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ABoutr GEO-POWER-EU ProJecT

GEO-POWER-EU aims to empower the EU to manage security threats in its Eastern
Neighbourhood and the Western Balkans amidst a deteriorating geopolitical environment. The
project's primary ambition is to surpass current standards and develop a comprehensive EU
strategy for these regions, utilizing new and reformed policy instruments while considering the
strategic ambitions of other geopolitical actors.

To achieve this, GEO-POWER-EU's work plan is built on six specific objectives: proposing
adaptations to the EU Enlargement policy to reflect new realities; examining the relevance of the
Eastern Partnership (EaP) and providing policy recommendations for its reform; assessing the
influence of other geopolitical actors, including the United States, Russia, China, and Turkey, in
these regions; offering strategic foresight on the prospects of geopolitical competition in these
areas; exploring ways to enhance the EU's ability to contain military threats from beyond its
borders; and proposing a comprehensive, multidimensional EU strategy to guide relations with
Western Balkan and Eastern Partnership countries.

The project's research aims to advance beyond the current state of the art by developing a new
conceptual and policy framework wusing both quantitative and qualitative methods.
Methodologically, GEO-POWER-EU leverages cutting-edge expertise from various disciplines,
implementing a multi-stage plan grounded in a participatory and inclusive approach. This
approach involves systematic engagement of researchers from third institutions,
decision-makers, stakeholders, and citizens—including those from the regions under
analysis—throughout the project cycle. More about the project: https://geo-power.eu/
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HDS Hrvatski demokratski savez (Croatian Democratic Alliance)
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PURPOSE AND SCOPE OF THE CASE STUDY

The in-depth case studies in Deliverable 3.3 [Foreign Influence Challenges in the Western Balkans
and Associated Trio] examine individual instances of corrosive capital across the Western Balkans
and Eastern Partnership. Their purpose is to ground the report's analytical framework in empirically
documented investment arrangements, showing concretely how domestic patrons, foreign sponsors,
and transnational enablers interact to distort governance across the arenas of rule-making,
rule-implementation, and accountability suppression. Each case study focuses on one of five
recurring sectoral patterns (real estate megaprojects, infrastructure concessions, energy dependence,
extractive industries, and transport hub capture) analysing one national example in depth before
broadening the lens to a cross-country comparison of similar cases within that sector. This structure
is designed to enable meaningful cross-case comparison. Taken together, they demonstrate that
corrosive dynamics follow recognisable structural logics regardless of where the capital originates
or the regime type of the investing country.

EXECUTIVE SUMMARY

This case study examines the Vare§ mining operation in Bosnia and Herzegovina (BiH) as an
instance of “corrosive capital” originating from liberal democracies rather than authoritarian states.
Applying the GEO-POWER-EU analytical framework, the case study argues that what renders
capital corrosive is not its provenance but how it interacts with and impacts the political economy
through governance deficits, elite incentive structures, and accountability gaps. BiH’s fragmented
governance architecture enshrined in the Dayton peace accords, together with its characteristics as a
“peace cartel,” created the enabling conditions for the project’s deployment, facilitating
jurisdictional fragmentation of responsibility across municipal, cantonal, entity, and state levels, the
incremental expansion of the initial concession, and weak regulatory oversight. Adriatic Metals (a
company listed on both the Australian and UK stock exchanges, and acquired by Canada’s Dundee
Precious Metals in 2025, which was itself then listed on the Australian exchange in autumn 2025)
operated with open diplomatic backing from the UK and the US and benefited from fast-tracked
ministerial permits issued in defiance of adverse judicial rulings, including by BiH’s Constitutional
Court. The study documents asymmetric value extraction through below-market concession fees,
accountability suppression including a SLAPP action against an environmental activist, and a
notable discrepancy between the “green transition” framing deployed to justify the project and its
commercial priorities. Citizen and civil society resistance, cross-entity in character, is documented
but shown to have been constrained by governance fragmentation and legal pressure. A brief
regional comparison with Rio Tinto’s Jadar lithium project in Serbia highlights structural
commonalities, including the “co-production” of corrosive outcomes between foreign investors and
domestic political gate-openers. The paper concludes by proposing the concept of “democratically
reinforcing capital” as a normative alternative, calling on Western investors and sponsoring states to
leverage extractive projects in support of the governance reforms required by the EU accession
process they publicly champion.



THE VARES MINING PrOJECT IN BosNIA AND HERZEGOVINA: A CASE
STuDY OF CORROSIVE CAPITAL IN AN ALREADY CORRODED POLITICAL
EcoNnomy

1. INTRODUCTION

At a time when raw materials — particularly critical minerals — are increasingly important for
Europe’s “green transition,” the mining sector has become a zone of intense geopolitical
competition. Western governments have sought to secure supply chains by backing extraction
projects, including in the EU candidate countries such as Bosnia and Herzegovina (BiH). The Vares
project, a gold, silver, zinc, and lead mining operation 50 kilometres from Sarajevo, is one such
case. There are several different frameworks through which this case can be understood and
analyzed to better understand the political economy in which it is unfolding. Chayes (2015),
Bullough (2022) and Perry et. al. (2021) each provide conceptual framing that integrates dynamics
of kleptocracy, corruption, malgovernance and instrumental polarization — themes which are often
evident in studies of BiH and other countries in the former Yugoslavia over the past three decades.
For the purposes of this exercise, however, the framing device of “corrosive capital” will be
applied. This study examines how and why a Western-aligned investment has reproduced the
dynamics of corrosive capital in a country whose path to EU membership depends on strengthening
the very governance standards the project has helped to erode, a framing referred to as “the
GEO-POWER-EU analytical framework.”

From 2017 through 2025, the project was operated by Adriatic Metals BH d.o.o0., an Australian
exchange registered company also listed in the United Kingdom. In September 2025, Canada's
Dundee Precious Metals completed its acquisition of Adriatic Metals for $1.25 billion, with
substantial US investor backing (TipRanks, 2025; Globe Newswire 2025). The GEO-POWER-EU
analytical framework argues that the concept of corrosive capital can be applied regardless of the
investor's origin, on the grounds that what matters is not where capital comes from but "how it
interacts with governance gaps, legal loopholes, and elite interests" (Prelec et al. 2025: 16). The
Vares case is therefore not an exception to the framework but a test of its analytical breadth.

