV through 
an active program of voluntary HIV testing and free treatment for workers 
testing positive. Healthier workers are more productive and take less time off 
and Anglo American reports both social and business benefits of its health 
programs. It is reported that Anglo American’s record in tackling HIV may help 
it secure the social licence to operate to mine in other regions where virulent 
diseases such as malaria, are present11.

To further illustrate how companies can create shared value we consider the 
example of a resource company faced with increasing food supply costs. 
They provide advice to local producers on farming practices, guarantee their 
bank loans, help source stock, pesticides and fertilisers on their behalf, and 
introduce quality monitoring. These initiatives result in improvements in farm 
production and food quality (Figure 2).

The investment creates value for the farmer by reducing costs and increasing 
revenues. Improved farming practices reduce land degradation while increased 
revenues mean farmers can better pay for their families’ education, housing 
and health care needs. Farmers may even be able to hire additional workers 
and thereby contribute further to sustainable livelihoods in the local economy.

The benefit for the resources company, is that by sourcing produce locally  
and monitoring quality, they can avoid the costs of potentially expensive 
imports. Better quality produce can lead to a healthier workforce, higher 
productivity and lower costs of employee absenteeism through illness,  
poor nutrition and related complaints. The improved goodwill of local  
suppliers can reduce the likelihood of organised or unplanned activities  
(for example sickness) which may disrupt the company’s operations.

Chapter 3:  
Creating shared value

11.  Schumpeter, Sex, drugs and hope: How big business fought AIDS in South Africa, The Economist,  
13 April 2013, p63.

...done well, 
community 
investments 
can establish 
mutually beneficial 
relationships 
between a company 
and its local 
stakeholders.
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The Community Investment Dividend Measuring the value of community investments to support your social licence to operate 11

The example demonstrates that, done well, community investments can 
establish mutually beneficial relationships between a company and its local 
stakeholders (refer Figure 2). However, typically companies are happy to tell  
us about what they have invested in and the cost of the investment, yet often 
fail to measure its effectiveness. 

The challenge is that some of these benefits are difficult or impossible  
to value in financial terms. 

That does not mean we should not try to value them –  
the question is how?

One of the main reasons for failing to measure the social benefits of 
investments is that many of these are non-financial by nature. This makes  
it difficult to place a value on them so they often get overlooked and only  
part of total value gets measured. This is entirely deficient when it comes  
to community investments where non-financial social benefits are an 
important and expected outcome. Just because many impacts are non-
financial, doesn’t mean we should not try to measure them. This is where 
various economic valuation techniques designed to value impacts that don’t 
have a market price are utilised.

These techniques use financial substitutes or ‘proxies’ to value non-financial 
impacts. With a notional monetary value estimated for both financial and non-
financial impact, it is possible to directly compare and better integrate them 
into analysis and decision making.

Figure 2: Shared value from sector investment. Source: KPMG 

“Our aim is to support the mining companies in Ghana establish a social 
licence to operate. Examples of this have been the establishment  

of local farming co-ops to provide fresh produce for the construction phase 
of projects, as well as providing school and medical supplies to communities 
local to the projects with which we have involvement.” 
Peter De Leo, Managing Director, Lycopodium Minerals Ltd 
WA Mining Club, Minesite, Annual 2012, p31.
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12 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

KPMG has identified four areas of focus for resource 
companies seeking to measure the shared value of their 
community investments. Each area of focus raises key 
questions designed to assist companies perform a robust 
analysis that stands up to the scrutiny of stakeholders and 
helps companies make better community investment 
decisions that also make good business sense. 

Identify and
prioritise

1
Establish
change

2
Calculate

impact

3
Analyse and
track value

4

 

Shared value

Figure 3: Four Step Social Licence to Operate Measurement Process Source: KPMG

Chapter 4:  
Valuing the impact of 
community investments

Identify and prioritise1 2 3 4
Identify and prioritise a suite of investments with potential to deliver 
both community and company value. This involves three key steps:  
what is the basic need, who is affected and how, and how can 
investment options be prioritised.

What is the basic need? 

The basic needs of the community can be identified through engagement  
with the Local Government and relevant stakeholders up front. In parallel,  
the company can use infrastructure and service benchmarks to identify gaps in 
physical infrastructure, services and human capital. Similarly, the requirements 
of the company need to be identified, for example, access to fresh produce,  
an improvement in community health, increased levels of community education 
– all of which may also have commercial implications for the company for 
example where these factors impact on employee health and productivity.

The focus areas draw broadly from social return on investment methodology 
and KPMG’s experiences of engaging with diverse and marginalised 
community groups on complex social issues for the purposes of evaluating 
and measuring social impact. The approach is disciplined, yet flexible and can 
be applied to undertake social impact measurement in a range of different 
settings each with unique characteristics and different stakeholder dynamics. 
The approach below is presented for estimating future impacts arising from  
a proposed investment, but can equally be applied for evaluating the impacts 
of past investments.
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Case study: What is the basic need? 

