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Research interests

• Conceptualisation of Risk

• Business Continuity 

Management

• Community resilience

• Sense makings role in risk 

assessment

• Safety management 

systems

• Industrialisation of hard to 

reach regions
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Managing risk and Sustainability in 
Complex Social and Environmental systems
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Why Mining?
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High risk industry – Low success rate 
with high returns

Bebbingtion, 2106
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Environmental impact - Significant 

changes to landscape and 

Infrastructure

Kalgoorlie, 2016
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High Complexity systems with Loose 
Couplings

Bebbington, 2016
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Significant impact – Social and 
Environmentally 

Perth, 2016
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Example of the historical legacy of 

mining

Artsvanik, 2015
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Community impact of failed tailings 

dams
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What is risk?
• Risk is the possibility of an unfortunate occurrence

• Risk is the potential for realization of unwanted, negative consequences of an 

event

• Risk is exposure to a proposition (e.g. the occurrence of a loss) of which one is 

uncertain

• Risk is the consequences of the activity and associated uncertainties

• Risk is uncertainty about and severity of the consequences of an activity with 

respect to something that humans value

• Risk is the occurrences of some specified consequences of the activity and 

associated uncertainties

• Risk is the deviation from a reference value and associated uncertainties

6 November, 2019 SRA, 2019
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What is risk?

6 November, 2019

Taarup-Esbensen, 2019
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Rationel risk behaviorist (Experimental)

What game will you play?

You need to choose between playing 

Option A or Option B. The first rows 

presents you with two choices, Option 

A, where you have one in ten chance of 

winning 60 kr. or a nine in ten chance of 

winning 40 kr. The second, Option B, 

give you a one in ten chance of winning 

110 kr. or nine in ten chance of winning 

2 kr. 

Option A Option B Option A Option B

1/10 of 60 kr 9/10 

of 40 kr.

1/10 of 110 kr, 9/10 

of 2 kr.

2/10 of 60 kr, 8/10 

of 40 kr.

2/10 of 110 kr, 8/10 

of 2 kr.

3/10 of 60 kr, 7/10 

of 40 kr.

3/10 of 110 kr, 7/10 

of 2 kr.

4/10 of 60 kr, 6/10 

of 40 kr.

4/10 of 110 kr, 6/10 

of 2 kr.

5/10 of 60 kr, 5/10 

of 40 kr.

5/10 of 110 kr, 5/10 

of 2 kr.

6/10 of 60 kr, 4/10 

of 40 kr.

6/10 of 110 kr, 4/10 

of 2 kr.

7/10 of 60 kr, 3/10 

of 40 kr.

7/10 of 110 kr, 3/10 

of 2 kr.

8/10 of 60 kr, 2/10 

of 40 kr.

8/10 of 110 kr, 2/10 

of 2 kr.

9/10 of 60 kr, 1/10 

of 40 kr.

9/10 of 110 kr, 1/10 

of 2 kr.

10/10 of 60 kr, 

0/10 of 40 kr.

10/10 of 110 kr, 

0/10 of 2 kr.6 November, 2019

Based on Holt & Laury, 2002
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Example of risk aversion among
students (Experimental)

6 November, 2019 n=77
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Differences in Risk aversion / Male 
population

6 November, 2019
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Differences in Risk aversion / Female
population

6 November, 2019
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Complex systems

- Are resilient under dynamic 

circumstances (can generate 

multiple solutions and adapt to 

disturbance)

- A prone to failures under central 

control

- Are open systems

- Leads to repetitive patterns

- Includes feedback loops 

Lessons from failures of complex 

systems

1. Drift towards failure with goal 

conflicts

2. Past successes as reason for 

confidence

3. Fragmented problem solving 

clouding big picture

4. Failure to revise assessment as 

new evidence emerges

5. Breakdowns at the boundaries of 

organisational units
6 November, 2019 Decker, 2019
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Community risk - Complex systems 
where legitimacy of information is 
questioned

What is community risk?

6 November, 2019
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Researching mining
Experiences from practice have shown 

that communities is a source of risk to 

business continuity in the mining 

industry (BSR, 2003; ICMM, 2015)

Researchers could document that 

local communities were a source of 

risk and influence corporate decision 

making (Kemp & Owen, 2013; Gratz & 

Franks, 2015; etc.)

Empirical evidence from field work 

identified local communities as key 

stakeholders (Taarup-Esbensen, 2018)
Shnogh, 2015
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Community risk

The relative chance that organisational

activities prompt communities to regard it 

as illegitimate and instigate a response 

that jeopardises continued operations.
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How mining companies gain legitimacy

NGOs is believed to pose a bigger threat to 
the multinational mining enterprise (MNE) 
than the local community because of the 
organisational and financial resources that 
they have available to them.

To utilise these resources, they need the 
legitimacy that comes from the local 
endorsement.

MNE Response…

1. Investments focused on the operational 
requirements of the mining MNE, primarily 
related to local infrastructure, helped MNEs 
built local community legitimacy. 

2. As dependence on the investments grow 
stronger, it reduced the risk that the local 
community engage with outside actors and 
possibly powerful critical NGOs. 

Taarup-Esbensen, 2019
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Managing Community Legitimacy

6 November, 2019

Taarup-Esbensen, 2019
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Community risk management

Effective community risk management means…

- Communities become less risk averse

- Willingness to trade short term gains for long term pains

- Building dependencies (couplings) with the company

6 November, 2019
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Industrialisation of the Arctic – Political 
risks
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What is political risk?

06-11-2019

Government Intervention

Political Risk · Regulations/taxes/bans on trade, production, investment, sales, withdrawal of funds, etc.

· Corporate tax/royalty increases

· Back-tax claims or disputed tax claims

· Government or public control over operations/board/management

· Fines

· Bureaucratic/political delays (incl. payment delays)

· Grand or petty corruption (incl. MNC-initiated bribes)

· Problems related to business climate in general (incl. public services, lack of guarantees)

· Intervention/sanction by a foreign government

· Other general or industry-wide policy changes

· Other intervention/policy change/dispute

· Nationalisation, expropriation, or confiscation

· Ownership restrictions (incl. forced sale and joint venture demands)

· Blocking of investment (temporary or final, including termination of a proposed deal)

· Breach/termination/suspension of contract or licence (incl. breach of promise)

· Forced or unwanted contract renegotiation/revision/review

· Disputed/arbitrary charges, court rulings, or legal process
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Political risk in remote regions

06-11-2019

Pragmatic Legitimacy Moral Legitimacy Cognitive Legitimacy

Is positively associated with an 

organisation’s ability to serve the self-

interested calculations of an 

organisation’s salient stakeholders

Is positively associated with the 

possibility for an organisations’ actions to 

be judged as ‘the right thing to do’

Is positively associated with an 

organisation’s ability to be accepted as 

necessary or inevitable based on some 

taken-for-granted cultural account

Taarup-Esbensen, 

2019 (Forthcoming)
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Findings

While enjoying pragmatic legitimacy companies are struggling with both cognitive 

and moral legitimacy.

Managing political legitimacy, makes it possible for companies to identify signs that 

their actions are not aligned to the aims of political actors and hence constitutes a 

potential threat to business continuity.

06-11-2019
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Thank you

6 November, 2019