Western diplomats have cited geopolitical competition as a rationale for the Vare$ investment,
arguing that a “malign actor” such as Russia or China might step in if the resource is not exploited
by a Western company. However, despite Western political actors’ professed support for BiH’s
democratic development, the Vare$ investment may be feeding dynamics that make democratic
progress more difficult, running counter to efforts to support the country’s institutional, legislative
and governmental reform as it seeks EU membership. While initially literature on corrosive capital
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(CIPE, 2018) suggested that the external financing is “corroding” a system of consolidated or
consolidating democracy, in the case of BiH (and not only there) the external financiers are actively
co-producing outcomes with local political partners in order to benefit from a system of
malgovernance that requires less from investors in terms of due diligence, transparency and
independent regulatory oversight.

As a methodological note, this case study was developed throughout 2025. In late 2025 it was used
to feed into a larger comparative study (Prelec et al. 2025). This case study draft was then reviewed
again to feed in and directly reference the theoretical framework developed in Prelec et al. 2025. It
can therefore be viewed as part of a feedback loop process in a field research and analytical exercise
aimed at contributing to the academic literature on these themes.

The case study follows a three-part structure. First, BiH's fragmented governance structure, a legacy
of the 1995 Dayton Peace Agreement, shapes every aspect of this case, and a brief account of it and
the concept of “peace cartel” is presented to make sense of how the Vares project was enabled. The
study then examines the deal and its political dynamics, analyses the roles of domestic, foreign, and
transnational actors, and assesses economic, political, and geopolitical impacts. The third part of
report presents regional comparison with the Rio Tinto Jadar project in Serbia and Jugohrom in
North Macedonia and situates the case within broader extractive trends across the Western Balkans.
The conclusion reflects on what a more governance-conscious and participatory approach to
strategic mineral investment could look like.

2. THE DEAL AND ITS PoLiTicAL DYNAMICS

National context

BiH’s fragmented system of governance, combined with the de facto extra-institutional power
wielded by party leaders, permits systemic obfuscation and evasion of responsibility. The 1995
Dayton Peace Agreement empowered the substate “entity” level — the Federation of Bosnia and
Herzegovina (FBiH) and the Republika Srpska (RS) — by allocating most functions of government
to the entities rather than the central (that is, state-level) government. While power is centralized in
the RS entity, the FBiH is further subdivided into 10 cantons, with the state and municipalities
enjoying considerably less agency and often being beholden to the entity or cantonal political and
budgetary prerogatives. The Office of the High Representative (OHR) also plays a role in BiH, with
responsibility for overseeing the implementation of civilian aspects of the Dayton agreement,
adding an actor not beholden to BiH’s captured politics to the equation. Post-war international
peace enforcement and statebuilding efforts worked to retro-engineer the strengthening of the top
and bottom layers of governance (Bennett 2016; Keil and Perry 2015). However, for nearly two
decades the reform process has been substantially halted (Lippman 2019).



Despite some steps forward, the investment climate in BiH is broadly viewed as weak and risky,
characterized by pervasive corruption, insufficient transparency, a fragile judicial system, and
complicated legal frameworks and government structures (U.S. Dept. of State, 2024; European
Commission 2024, 15). In addition to lacking some of the positive elements needed for a stronger
economy, problematic structural issues — related to both the Dayton constitution and the broader
regional political economy — continue to deny citizens the full potential scope of development and
investment, while benefiting elites (Keil and Perry 2015; Perry et al 2021). Moreover, the
decision-making structures in BiH have enabled a climate in which the state and its citizens as a
whole end up carrying the risk, while investors may be granted concessions by sub-state units of
government under minimally transparent circumstances, yet are then in a position to sue the state
for damages.'

Kurt Bassuener has termed this type of system, in which an oligarchical political class avoids legal
or political accountability over repeated electoral cycles, a “peace cartel” (Bassuener and Selo
Sabi¢, 2020). Peace cartels are “assemblies of political, administrative, economic, criminal, and
media power which pursue for-profit politics and avoid democratic or legal accountability,”
composed of erstwhile belligerents in countries governed under externally brokered power-sharing
structures. (Bassuener, 2020a). Peace cartels rely on fear and patronage to maintain popular
acquiescence, while also leveraging fear to extract patronage from the external actors who midwifed
them — for fear of a renewed conflict, which is always implied. Thereby, these predatory and
parasitic actors draw on sustenance from within (the public purse and wider public sector/regulatory
gift) and without (in terms of finance and validation).

In the terms of the GEO-POWER-EU analytical framework, the peace cartel concept describes a
BiH-specific form of advanced state capture (David-Barrett 2023). Where the framework identifies
state capture as a condition in which private or state actors reconfigure institutions to serve narrow
interests, the peace cartel elaborates the particular configuration that capture takes in post-conflict
power-sharing systems. The three arenas through which the GEO-POWER-EU analytical
framework traces corrosive capital - rule-making, rule-implementation, and accountability
suppression (Prelec et al. 2025: 29) - map directly onto the peace cartel's operating logic. Party
leader supremacy, bargaining, and delegation of gate-keeping functions reigns supreme over formal
institutions of governance. They also defend against public accountability. External actors with
leverage in peace enforcement can act in concert with the peace cartel, as when the Office of High
Representative (OHR), rather than using its leverage to pursue public transparency and
accountability, weighs in to support foreign projects. They function - whether intentionally or not -

! The Viaduct case is one such example. Viaduct is a firm registered in Slovenia that received a concession from the
Republika Srpska (RS) entity. Viaduct asserted that contractual obligations were not fulfilled. Following domestic legal
proceedings, Viaduct pursued arbitration at the International Center for Settlement of Investment Disputes in
Washington, DC, seeking damages from the state of BiH in spite of the state having had no involvement in the deal (N1,
2025a). The High Representative in BiH, seeking a solution to this fast-accruing debt and the accompanying political
implications, issued a decision to pay this debt from toll revenues collected in the RS (Petrushevska, 2025). Viaduct
promptly issued a payment order (N1 2025b).

This project has received funding from the European Union’s H2020 Research and Innovation programme under grant
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as validators in the framework's sense, lending external legitimacy to arrangements that domestic
oversight institutions have been unable or unwilling to contest (Prelec et al. 2025: 31). The peace
cartel concept also clarifies the co-production dynamic that is central to the corrosive capital
framework: in BiH, foreign investors do not encounter passive or merely weak institutions. They
plug into an already captured system via domestic patrons for whom governance opacity is a
political resource, who are incentivized to attract capital willing to accept their terms (and reinforce
their power). It is an intentional, opportunistic collaboration.