Infrastructure and Services Benchmarking 

An infrastructure and services model can provide companies and communites with an effective way to 
understand the requirements that a community may have to support resource development. Further, it can 
identify short-falls and gaps and assist in appropriate resource allocation.

Project background

A large Queensland regional council engaged KPMG to develop an Infrastructure and Services Model (ISM). 

The ISM mapped mining activity in the region, defined the size and distribution of the resident and non- 
resident population and developed an infrastructure and services benchmarking model to measure the level  
of infrastructure and service provision. The ISM included 38 infrastructure and service benchmarks ranging from 
hospitals and churches to landfill. 

The ISM identified what services and infrastructure were required by residents only and what were required  
by residents and non-residents combined. 

What was involved

• Analysed existing demographic characteristics of the region including defining the resident and non-resident 
population (FIFO/DIDO).

• Developed benchmarks for infrastructure and services required in the area covered by the Isaac  
Regional Council.

• Confirmed existing and proposed mining activity in the region. 

• Developed the ISM and outlined our approach and assumptions.

• Presented the findings of the ISM to local communities, media, business and government. 

• Provided a summary of the key infrastructure and services that were currently in balance and those  
that were under supplied. 

Outcomes

The findings from the ISM – developed by KPMG – provided the regional council with a prioritised list of 
services and infrastructure currently undersupplied when compared with the benchmark average. The ISM 
findings showed that health and emergency service provision were significantly undersupplied and what was 
most needed was a health centre staffed by permanent health professionals.

The ISM provided the Council with a tool to identify the theoretical shortfalls in service and infrastructure 
provision and thereby assisted the Council in managing funding and resource allocation in line with service 
standard. The ISM forecasted the cumulative impact that increased mining activity would have on the demand 
for local infrastructure and services. The ISM provided a framework for the Council and mining companies to 
work together to deliver the infrastructure and service provision required to meet the desired standard of living 
for sustainable communities.
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Who is affected and how? 

Identifying the key stakeholders likely to be affected by particular investments 
is an important aspect of identifying investments. The size of the stakeholder 
group is obviously important, as is the relative influence of the group in gaining 
overall community acceptance and the likely impacts of the investment on  
that group. The company itself should also understand the benefits likely 
to be extracted from a proposed investment.

This is the step where trust is established. This is where engagement with 
the communities needs to happen the most as stakeholders will have their 
own priorities, some of which might not be realistic and through negotiation 
and hard data might lead to managing expectations as to achieve mutually 
acceptable outcomes.

Understanding how particular stakeholders will benefit requires mapping the 
‘cause and effect’ relationship between investments and desired benefits.  
A logic map (Figure 4) is a useful way of visually representing the relationship 
between inputs, outputs and benefits. A map should be completed for all key 
stakeholders, including the company.  
 

Inputs Outputs Outcomes Impact*

What  
goes in?

What  
comes out?

What is the 
result?

What is the 
net value of 
the result?

Community • Money

• Materials 
Community 
contributions

• School

• Education 
program

• Health 
program 
Recreational 
facility

• People are 
employed

• Children 
are 
educated

• People are 
healthier

• Employee 
wages

• Cost of 
hospital visit

• Value of 
leisure time

Company • Employees 
take less 
time off 
work 

• Company 
employs 
more local 
labour 

• Workers 
are more 
productive

• Avoided 
cost of 
temporary 
labour 

• Avoided cost 
of imported 
labour

• Worker 
productivity 
(wages)

* The net value is calculated by dividing the total (adjusted) value of outcomes by the total value of inputs. 
The value of outcomes is adjusted to capture only the value that arises as a result of the investment 
which is the impact.

Figure 4: Logic map for community investments. Source: KPMG 
 

How can investment options be prioritised? 

Ideally, community investments should aim to optimise shared value, in 
that they should balance the value delivered to affected stakeholders with 
that delivered to the company. Where a company understands how benefits 
flow to itself and the community, it can invest with the aim to maximise both. 
Multi-Criteria Analysis (MCA) is a useful method that can be used to prioritise 
investments at this stage. 

Investment options can be assessed by assigning a qualitative ‘score’ for 
each investment against a set of criteria on the basis of how likely it is that 
the investment will satisfy the criteria. Relevant criteria could include the 
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relative size of the benefit, the influence of the stakeholder group, and an 
investment’s ability to deliver benefits to the company and community.  
The weighted scores can be totalled and investment options ranked. 

For example, if three options for investing in a voluntary community health 
assessment program were identified and assessed against a set of criteria and 
scored, the multi-criteria analysis could look similar to Figure 5. In this case 
the most important criteria is community acceptance, which is assessed as 
being the most critical factor in the success of the program and carries a 50% 
weighting on the final score. By scoring each option against the criteria and 
multiplying the score by the weighting, Option B, emerges as the front-runner 
with a total score of 2.4 over competing options A and C. 