The Dayton Peace Agreement's power-sharing model — built around the interests of the dominant
political parties at the end of the war (Packer 2019) and left fundamentally unreformed — has
generated a de facto rules-free environment in which this co-production can operate with limited
constraint. BiH's political and incentive structure, particularly since the "local ownership" concept
championed by the EU became dominant after 2006, has created an environment conducive to
rentier economic activity and ecological exploitation. Nor is BiH the region’s only peace cartel:
North Macedonia’s system since the 2001 Ohrid Framework Agreement also fits this model
(Bassuener, 2020b). This is precisely the enabling condition that the GEO-POWER-EU framework
identifies as decisive: not the strength of the foreign investor, but the governance gaps and elite
incentive structures that make corrosive arrangements possible and mutually beneficial (Prelec et al.
2025: 28).

There have been numerous attempts to strengthen BiH’s business climate.? However, the issues of
systemic corruption (and its supportive incentive structure) and inefficiency remain. As political
paralysis and challenges continue, there often seems to be the belief or hope that large industrial
(Adriatic Metals) or small consumer (DM, KFC franchises) foreign investment in the country will
constitute a net gain and will somehow propel positive political development. However, after years
of testing this thesis, there have been few signs of positive change in BiH’s political economy.? One
symbolic indicator of the business climate was the inability of the country to maintain a
McDonald’s franchise.* While there had been fanfare in 2011 with the opening of a McDonald’s
franchise in BiH, and claims that this sign of investment could herald a new era of economic
opportunity, during its period of operation the political situation and political economy deteriorated,
with the burger chain leaving the BiH market in late 2022 (Koseva 2023). Today, new mining and
extraction opportunities are being framed as a sort of economic salvation for the country and its

2 The Reform Agenda in 2014 is just one example ('Juki¢ 2014). Its successes were minimal, and there were no positive
political developments related to this initiative (Weber 2017). More broadly, the World Bank has implemented many
projects over the past three decades (World Bank).

? Two of the authors were involved in preparing an analysis for the US Embassy in BiH on the impact of state-owned
enterprises in BiH, as a part of a broader effort by the US to understand corruption and its role in the political economy.
To the authors’ knowledge, this analysis was not made public.

* The Economist’s purchasing power parity index for decades has been its “Big Mac Index;” BiH, Montenegro, and
North Macedonia all previously had McDonald’s outlets (Slovenia, Croatia, and Serbia do); yet all have closed —
allegedly due to unfair competition or disputes with franchise owners. (Harris, 2023; SkopjeGuide, 2024). Locals often
argue there are sufficient domestic fast-food options.
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people, despite a lack of evidence that this theory of change is — or has ever been — realistic in
post-Dayton BiH.

One must also consider the issue of property and land holdings and the links to investment and the
political economy, both in general and because in the case of mining it is the land and the rights to
buy, sell and exploit the land that matters. It is crucial to note that usage of publicly held lands (as of
March 1, 1992, when BiH’s independence was declared after a referendum) remains legally subject
to an OHR disposal ban issued in 2005. It is a// legally owned by the state (that is, the central
government), according to OHR and BiH Constitutional Court rulings and subject to state
legislation on its allocation (OHR website); which the Republika Srpska rejects on principle. So al/
development and licensing on these lands at present exists in a legal gray area at present (Bassuener
et al, 2023).

The Deal

Table 1: The roles of actors in the Vare§ mining deal

Actor Action Role
Foreign Adriatic Metals Signed concession
agreement Foreign Sponsor

Dundee Precious Metals | Purchased Adriatic
Metals in September
2025

Domestic Federation of BiH, Responsible for granting Gate-opener

Ministry of Energy and | exploitation license
Mining

Canton - Zenica-Doboj [ Signed concession Gate-opener

Canton Ministry of agreement

Economy

Municipality of Vares Public promoter of the Legitimizer
(Mayor Marosevic) project

Local - Kakanj Resistance Actor

This project has received funding from the European Union’s H2020 Research and Innovation programme under grant
agreement no 101132692 — GEO-POWER-EU — HORIZON-CL2-2023-DEMOCRACY-01
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Actor Action Role

Concerns about
environmental impact

Transnational Banks, law firms Financial and legal Transnational enablers

(undisclosed) restructuring

Vares is a historical iron mining center, and the combination of the war, together with privatization
activities in the early 2000s, had a deeply negative impact on the town’s economic and social
outlook (Vares 2018; Mujki¢ 2016). The Vare§ mine reportedly has deposits of zinc, lead, barite,
silver, gold, copper and possibly other materials. In recent years, mining activities in BiH and the
broader region have been increasingly framed in terms of the search for strategic or critical raw
materials to boost energy security and support the green transition (Western Balkans Info Hub,
2024). Both the EU and US list barite and copper as critical; the US also includes zinc (Western
Balkans Info Hub, 2024 US Department of Energy, 2023).> However, the Adriatic Metals 2024
Annual Report presentation (Adriatic Metals, 2024) is titled “Producing metal concentrates at the
Vare§ Silver Operation” (emphasis added). Since purchased by Dundee Precious Metals (“DPM
Metals™) in 2025, its own marketing highlights silver as well, in addition to gold, lead, and zinc.
(DPM Metals, 2025). The investor audience focus is clearly on silver, which until recently has not
been considered a strategic metal or something related to the green transition, but simply a lucrative
commodity.® This discrepancy between the geopolitical narrative used to justify the project and the
commercial priorities driving it is analytically relevant and warrants scrutiny.

The project's origins illustrate a pattern of incremental expansion — a form of expansion by
stealth identified in the GEO-POWER-EU framework (Prelec et al. 2025: 26) in which the
concession scope was extended progressively rather than agreed upfront through competitive
procedures. The Vare§ mining project was launched after Milo§ Bosnjakovié, an Australian
businessman originally from Tuzla, bought the small KreSevo-based company MM Project in 2012
through his company Balkan Mining Pty Ltd. In 2013, MM Project, which would later become
Eastern Mining,” acquired DP Rudnik Olova, Zinka i Barita [Social Enterprise Mine of Lead, Zinc
and Barite] in Vare§, with the aim of starting mining operations in this area. The first concession
contract was signed in March 2013 for 116.8 hectares, but the investment scope expanded

® It is worthy of note that the EU lists copper as strategic (a subset of 17/34 critical raw materials); barite falls outside
the strategic group. The US designates copper critical material for energy; barite and zinc are designated critical
minerals. Gold, lead, and silver are designated by neither the EU nor US as critical.

% In summer 2025 the Trump administration included silver on its draft list of critical minerals, in what is considered to
have been a “significant methodological shift” (Russell 2025). It is also worth noting that the global demand for silver
has risen significantly with growing industrial applications (Meadows 2025).

7 As of July 28, 2025, the Eastern Mining web site (https://www.easternmining.ba/) leads directly to the Adriatic Metals
web site.
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incrementally.® In 2017, Eastern Mining was bought by Adriatic Metals Ltd.” The following year,
the company signed the first annex to the initial contract with Zenica-Doboj Canton, adding 584
more hectares to the concession field. By 2024, Adriatic Metals asserted sole ownership over the
44km* concession in Vare$ (Adriatic Metals, 2024; Mining SEE, 2024). Although the canton
government had decided in 2013 that concessionaires should pay BAM 10,000 per hectare, Adriatic
Metals was charged a concession fee of BAM 1,500 per hectare, depriving the local government of
significant potential revenues (Cav¢i¢ 2023). This represents a form of asymmetric value
extraction facilitated by captured bargaining between the investor and cantonal authorities
(Prelec et al. 2025: 25).

According to information supplied by Adriatic Metals, the company did not have a majority
shareholder (Adriatic Metals investor info, 2025).!" The largest shareholders appeared to be
investment funds based in Australia, the US, UK, and Cayman Islands, while individuals held 6.5%
of the shares."" There was therefore a diverse and dispersed set of vested interests (Adriatic Metals,
investor info, 2025)."> However, the period of Adriatic Metals’ engagement was closely tied and
publicly associated with the UK Embassy in BiH."

In June 2025, the Canadian firm Dundee Precious Metals announced plans to buy Adriatic Metals
for $1.25 billion (Mehrotra 2025). The US Chargé d'affaires Daniel Koski visited the facility in late
July, and the embassy announcement claimed the purchase by Dundee was “backed by substantial
American capital,” also demonstrating official US political investment (FENA, 2025). According to

¥ A series of concession agreements, heavily redacted, dated beginning in March 2013 and ending in July 2022, has
been obtained by the authors. (Zenica-Doboj Canton Ministry of Economy, 2013-2022).

% Adriatic Metals was registered in the UK and listed on both the London and Australian stock exchanges until its
purchase by Dundee in September 2025.

19" While the noted web site with investor information was available in May 2025, upon checking in late July after the
announcement the page is no longer available.

' Shareholders in Dundee Precious Metals’ include mutual funds and ETF, publicly traded corporations, and other
institutional investors (in that order). The top three institutional investors are Helikon Investments Ltd, Van Eck
Associates Corporation, and BlackRock, Inc. Among mutual funds, the FirstEagle Gold Fund, BlackRock’s World Gold
Fund, and Van Eck Junior Gold Miners ETF top the list (in that order) (Investing.com, 2025). Adriatic Metals was
indebted to Orion Mine Finance according to 2021 reports in The Financial Times (Hume). The article cites in the list of
references that Orion Resource Partners is headquartered in New York (with offices in London, Denver, Sydney, and
Abu Dhabi), registered in the US state of Delaware, but regulated in the UK and involves Carne Global Fund Managers
in the Republic of Ireland as an Irish Collective Asset Vehicle (ICAV). It lists Adriatic Metals LLC as one of its 12
portfolio companies in Europe (Orion web site).

12 These include (in rank order of magnitude): Helikon Investments (21%; UK); L1 Capital (15.5%, AUS); and T. Rowe
Price (8.7, US); Orion Asset Management (2.9%, US); Queen’s Road Capital Investment (Cayman Islands; 2.7%); and
UniSuper (AUS, 2.2%). The individual investors include Eastern Mining CEO Milos Bosnjakovi¢ (3.3%) and former
Adriatic Metals CEO Paul Cronin (3.2%). A September 2023 corporate report (Adriatic Metals, 2023) listed a
somewhat different mix of investors, but the same basic dispersion, with Helikon being the largest shareholder (17.4%),
followed by “Founders, Board, and Management” (14.6%), T. Rowe Price (8.4%), Orion Resource Partners (8.3%),
Fidelity (3.9%), and holders of 3% or less of shares. While this Adriatic Metals report was available when accessed in
May, by late July the report was no longer available online.

3 As just one example of the close embassy/company ties, Adriatic Metals was one of three corporate sponsors of the
2025 British Embassy King’s birthday party reception. One of the authors received an invitation via email with the
Adriatic Metals logo prominently included.

This project has received funding from the European Union’s H2020 Research and Innovation programme under grant
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diplomatic sources, once Dundee’s purchase was finalized, the US investors would have a greater
than 50% stake. The sale was finalized in September. The company also changed its name to DPM
Metals in September 2025. (Investing.com, 2025). The company is primarily invested in three
Balkan countries: Bosnia and Herzegovina, Bulgaria, and Serbia, as well as Ecuador
(Investing.com, 2025). The successive ownership changes raise questions about long-term legal
liability and accountability. In operating environments with weak institutions and limited
transparency, serial changes of beneficial ownership can complicate regulatory enforcement and
reduce the state's practical leverage over contractual obligations — a concern that is directly
relevant to the GEO-POWER-EU framework's analysis of asymmetric dispute resolution (Prelec
et al. 2025: 26).

The multiple sales call long-term legal liability and accountability into question. This area of
business law is complicated in the best operating environments (Harrison Law Group). However, in
countries with weak governing institutions and transparency deficits it can reasonably portend the
potential for abuse.

DoMESTIC ENGAGEMENT - LEGAL F(R)ICTIONS AMONG LAYERS OF BIH
(GOVERNANCE

Because of the structure of BiH’s governance structure, mining oversight in the Federation is a
shared competence between cantons and the entity. The state of BiH — the central government — has
had no direct role in either the granting of permits or the enjoyment of revenue. This is a structural
feature of the Dayton system that creates significant scope for accountability diffusion and
avoidance across governance levels. The main domestic gate-opener in the Vare§ project is
Zenica-Doboj Canton, which managed the initial call for participation in the geological survey
process (Cav&ié¢ 2023). The Mining Institute from Tuzla (in neighboring Tuzla Canton) prepared a
hydrological study that was used in the approval process.'* The concession agreements were signed
between the Ministry of Economy of the Zenica-Doboj Canton and Adriatic Metals. Meanwhile, the
exploitation license is granted solely by the FBiH Ministry of Energy, Mining, and Industry, which
curiously issued Eastern Mining (not Adriatic Metals) a permit for the underground exploitation of
lead, zinc, and barite ore in July 2021 (Cav¢i¢ 2023). Note that by this time, Eastern Mining had
become Adriatic Metals — so the rationale for the permitting of Eastern Mining is opaque.