Health Assessment Program Option A Option B Option C

Criteria Weighting Raw Wtd Raw Wtd Raw Wtd

Worker acceptance 50% 3 1.5 2 1 1 0.5

Quality/best practice 30% 1 0.3 3 0.9 3 0.9

Community benefit 15% 1 0.2 2 0.3 3 0.5

Implementation risk 5% 1 0.1 3 0.2 2 0.1

Total score 100% 6 2.1 10 2.4 9 2.0

Scoring: 1 = partially satisfies criteria, 2 = satisfies criteria, 3 = exceeds criteria

Figure 5: Multi-criteria Analysis example. Source: KPMG 
 

The MCA tool is useful where it is not possible to quantify and assign 
monetary values to all the impacts of an option. With improvements in 
obtaining good cost and value information, more sophisticated tools can be 
used such as the Shared Value Frontier Curve presented later in this paper. 
However, MCA can complement more sophisticated tools by offering a way of 
systematically assessing options against a range of investment nuances such 
as the extent to which the investment is aligned with stakeholder perceptions 
or is consistent with the prevailing political will of local authorities.

”The Australian coal industry places premium value on maintaining  
its social licence to operate. In order to do so, the industry promotes 

the pro-active steps that it is taking to address impacts on the environment 
and some local communities, and works with those communities and 
governments to address concerns as they arise. The objective is to ensure 
the responsible, long-term development of Australia’s coal resources in  
a manner that is accepted and supported by the Australian community.”
Australian Coal Association, Social Licence to Operate6

6. http://www.australiancoal.com.au/social-licence-to-operate.html.

© 2013 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),  
a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International Cooperative  
(“KPMG International”). Liability limited by a scheme approved under Professional Standards Legislation.



16 The Community Investment Dividend Measuring the value of community investments to support your social licence to operate

Establish change1 2 3 4

Armed with a theoretical basis for delivering benefits to the community  
and the company, together with a high level assessment of options,  
we can now establish whether proposed investments will in fact deliver 
the anticipated change (benefits) in the eyes of the community and 
company stakeholders. 

How will stakeholders be engaged? 

We are seeking information on how the proposed investments will change 
the lives of affected community members and other stakeholders, measuring 
the extent of the likely change and the likely outcomes. We are also seeking 
information on how stakeholders value these outcomes. 

Diverse community groups such as local government bodies, community 
associations and non-government organisations with varying interests will 
require different approaches if the company is to build trust and respect  
and elicit the information required to deliver meaningful benefits.

Engaging with Indigenous communities and organisations requires particular 
preparation. When engaging with Indigenous stakeholders, cultural and 
language differences may need to be overcome. KPMG have developed 
consultation guidelines12 for staff to plan such engagements and draw on 
externally culturally appropriate expertise as required. Our teams would 
include personnel with place-specific cultural awareness training, for example, 
and an understanding of Indigenous community governance issues and the 
application of Indigenous development theory.

KPMG has applied these guidelines in its recent engagement with the Kuruma 
Marthudunera people who live in and around mining communities in Western 
Australia’s Pilbara region. With a particular focus on housing, KPMG advised 
on practical and sustainable strategies for ensuring that the benefits of land 
access payments from resource companies are maximised over the long term 
via socially, culturally and economically sustainable investments in housing and 
business development. 

12.   Bromley, N, and Taylor, J. Working with Indigenous Communities: KPMG Australia’s National Health  
and Human Services Practice Guidelines, November 2012.

13.  Jason Cameron, Social License to Operate: an interview with Bruce Harvey Global Practice 
Leader Communities and Social Performance, Rio Tinto, Rio Tinto Website video,  
www.riotinto.com.au/ENG/communities/index_communities.asp (accessed August 2013).

Rio Tinto adopts a ‘community agreement making’ 
approach in which it seeks broad-based community 
consent in the form of a formal contract including 
provisions to hold the parties to account. With no  
cost overruns or project delays resulting from a social 
issue in Australia for 10 years and similar trends 
experienced overseas.13

KPMG has 
developed its own 
set of guidance 
notes for engaging 
with Indigenous 
people in general 
and remote 
communities.
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What measurement tools are required? 

Various tools and approaches can be used to measure the extent to which 
expected benefits are being realised. One example is The Outcomes Star™ 
tool which can be used to measure progress by the intended beneficiary  
of a program or investment toward achieving expected goals. 

There are 15 versions of the Outcomes Star that have been adapted 
for different client groups and services, including for measuring positive 
outcomes with regard to community involvement; families; drug and alcohol 
managements; mental health; employment and general well-being.

The Outcomes Star tool consists of a number of scales based on an explicit 
model of change and maps out the pathway towards a defined outcome. 
Expected progress is clearly defined at each stage of the pathway and plotted 
via a survey technique. Figure 6 shows the progress of an example beneficiary  
of an investment in a community mental health program. 