The Constitutional Court of BiH ruled in July 2024 that a permit to “temporarily” clear forest to use
land, granted earlier that year by the Federation Government, was unconstitutional (Morningstar
2024). In a case initiated by the Kakanj water utility Vodokom in 2021, the Cantonal Court in

14Tt has been noted that the study the Mining Institute prepared includes incorrect data regarding the catchment area of
the Bukovica River, falsely reporting that the Rupice concession area is downstream of the water intake for human
consumption, when in fact the reverse is true (Cav¢ic¢ 2023).
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Mostar'® in December 2024 revoked Adriatic Metals” mining license, potentially shutting down the
entire project (CIN 2025b; Omerovi¢ 2025). However, those two decisions do not impact the
granting of the concession itself. The Zenica-Doboj Cantonal Government lists Articles 21 and 22
of the Law of Concessions of Zenica-Doboj (Official Gazette 5/03) as the basis of their decision but
the said articles tackle the rules of procedure on the Commission on Concessions, not concessions
themselves (Klix.ba, 2024). Article 6 of the relevant law, however, tackles concessions as such, and
makes no mentions of mining-related concessions, making the granting of such, in effect, a cantonal
power.

Just two weeks after the Cantonal Court ruling, the Federation Ministry of Energy, Mining, and
Industry fast-tracked a new mining permit for Adriatic Metals, asserting that “research and
continuous monitoring” demonstrated a lack of contamination of the Bukovica River. When asked
for the decision the FBiH Mining Ministry told CIN that it wanted to clear this with Adriatic Metals
(CIN 2025a). Nor was there any public hearing before the new decision (which cited one from years
before the mine opened). This sequence, a judicial ruling followed within a fortnight by a
ministerially fast-tracked replacement permit, issued without public consultation, exemplifies the
mechanisms of legislative fast-tracking and muted regulatory oversight identified in the
GEO-POWER-EU framework (Prelec et al. 2025: 26).

But the commitment of the Federation Government, as well as the OHR and other international
actors, to the project — despite local opposition launched well before the mine opened — is
noteworthy and indicative of the priorities of both the Federation Government and the “international
community” in BiH.

The divergent competences embedded in the Dayton system create structural incentives for
investors to treat regulatory ambiguity as an opportunity. Because the Federal Ministry granted the
exploitation rights, while the concession itself is a Cantonal power (Vlada ZDK; “Zakon”),
responsibility is effectively distributed across jurisdictions in ways that make consistent
enforcement difficult. (Zukan&i¢, 2025).'° This ambiguity, whether unintentional or, as some
observers have suggested, deliberately preserved, provides important leeway for firms to establish
irreversible facts on the ground in advance of full legal clarity.

It is evident that Adriatic Metals pursued the Rupice mine in Vares in full awareness that it was in a
legal gray area. The 2024 Annual Report states that “The laws and regulations on mining in Bosnia
and Herzegovina and Serbia are still evolving and, as a result, some areas of the laws on mining are
unclear. There is no guarantee that the Company will be able to obtain all required approvals,

!5 The Cantonal Court in Mostar has jurisdiction in this case because the Federation Ministry is located in Mostar.

'® For example, construction of wind farms and solar arrays in Cantons 7, 8, and 10 (where the HDZ is dominant) has
proceeded without Federation approval. See DZenisa Zukanci¢, “Zakon na imovina na ¢ekanju, Sume iskréene,”
Oslobodenje, August 4, 2025.
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licenses and permits relating to its exploration and subsequent exploitation activities” (Adriatic
Metals, 2024).

The differential distribution of costs and benefits across municipal boundaries further illustrates the
governance distortions the project has produced. Mining work is being done in the municipality of
Vares, whose mayor, Zdravko Marosevi¢ (former HDZ, now HDS'”), has publicly championed the
project as economically beneficial. The primary environmental costs, by contrast, fall on
neighboring Kakanj, whose population of nearly 40,000 faces risks to its water supply. Kakanj’s
water utility, Vodokom has resisted the project since 2021, and has pursued its case through the
courts — acting as a key resistance actor in the framework's typology (Prelec et al. 2025: 32). In
May 2021, Vodokom refused to offer Eastern Mining consent for the exploitation and construction
of the mine plant, based on expert opinion provided by a geological engineer'® (Cav&i¢ 2023).This
spatial separation of benefit and harm, combined with the fragmentation of governance
responsibility, is central to understanding why the project has been able to continue despite
sustained legal and civic challenges.

BiH’s generally convoluted and non-responsive governmental system provides no shortage of
opportunities for various levels of government (municipality, canton, entity, state) to evade
responsibility. These challenges are well known and include unintentional — and some would argue
intentional — lack of clarity about whether governmental competencies are held at either the
municipal, canton, entity or state levels, as well as a lack of consistent, accountable and transparent
procedure on issues pertaining to the public good.

FOREIGN ENGAGEMENT

The investors in this case have not been foreign states acting directly, but privately held foreign
companies operating with visible state diplomatic backing. The involvement of UK, Australian, and
US interests in this project, and now ownership by a Canadian company, are worthy of note in a
country that ostensibly should align with European Union practices in pursuit of the purported goal
of EU membership.

The role of the international community in BiH — a legacy of Dayton and the subsequent inability
and/or unwillingness of the country’s elites to chart a post-Dayton path — is also notable. The role of
the Office of the High Representative (OHR) deserves attention in this context. The OHR is not a
sponsoring state, but its sweeping powers, including the authority to impose or revoke laws and

17 Marogevi¢ broke from HDZ in 2023. Followers of local politics notes that this was presumably because HDZ BiH (at
the broader Federation entity-wide level) likely wanted to absorb most of the benefits that might accrue to the town
from the deal.

'® The engineer noted was Mirza Ba3agic.
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remove elected officials, make it a significant actor in BiH's governance architecture. The OHR
under High Representative Christian Schmidt approved a December 2022 FBiH Government
decision allowing Adriatic Metals to "temporarily" use state forest land adjoining the mining site
(N1 2024), despite the 2005 OHR ban on the sale or concession of state property pending legislative
resolution at state level (Sarajevo Times 2023). FBiH PM Nermin Niksi¢ stated at the opening of
the site that it represented a message to all potential investors that they could invest successfully in
the Federation (Federation 2024). In the terms of the GEO-POWER-EU analytical framework, the
OHR's intervention in this instance functioned as a form of top-down regulatory override, lending
institutional legitimacy to an arrangement that domestic courts would subsequently find
unconstitutional (Prelec et al. 2025: 25).

The EU's position warrants explicit note. None of the countries directly involved are in the
European Union, although the UK was a member state at the time of Adriatic Metals’ acquisition of
Eastern Mining. Yet if the European Union has expressed concerns about any aspect of the
investment deal, they are not apparent or publicly available."” There may be a variety of rationales
for this. But for an operation which has been billed by diplomatic boosters as being linked to
broader European agendas, the silence is notable. Julian Reilly, British Ambassador to BiH, and
Nusrat Ghani, then Minister for Europe of the United Kingdom and Northern Ireland, visited Vares§
in 2024. In his remarks, the CEO of Adriatic Metals Paul Cronin made the link between this UK
investment and the EU in his remarks, saying, “This high-level visit allowed us to introduce the
guests to the details of our investment in Bosnia and Herzegovina, particularly our role in securing
the raw materials needed for the energy transition in line with the key objectives of the European
Union's Critical Raw Materials Act” (Biznisinfo 2024). BiH is an EU candidate country which —
according to the acquis — ought to approximate EU environmental standards to pursue membership.
Nor, it is also worthy of note, can BiH “speak with one voice” on energy or environmental matters,
given neither falls under state-level competences (nor does the directly affected sector of
agriculture). This makes the EU’s reticence all the more conspicuous.

While there are many local and international players involved, and while banks and law firms are
routinely involved in large-scale business investment, at this stage there is no publicly available
information about professional intermediaries - legal advisers, financial structurers, consultants -
engaged in the original concession or the 2025 ownership transfer. This opacity is itself a
governance concern and merits further scrutiny as the new ownership structure becomes
established.

1 The authors requested a meeting with a relevant person at the EU Delegation in BiH. This request was declined in
August 2025 , with an email response noting, “The questions and the issues you would like to discuss cannot be
addressed by the EUDEL as they require information that fall outside of scope of the EU in BiH activities.” In other
words, there appears to be no Delegation members who would be in a position to discuss either this case or what the
case represents more broadly about the political economy.
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SUPPORTERS, DETRACTORS AND (QUESTIONS

The initiative has had its supporters and detractors. First, the proponents of the project will argue
that this deal is good for people and the country as it generates revenue (Economist 2023). For
example, as of 2023, more than BAM 2.5 million (1.25 million Euro) in concession fees had been
paid to the municipal and cantonal budgets (Cavéi¢ 2023).

Adriatic Metals has been involved in public relations activities to try to burnish its reputation by
giving humanitarian donations or educational equipment. Some observers have characterised these
activities as an attempt to greenwash the project and to compensate for the fact that there is no legal
requirement for a percentage of the profits to stay at home. For example, the Adriatic Foundation
(Adriatic Foundation), founded by Adriatic Metals, provides secondary school scholarships and free
English lessons. Such voluntary and arbitrary corporate initiatives are not equivalent to structured
public funding, the usage of which citizens can democratically influence. In the framework's terms,
these activities correspond to the role of promoters and legitimisers, who deploy narrative
legitimation to frame the project as a public benefit and manage reputational risk (Prelec et al. 2025:
31)

Critics of the process and of this particular investment will point out that more money could be
generated if there was a more favorable concession rate, or a law related to royalty payments. It is
important to note that Socialist Federal Yugoslavia had no law on royalties, since the mines were on
public land and the mining companies were also publicly owned.?* Therefore there was no such
inherited legislation shaping the post-war environment. In the intervening years since the war, BiH
has not adopted a statewide royalty law, nor have sub-state entities or cantons. Therefore, the main
potential revenue source is through concession fees. The available evidence does not indicate that
significant effort was made on the part of either the investor or the cantonal authorities to negotiate
contractual terms ensuring that a greater share of revenues and profits would remain in the
community or country through legally binding obligations. The Adriatic Metals 2024 Annual
Report notes a “clear and concise mining code in a stable democracy,” as well as a “10% corporate
tax and favorable royalty regime.” Yet its balance sheet in this report lists no explicit payment to
local, cantonal, entity or state governments. This may be due to the fact that the company reported a
2024 loss (Adriatic Metals 2024). In an interview, an individual in Kakanj noted that there will be

2% Concession fees and royalties are different. Investopedia defines a concession agreement as follows: “A concession
agreement is a contract that gives a company the right to operate a specific business within a government's jurisdiction
or on another firm's property, subject to particular terms. Concession agreements often involve contracts between the
nongovernmental owner of a facility and a concession owner, or concessionaire. The agreement grants the
concessionaire exclusive rights to operate their business in the facility for a stated time and under specified conditions”
(Investopedia). A royalty “is compensation to the owner of intellectual property or natural resources for the right to use
or profit from the property” (Cornell Law School.)
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little to no economic benefit for Kakanj, although residents are experiencing a documented negative
environmental impact.?!

Second, and on a related point, there have been a number of procedural, concession and financial
concerns. As leading investigative media outlet CIN has reported, the initial basic concession
contract signed in 2013 has been greatly expanded, and questions have been raised about whether
cantonal authorities negotiated terms that adequately reflected the public interest (Cavéié 2023). For
example, there are increasing concerns about and reporting on the possible environmental and
public health consequences of this enterprise (Sarajevo Times 2025; Cobo 2026). (In the
GEO-POWER-EU framework, this pattern of the incremental extension of a concession beyond its
original scope without competitive rebidding corresponds to the mechanism of expansion by
stealth, combined with asymmetric value extraction facilitated by captured bargaining between the
investor and gate-opening authorities (Prelec et al. 2025: 25).