The Outcomes Star illustrated in Figure 6 shows that the beneficiary has made 
some progress toward achieving positive mental health outcomes represented 
at each ‘point’ of the star. This is measured as the ‘change’ that has occurred 
over time. The beneficiaries pre-investment scores are represented by  
the green circle, and the blue circle represents the post investment scores. 
The degree of change helps to inform the valuation in subsequent stages  
of the approach.
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Figure 6: Outcomes Star Tool Source Triangle – showing progress of outcomes of a community  
mental health program14

14. Outcomes Star website, www.outcomesstar.org.uk (accessed August 2013).
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Another example is the ‘beneficiary perception report’. It is a confidential 
survey used to obtain feedback and insights from a program’s ultimate 
beneficiaries. It gathers comparative data from beneficiaries about an 
organisation’s (or program’s) performance compared to other organisations/
programs to help better understand performance and inform strategies.

This approach featured in ‘YouthTruth’, a national survey project that gathers 
actionable feedback from students. Developed by The Centre for Effective 
Philanthropy in partnership with The Bill & Melinda Gates Foundation, the 
project offers schools, districts/networks, and funders the opportunity to gather 
valuable, actionable feedback from high school students about the strengths and 
weaknesses of their schools and introduces a powerful mechanism for helping 
assess whether reforms are achieving their intended impact15.

‘Learning with Constituents’16 is yet another tool with different options  
for gathering and documenting evidence of change. Its features include: 

• large-scale surveys that generate detailed feedback from people on many 
specific aspects of an organisation’s behaviour and performance 

• various structured dialogue techniques such as focus groups, world café, 
and others which probe into the views of small groups of people 

• change journals in which people record the informal feedback and changes 
that they observe on a daily basis.

This approach provides a disciplined framework to obtain and measure 
changes in stakeholder views and experiences blending qualitative and 
quantitative information as a means of mapping the process by which an 
investment leads to positive change, documenting the evidence that change 
has occurred and measuring that change.

Can the options be better refined? 

Through the process of engagement and consultation the likes and dislikes, 
views and preferences of different stakeholder groups will become apparent. 
It may also become apparent that there are other stakeholder groups or 
sub-groups with a vested interest in the proposed investment or that the 
process yields a number of unintended impacts. It is important that the 
initial assumptions are revisited and refined if necessary. This could include 
refinements to initial assumptions around the quality and scale of a proposed 
program, the extent to which it services a genuine need in the community, 
methods of delivery and the proposed timing of the investment. 

It is important that the 
initial assumptions are 
revisited and refined  
if necessary. This could 
include refinements 
to initial assumptions 
around the quality  
and scale of a proposed 
program, the extent  
to which it services  
a genuine need in the 
community, methods 
of delivery and the 
proposed timing  
of the investment.
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Calculate impact1 2 3 4
Data on the cost of the preferred option is lined up with information 
about the expected benefits to calculate a return on investment.  
In this step, non-financial benefits are ‘monetarised’ and the benefits  
are adjusted to ensure they reflect the proportion of the benefit that  
can be claimed for the program. 

How can non-financial benefits be valued? 

The benefits of the program are made up of both financial and non-financial 
benefits. Financial benefits are obviously more readily valued because they 
possess a price that generally (although not always) reflects the ‘value’ of the 
benefit to society. Non-financial benefits can be assigned a proxy value using 
various economic valuation techniques including:

• Market based techniques using observable market prices to value benefits: 

 – Productivity: values changes in productivity (i.e. additional earnings 
resulting from improved education and training)

 – Preventative expenditure: expenditure to avoid a negative consequence 
(i.e. expenditure on security cameras and personal safety devices used  
to value the cost of violence)

 – Remedial cost: the cost of ‘cleaning up’ (i.e. expenditure to remediate 
property damage and loss, medical care, mental health care, police and 
fire services and victims’ services). 

• Surrogate market techniques using observed behaviour in one market to 
identify close substitutes as a proxy value for benefits (i.e. so-called ‘danger 
money’ paid to construction workers can provide indications of the value 
society places on a reduction in workplace injury).

• Contingent valuation techniques that seek personal valuations arrived at 
by survey respondents (i.e. willingness to trade off an activity or benefit for 
a good or service with a market value).

Not every benefit can be valued using these methods, and when they are 
used these techniques are not without their challenges. Just one example is 
the challenge of valuing human life. However, stakeholder consultations can 
assist to identify proxies that accurately reflect the value placed on this benefit 
by stakeholders. 

KPMG’s work with government agencies demonstrates the 
application of financial proxies to value the non-financial 
consequences of investments. Examples include:

• A state government which approved over A$17 million in a range  
of justice initiatives based on business cases that included avoided 
costs of crime.

• Education departments that have measured employment outcomes  
for students in vocational training programs.

• Road and transport agencies that quantified benefits attributable  
to particular infrastructure investments.

15.  www.effectivephilanthropy.org/index.php?page=beneficiary-perception-report (accessed August 2013).
16.  IPAL Guide 3, Learning with Constituents, www.keystoneaccountability.org, www.world-federation.org/

NR/rdonlyres/6624B203-521A-475E-9E67-299E664FBA00/0/NGO_8p3_KALearningwithcontitents.pdf 
(accessed August 2013).
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17.  David Throsby, Macquarie University, Faculty of Business and Economics Contact Us page,  
www.businessandeconomics.mq.edu.au/contact_the_faculty/all_fbe_staff/david_throsby,  
(accessed August 2013).

18.  Ray T. Sterner, The Economics of Threatened Species Conservation: A Review and Analysis, 
University of Nebraska – Lincoln, 2009.

19.  Hal Varian, The value of the internet now and in the future, The Economist, March 10 2013,  
www.economist.com/blogs/freeexchange/2013/03/technology-1 (accessed August 2013).

20.  International Finance Corporation 2012: Draft User Guide: Financial Valuation Tool for Sustainability 
Investments, International Finance Corporation. World Bank Group.

Other applications of financial proxies are continually evolving.  
For example, developing economic impact and valuation techniques  
will likely yield new ways of valuing the protection and enhancement  
of cultural identity17; the protection of sites of environmental and ecological 
significance18; and the value of internet access19 to name a few. 

How much of the benefit can be claimed for the program? 

It is important not to over claim benefits. All this does is undermine the 
integrity of the analysis, providing a false view of the shared value created and 
limiting the usefulness of the analysis as a strategic planning tool. Factors that 
reduce the shared value created include: 

• the extent to which the benefits would have been realised anyway without 
the investment 

• benefits do not represent a ‘net’ gain because the benefit to one group 
displaces the benefit to another 

• benefits cannot be fully attributed to the investment 

• how long the benefit can be expected to last.

These decisions are informed by an understanding of the investment  
context and by the information obtained from stakeholder consultations.  
Some subjectivity is likely to be involved at this point and so evaluators  
need to be conservative in their assumptions. 

How robust is the benefit estimate? 

Sensitivity analysis should also be used to provide decision makers with 
information relating to the margin for error and key assumptions should be 
varied at this point. This process depicts how the return on investment ratio 
varies under more pessimistic and optimistic scenarios. Threshold or ‘break-
even’ analysis is a useful tool for demonstrating what the value of benefits 
needs to be to cover the costs of the investment. 

Some benefits rely on risk mitigation strategies to ‘protect’ value by, for 
example, avoiding future costs of protests, sabotage and litigation. Companies 
can use risk modelling techniques such as Monte-Carlo analysis to model 
changes in the level of benefits arising from different risk mitigation measures 
and risk scenarios. This is a feature of the IFC Financial Valuation Tool for 
Sustainability Investments.20

The failure to consider the various scenarios sensitivities 
would mean the analysis is less than robust and possibly 
reflects a position which is flawed.
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Analysing and tracking value1 2 3 4
The analysis of value drivers provides information on the amount  
of value created for each stakeholder (including the company) relative  
to the cost of the investment. With appropriate monitoring and tracking 
of benefits, this information can be used to analyse the performance  
of the investments from a social licence to operate perspective.

The company can use information on the cost and value of its community 
investments to select investment that offer the best value for money using 
the Shared Value Frontier Curve (SVFC). KPMG developed the SVFC based 
on efficient frontier theory used by share market investors to select efficient 
share portfolios that offer the best possible return for a given level of risk. 

The SVFC adapts this theory to assist companies select a portfolio of community 
investments which offers the best shared value return for a given budget.  
Using the cost and benefit values of individual projects, the curve represents  
all possible combinations of possible community investment projects.

The SVFC can then be used to select the portfolio of projects which delivers 
the greatest shared value for a given budget or to assess the budget for which 
the marginal return of shared value is greatest. 
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To illustrate, a company has identified a range of possible community 
investments in consultation with the community (refer Figure 7). It has not 
allocated sufficient budget to undertake all the projects and must decide which 
combination of projects will deliver the highest shared value for their budget 
of $160,000. The company has estimated the costs and expected shared value 
return21 for each project and constructed the SVFC shown. 

The SVFC shows that for a budget of $160,000, portfolio A sits on the 
‘frontier’ and so represents the best shared value return compared with all 
other possible combinations for that budget. The company can also use the 
curve to assess the best marginal value for money. The steepest parts of the 
curve represent where the marginal return in shared value for every dollar 
spent is greatest and so an additional investment may be justified where two 
portfolios sit adjacent to each other on the steepest part of the curve.

For example, if the company only had $100,000 to invest, the SVFC indicates 
portfolio B offer the best return. However, the company may consider portfolio 
C which costs a little more but offers the highest marginal return for every 
additional dollar spent.

Depending on the particular interests of the company, the SVFC can be 
used to assess return on investment for the community and the company 
independently or the return on investment by stakeholder beneficiary. As long 
as the company has cost and value information multiple different analyses can 
be supported.