Third, there have been concerns about the environmental impact of the mine for some time, and
related citizen activism. The communities downstream from the Rupice mine are the most
motivated to fight, given the pollution it has caused. Kakanj’s population of nearly 40,000 is in
danger of losing its pure water supply. On behalf of the citizens of Kakanj, environmental activist
and lawyer Hajrija Cobo filed a complaint with the Council of Europe in August 2022 about the
Rupice mine via the Secretariat of the Bern Convention. This put pressure on Bosnian officials, but
the results have reportedly been mixed (Lippman 2024). Other organizations joined together to
lobby the Kakanj municipal government in September 2023, advocating for the preservation of the
Mehori¢ recreational wilderness, including rivers and forests (Lippman, 2024). As a result, there
was a unanimous resolution by the municipal council to establish a protected area in the upper
Trstionica region (Abrasmedia 2023a). Kakanj’s Mayor Mirnes Bajtarevi¢ (SDA) is angry at the
position into which his community has been put. He blames both the Federation entity government
and the European Commission, asking, “In Brussels, they are talking about the need to close coal
mines, and at the same time we are opening a damaging mine here, just across the border from the
EU. Is that fair?” (Gercama 2024). An individual involved in relevant labor union activities
commented that Bosnian society is “ill-prepared” for the environmental impact of projects such as
Vares or Lopare.*

These protests have showcased solidarity between communities among citizens across entity lines,
as they brought together environmental activists from other communities impacted by mining and
energy-related projects (Lippman, 2025). Investigations such as those catalyzed by CIN and
followed by others - and the civil resistance which grew afterward - prompted wider coverage,
including by Radio Free Europe in early 2024 (Teletovic 2024). This coverage concerned the effect

! Interview with expert in Kakanj; July 2, 2025.
22 Interview, labor union representative. June 24, 2025, Bosnia and Herzegovina. Lopare is a site in the RS which is
being targeted for lithium.
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on the water quality downstream from the mining site. Members of the European Parliament
representing the Green and Social Democratic families have made their concerns clear in repeated
and continuing communications and appeals on the subject (Kuri¢ 2024). For example, in a January
2024 post on X, Dutch GroenLinks MEP Tineke Strik implored European Commission President
Ursula von der Leyen and European Council President Antonio Costa to raise the issue of a
defamation suit brought against an environmental activist from Kakanj, Hajrija Cobo, in their
meetings with BiH authorities. She further stated that “Adriatic’s practices threaten both BiH’s
nature and rule of law. They should abide by national law, and cease this case.” (Strik on X, 2024).
This statement, made by a sitting MEP in a public forum, is cited here as a matter of documented
public record. According to CIN's reporting and accounts gathered during fieldwork for this study,
investigative journalists seeking information about the project encountered dismissive responses
from official interlocutors (Cavé&i¢ 2023). The use of defamation proceedings against an
environmental activist is consistent with the pattern of oversight intimidation and accountability
suppression identified in the GEO-POWER-EU framework (Prelec et al. 2025: 28, 32). Strategic
lawsuits against public participation (SLAPPs) are a recognised instrument through which investors
and their allies seek to deter civic scrutiny — a risk that the EU's own Anti-SLAPP Directive (2024)
was designed to address. The invocation of that broader context here is analytical, not a finding of
legal liability in this specific case.

A fourth issue of concern noted has been the basic issue of transparency. As evident throughout this
text, the Center for Investigative Journalism (CIN) did important early reporting on the case, and
much of the information that is publicly available is from the organization’s foundational 2023
investigative work, which brought the case to broader public attention (Cav¢i¢ 2023). The fact that
for so many years there had been little reporting suggests a general weakness in procedural
transparency and also local journalism. Legal decisions that have made their way through the
country’s judicial system have been appealed and ignored as noted above, in part as a consequence
of multiple competing governmental jurisdictions. Citizen opposition to the project has been
marginalised: Hajrija Cobo's case is one illustration, and documented local opposition — in Kakanj
through city-wide demonstrations and rural community mobilisation (Federalna 2023; Abrasmedia
2023b; Abrasmedia 2024), and in Vares itself (Karton Revolucija 2024) . This has prompted the
formation of environmental organizations advocating for an increase in standards, at times crossing
inter-entity boundary lines (such as Fondacija Atelje za drustvene promjene — ACT). These actors
constitute resistance actors in the framework's typology (Prelec et al. 2025: 32-33), whose
effectiveness has been constrained by the structural fragmentation of governance responsibility and
by legal pressures that have diverted resources and attention away from substantive advocacy.

3. REGioNAL COMPARISON
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Looking at this case and comparing it to the proposed investment in a lithium mine in western
Serbia by the company Rio Tinto, and the Jugohrom Ferroalloy Plant in North Macedonia, can be
useful in terms of identifying trend lines in the political economy in the region, as seen by domestic
and also external actors. These three cases are interesting because they are all related to issues of
extraction and processing.

The Rio Tinto mining project in Serbia’s Jadar valley illustrates several similarities. Most obviously,
both are examples of extractive mining initiatives. As such both can be held up as alleged examples
of support for the “green transition,” by either local elites, corporate elites or the countries involved
in the project.

In addition, both cases demonstrate strong grassroots opposition. In BiH, local community
opposition has tended to be truly local; despite some solidarity with other local activists it never
turned into countrywide mobilization unlike in Serbia, where this opposition spread throughout the
country. To a large extent this is because of the fragmented nature of governance and media in BiH
and the resulting lack of consistent country-wide solidarity on issues of importance.

A third similarity is related to the way the investors and the country supporting the investments are
seeking to — to the greatest extent possible — ignore either citizen protest or legal/judicial challenges,
continuing to move forward as if the projects’ implementation were a fait accompli without regard
to these processes. In the case in BiH this is evident in the way Adriatic Metals has continued to
work in spite of judicial processes calling for it to stop.The operations have continued during
appeals processes, with the effect — whether by design or circumstance — of generating facts on
the ground that may prove difficult to reverse. Similarly in Serbia, the Rio Tinto Jadar lithium
mining project provoked widespread popular resistance, leading the government to revoke the site’s
spatial plan in early 2022. In 2024 there was a court decision ruling that stopping it was
unconstitutional (Business and Human Rights Resource Center, 2024). The Government relaunched
it, gaining immediate and highly visible German support in 2024, in spite of opposition and
challenges and many unanswered questions (Stojanovi¢ 2024). The company is still planning to
begin commercial extraction by the end of this decade.

Further, both cases are examples of external capital being facilitated and pushed by Western actors
who purport to want the countries in question to be democratic states built on foundations of good
governance and an independent judiciary yet are making deals in and injecting capital into an
environment in which these values are weak or nonexistent. In the case of Serbia, Germany
bilaterally and the EU collectively are pushing for this project, despite the many unanswered
questions; not only is this showing EU involvement in corrosive practices but showing the
involvement of one of the European Union’s largest member states (EC 2025; Deutschland.de
2024). In the case of BiH, post-Brexit UK — with American heft brought to bear in support — has
been the main country contributing to the further corrosion of the political economy, at least in this
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case. With the new ownership by Dundee Precious Metals, the Canadian disposition going forward
will merit scrutiny.