The rigour of the analysis depends on the rigour of the cost and value inputs, 
which, of course may not be available to the company. However, preliminary 
values can be obtained via qualitative methods. For example, by setting an 
‘expected’ return on investment and assigning values to high, medium or 
low value categories that would enable the SVFC to be used as a high level 
investment planning tool. 

Figure 7: VFIC – Cost vs Value of Community Programme Investment. Source: KPMG
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21.  The cost and value estimates of different community investment portfolios are adjusted to avoid 
double counting.

© 2013 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”),  
a Swiss entity. All rights reserved. The KPMG name, logo and “cutting through complexity” are registered trademarks or trademarks of KPMG International Cooperative  
(“KPMG International”). Liability limited by a scheme approved under Professional Standards Legislation.



How can value be tracked? 

Companies that have embarked on the process to measure the shared value 
of their community investments have by now revealed a suite of social and 
company benefits and an understanding of the relationship between their 
investments and desired benefits – to the company and others stakeholders. 
Companies also now have a means of measuring their performance in 
achieving both financial and non-financial benefits, based on the logic map 
process described in Step 1.

It is important that this knowledge is embedded in a performance 
measurement framework which can be used to track progress against 
stated company and community benefits. Tracking of community sentiment 
and attitudes toward the company or project will be important given the 
changeable nature of the social licence to operate and the link between 
community sentiment and estimates of value for some benefits.

While the performance framework can exist for community investments 
alone, there is a risk that the contribution of these projects to overall business 
strategies is overlooked. The process of measuring shared value demonstrates 
that community investments have measurable business and commercial 
implications as well as social benefits. 

Community investments can make important contributions to broader 
business strategies to reduce costs (or avoid future costs) and enhance 
productivity. There is merit in considering these investments alongside 
those that are undertaken for purely financial reasons and integrated into 
performance reporting. 

This may require companies taking a broader view of value that takes into 
account the social worth of investments. However, being able to value  
non-financial benefits means that traditional forms of net present value 
analysis can be performed for both types of projects bringing the reality  
of full integration one step closer.

Better integration in performance measurement and reporting also signals  
to company shareholders the relationship between investment in community 
and business performance. To other stakeholders, it shows the importance  
the company places on investment in communities and social progress as  
a long-term business strategy, rather than simply a cost of doing business. 

Community 
investments can 
make important 
contributions to 
broader business 
strategies to reduce 
costs (or avoid future 
costs) and enhance 
productivity. There is 
merit in considering 
these investments 
alongside those 
that are undertaken 
for purely financial 
reasons and integrated 
into performance 
reporting.
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Case study: Bannerman Resources Ltd, Etango Uranium Project, Namibia 

ASX-listed uranium developer Bannerman Resources has an active social licence to operate programme 
underpinning its strategy.  This is fully supported and monitored by the company’s board. David Tucker, 
Non-Executive Director, explains the rationale behind the investment and its strategic importance.

In 2009, the Bannerman Resources Board made a conscious a decision to commit to proactive community 
engagement and a carefully planned Responsibility (CSR) program as an integral component of the Etango 
Project evaluation and feasibility study work.

Bannerman’s Etango Uranium project is located in the Erongo Province in central western Namibia. Uranium 
mining has been conducted in the Erongo since the mid 70’s and at that time there were two operating mines 
and numerous new uranium projects in various stages of evaluation. For a junior exploration company it may 
have been tempting to hide behind other mine operators and to assume that there would be general public 
acceptance of a ‘natural expansion’ of an existing industry.

Careful consideration of a number of risk factors led to Bannerman’s decision to take a proactive CSR path. 
These, in no particular order, included:

• that uranium projects are commonly subject to increased scrutiny by the anti-nuclear lobby

• Bannerman is a foreign company in Namibia, and was relatively unknown

• Australian mining companies are perceived to be wealthy by Namibian standards

• the Etango project is closer to the coastal town of Swakopmund than other uranium mines and projects

• Etango is located in the Namib-Naukluft National Park

• social licence to operate is held by both an industry and by individual companies

• development projects delayed or blocked by unhappy communities are costly, both directly  
and by lost opportunity.

Bannerman’s approach was to formalise a Social Policy alongside its Health & Safety and Environment Policies, 
and to establish a Board HSEC Committee to provide strategic input and oversight. A CSR Management Plan 
that was sensitive to the budget constraints of a company in the exploration phase, identified priorities and 
proposed programs. Recognising that as well as being stakeholders, the company’s employees are all potential 
ambassadors, the approach was based on involvement of employees at all stakeholder engagements, formal 
and informal.

Since implementing the Plan 2009, Bannerman has conducted regular face to face communication with a range  
of community stakeholders including local and regional government, the tourism industry and local landholders. 
The company has also introduced a number of relatively low cost, high impact community support projects. Its 
regional Learner Assistance Scheme (LAS) which commenced in 2011 and was repeated in subsequent years, 
is a good example. The LAS is designed to assist underprivileged children in schools throughout the surrounding 
Erongo Region. 

Since inception the scheme has provided school clothing and shoes and annual school fees to approximately 900 
learners in over 25 schools. Bannerman worked closely with the Ministry of Education to identify the schools and 
learners that would most benefit from the assistance. Bannerman employee teams personally handed out the 
packages and this has contributed to the overall community focus within the company.

In this instance, measuring the social value of Bannerman’s investment could consider their contribution to 
reduced school absenteeism, increased school retention and improvements in test results as indicators of better 
employment outcomes which can be valued in turn as higher earnings for beneficiaries.

In the seven years since Bannerman commenced exploration in Namibia, and more importantly since the 
implementation of a CSR Plan in 2009, the company has become recognised by the community, government 
and industry peers to be a leader in CSR, thus establishing a recognised and respected brand and earning its 
Social Licence to Operate in the country.

David Tucker, Non Executive Director, Bannerman Resources Ltd.
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”Industry can’t grow sustainably unless it can claim its legitimacy  
to its host jurisdictions, communities and employees. Ensuring  

a fair return goes beyond ticking corporate social responsibility, it requires 
finding one’s relevance in the goals and aims of the people.”

Susan Shabangu, South African Minister for Mineral Resources – Africa Down Under Conference 
August 2012
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Resources companies have developed robust techniques 
for evaluating investment in their core operations. 
These forecasts will not always be accurate, but 
nevertheless are based on widely accepted principles of 
accounting and financial analysis. Valuation of community 
investment, although equally important, is a less certain 
process. Doing it well involves grappling with some 
important challenges.

1   Scale of community investment

  The need to assess whether the benefits of evaluating community 
investment outweighs the cost and resources required to undertake this 
task. Noting that it is important to measure the things that matter as not all 
outcomes are worth attaching a value.

2   Access to data

  Some skill may be required to access and piece together disparate data 
sets, particularly in relation to investments in underdeveloped countries  
as well as manage various data availability, accuracy, timeliness and quality 
issues. Primary data collection and sensitivity analysis are ways  
of addressing weaknesses in available data sets.

3   Financial proxies

  Not all non-financial impacts can be measured using financial proxies and 
the financial proxies need to represent the value to the stakeholders. This 
limitation will vary across stakeholder groups and cultures. Where a proxy 
doesn’t serve the purpose, benefits remain ‘intangible’. Threshold or break-
even analysis is also a useful way of placing a minimum value on intangibles 
required to cover costs.

4   Stakeholder engagement

  Access to community stakeholders and engagement in a way that 
engenders mutual respect and trust is an essential part of the process. 
Many resources companies recognise the need for engagement. Some 
hire local community members to assist in breaking down cultural and 
language barriers, others engage multi-disciplinary teams of anthropologists, 
sociologists, community leaders and community groups for the task.  
Survey tools and techniques can assist the engagement process.

Chapter 5:  
Avoiding common  
measurement pitfalls
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5   Unintended consequences

  Resources companies should not neglect the possibility — perhaps 
even the probability – that community investment decisions will 
produce unintended and, at times, unwanted consequences.  
The measurement approach needs to factor in these consequences  
by reducing the value of benefits ‘claimed’ for the investment to the 
extent that these are off-set by negative outcomes.

6   Changeable nature of community acceptance

  The changeable nature of community attitudes and perceptions means that 
community values need to be regularly reviewed and this process should 
be made an integral part of the company’s ‘community sounding’ activity. 
It will be reflected in robust risk management, effective stakeholder 
communication strategies and regular community engagement.

7   Regulatory and legislative compliance

  Ventures acknowledged as possessing good compliance records for 
environmental protection, health and safety, tax, labour standards 
and local procurement matters start at an advantage in obtaining 
a social licence to operate. Communities and interest groups that 
effectively grant a social licence to operate may make little distinction 
between those things done for mandatory compliance purposes and 
discretionary actions. 

  Resources companies with poor compliance records are still likely  
to experience community criticism and opposition even if they invest 
additional money at the local level. Similarly, if broad-based community 
support is missing, resources companies are unlikely to earn their legal 
licences. It is a brave political decision for authorities to grant regulatory 
licences in the face of widespread community discontent.

Opportunities for government and NGOs
A resources company may have varying degrees of influence over what community investments it can pursue  
to earn and maintain its social licence to operate. The nature of the investments selected results from a political 
process that can involve the views of many diverse stakeholder groups with varying degrees of influence.

In other cases, royalties and taxes are paid by the company to a central government, which then has the 
responsibility for disseminating a percentage of these revenues to local authorities who decide, at least in theory, 
on the most appropriate investments for the affected communities. 

Often non-government organisations (NGOs) may also be involved in this process, particularly if they are direct 
recipients of resource company dollars to deliver community programs. 

Measuring the value of community investments is just as beneficial for governments and NGOs as it is for  
the companies themselves. Any sponsor or investor can use the methodologies outlined in this publication,  
to measure shared value for the purposes of planning and managing capital allocation decisions and evaluating 
performance against investment objectives.
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Social licence to operate concerns often prompt resources 
companies to undertake significant investment programs 
in local and remote communities. Obtaining and using 
effective social return on capital information relevant 
to these investments can help companies and project 
managers avoid a number of potentially poor outcomes.

• Loss of community support leading to delays to regulatory approvals  
and disruption of ongoing operations.

• Inefficient, unfocused and unsystematic investment decisions (i.e. likely 
consequences of the decision are not known before an investment is made).

• An inability to monitor, manage and report the progress of community 
investments (i.e. an absence of measurable indicators to track progress).

• Failure to understand the long-term social and economic impacts for the 
community and the company.

• An under-appreciation of unintended consequences (both positive 
and negative). 

A better understanding of the benefits created by a community investment 
program helps determine how and where value has been created. It should result 
in better targeted and more efficient outcomes. Ultimately, it positions  
a resources company to achieve more value (possibly greater than expectation) 
from its community investment budget and optimise the value it can deliver  
to the community.

Chapter 6:  
The way forward 
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Resources companies that can value their contributions to communities:

• gain deeper insight into the impact they are having on all stakeholders, 
across the breadth of society

• understand the financial consequences for the company and the community

• learn what is and is not working and use this information to optimise  
future investments

• strengthen management and monitoring systems, and

• communicate the idea of shared value in a universal language  
to investors and stakeholders alike.

The social licence to operate imperative will drive resources companies  
to seek better community investment measurement methodologies,  
and in the process become far more sophisticated in assessing their social 
impact performance. The body of knowledge around social licence to operate 
is still embryonic and KPMG expects that a better understanding of the 
management and measurement of the social licence to operate will emerge 
over the next few years. 

In the meantime, community and market expectation of resources 
companies in the social licence to operate space will continue  
to grow. It is our hope that expectation grows at a pace commensurate 
with social licence to operate management and measurement techniques. 
This would ensure that the community, companies and market fully 
comprehend and value the profound societal change being delivered  
– most importantly, the positive legacy that resource development can 
leave for the generations to come.

”Our social responsibility manifests itself in many ways from 
protecting the environment and the health and safety of our 

workers to supporting local community groups and charities. It’s about 
building strong and fruitful partnerships in the communities in which 
we operate. It’s about having values and providing energy safely, 
reliably and economically. This is a huge responsibility that we take 
very seriously. Upholding these values is critical to the community 
accepting us and critical to our social licence to operate. Businesses 
can only succeed if the communities do.”
Investing in the Future – Roy Krzywosinski, Managing Director, Chevron Australia Pty Ltd
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KPMG is working with a variety of resources 
organisations (global diversified to small and mid-tier 
resource players), public sector bodies and organisations 
across other industries to address the challenges and 
embrace the opportunities of social licence to operate.

Our holistic approach involves a number of services 
which are tailored and scalable to the operations and 
project/s of the organisation we are working with.

How can we help you?
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Our approach can be broadly summerised into four areas:

SLTO challenges Selection of relevant KPMG services

1  Develop economic & social baseline

Using our computer generated equilibrium 
modelling or Country Change Readiness Index, 
establish the baseline (starting point).

• Social and economic modelling.
• Tax, royalty and other regulatory assessments.
• Demographic studies (community/workforce impacts).
• Project feasibility (initial).
• Stakeholder engagement.

Provides the foundation for...

2  Economic & social impact assessment

Using the modelling, to develop a comprehensive 
assessment of the project impacts on economic 
variables (eg. GDP, investment dollar, price) – 
supports the streamlining of the approvals process.

• Project feasibility (detailed).
• Detailed impact assessments (leverage Step 1 modelling).
• Support with approvals process (public sector liaison). 
• Stakeholder engagement.
• Taxy, royalty and other regulatory impacts.

Which informs...

3  Developing locally appropriate responses

Assist with designing policy responses  
to mitigate impacts, maximise community  
value and enhance a SLTO.

• Strategic policy development (incl. people/change issues).
• Regulatory and taxation advice and response.
• Governance frameworks and implementation.
• Bribery and corruption response.
• Infrastructure strategy and planning.
• Project development and feasibility (leverage Step 2).
• Climate change – measurement, reporting, risk management.
• Business continuity support/security.
• Stakeholder engagement.
• Sustainability advisory (incl. strategy, health-checks  

and reporting, and assurance).

That can be assessed through...

4  Measuring social return on investment

Apply KPMG’s shared value measurement 
methodology and tools to articulate and quantify 
the social value delivered by the project.

• Calculate the social value (impact and dollar benefit) of the project.
• Systems and process advice – monitoring and reporting.
• Reporting of findings and recommendations.
• Stakeholder engagement.

Measuring Social Return on Investment

KPMG’s shared value measurement approach – to measure the social value (impact & dollar 
benefit) created as a result of a client’s project investment and community investment initiatives.

Focus of  
this paper
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