In both Bosnia and Serbia, it is clear that the interests of foreign money and local elites far exceed
the agency or possibility of citizens affected by these projects to have an impact on their community
or lives.

The now idled Jugohrom Ferroalloy Plant in North Macedonia in Jegunovce (near Tetovo) provides
another additional interesting case. The plant, dating back to Socialist Yugoslavia, remains one of
the primary polluters in the country, despite being closed for nearly a decade for environmental
noncompliance (Jakimova 2025).

A key difference between Jugohrom and the Vare$ and Jadar projects is that the foreign investor in
Jugohrom’s case (as of 2010) was Camelot Group Limited, a holding company from Russia
(Macedonian Business Monthly, 2010). Camelot reopened Jugohrom in 2010 — until its forced
closure for heavy air and water pollution in 2016 (bne Intellinews, 2016). It was registered in Hong
Kong (Scoop, 2025). In 2021, it was “struck off” the Hong Kong Company Directory (HK
Company Directory, 2025). There is currently a company with the same name in Derby, UK —
without a likely connection to the former (Companies House, gov.uk, 2025). This demonstrates
global non-transparent investment trends (and flight from consequences) that have been well
detailed by experts such as Oliver Bullough; without the global financial system of banks and shell
companies, primarily located in "the west” or long-established offshore locations, such transactions
that enable kleptocracy and state capture would not be possible (Bullough 2022).

Another difference is the relative timelines of each project; Jugohrom is a brownfield investment;
Adriatic’s Vare§ mine itself is greenfield — though in a legacy mining municipality; the Jadar project
in Serbia is pure greenfield. Jugohrom continues to produce health hazards for a wide population
via water pollution, despite not smelting for several years (Georgievski, 2022). As with much
environmental cleanup worldwide, the responsibility for addressing this has thereby fallen to North
Macedonia’s authorities, although in 2025 a British loan facility — the UK External Financing
Facility (UKEF) — of up to £5 billion will be available for a variety of investments, including health
(UK.gov, 2025). Presumably, this is the umbrella under which cleanup of Jugohrom’s waste pool
would be drawn from, as explained by Deputy Prime Minister and Minister for the Environment
Izet Mexhiti in May 2025 (MACTEL, 2025). “The company has a history of over 50 years of
uncontrolled disposal of waste material containing chromium salts caused soil and groundwater
pollution, including the River Vardar” (Global Atlas of Environmental Justice, 2021).

There are other interesting similarities. The three cases, to varying degrees, have prompted citizens

at the local level to demonstrate against the projects, including for environmental reasons (Spirié,
2021). Media coverage which has highlighted the lack of transparency and accountability.
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Responses in BiH were in the judicial sphere; Serbia’s temporary halt depended on the will of
Serbia’s “decider” — President Vuci¢. They also show that despite public demands, no governmental
remedial action has been undertaken. In Jugohrom’s case, the plant was finally closed.

One can also speculate on whether divisions inherently embedded within the political economies of
both countries had an impact on governmental action. The dynamics of these political economies
have been substantially outlined by Democratization Policy Council and Eurothink (Perry et al.
2021)*. In the case of BiH, the Dayton Agreement — which ensured a weak state and weak
independent oversight potential, as well as fragmentation of responsibility — made the project in
Vares possible in its current form.

In North Macedonia, the legacy of the Ohrid agreement entrenched a political dynamic between
Macedonian- and Albanian-speaking political parties in particular. Tetovo is the largest
Albanian-speaking city in North Macedonia, and the Polog Valley, in which Jugohrom is located, is
and has historically been majority-populated by the ethnic Albanian minority in the country,
including when the plant was constructed in the early 1950s. Environmental concerns were not a
major factor in Yugoslav postwar development in any case; the concept of environmental racism
had yet to be coined (Ihedjirika, 2023). The Republic of Macedonia’s ethnic Albanian population
was perhaps the most disadvantaged of Yugoslavia’s ethnic Albanian minorities, particularly after
the 1974 constitution made neighboring Albanian-majority Kosovo a federal unit as an autonomous
province of Serbia (Rajkovi¢, 2012; Brunnbauer, 2016).

While the focus of this paper is on Vare§ in BiH, it is clear that other external investments are
similarly contributing to antidemocratic trends in countries purported to be on an accession path to
European Union membership. The table below provides a very brief summary.

2 This research was inspired by work by Chayes (2015) that explains the often ignored link between extreme corruption
and threats to global security.
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Table 2: Comparison of Corrosive Deals in Mining Sector

spatial plan (2021);
Serbia scraps spatial
plan (2022); President
"Vuci¢' says halting
project a “big
mistake” (2022); news
leaks of Serbia-EU
lithium mining deal
(2023); Vucic says
project can continue
with EU guarantees,

announces that the
project halted in
“care and
maintenance” in
November 2025,
likely awaiting a
more favorable
public
environment.

Project | Country | Key Legal and Public Backlash Geopolitica
Investors | Governance 1
Shortcuts Implication
S
Vares Bosnia Adriatic Concession fee at Local protests, Support
mine and Metals 15% of standard rate; | primarily from UK
Herzegov | (UK) unclear implications concerning embassy; no
ina of negative court environmental EU response
rulings; fast-tracking | impact; media
of cantonal mining investigations;
permits; government | legal challenges
decision granting
“temporary” land use
supported by OHR
Jugohro [ North Camelot | Plant closed in 2016 | Plant closed in Plant closed
m Macedoni | Group 2016 in 2016
a (Russia)
Rio Serbia Rio Tinto | First licensed by Serbian Academy | Memorandu
Tinto (UK/Aus) | Ministry of Mining of Engineering m with EU
and Energy for Sciences warns of | signed Sept
exploration in 2004; ecological damage; | 2024;
MoU signed 2017; Public protests Declared
Govt decrees spatial begin in 2021-2 EU strategic
plan for Jadar area and continue in project in
and creates working waves through June 2025
group (2020); Loznica | 2024 - their height. | by European
includes Jadar mine in | Rio Tinto Commission
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Constitutional Court
rules in project’s
favor, Serbian Govt
decree to allow
project to proceed
(July 2024) (BGEN
2024)

4. CONCLUSION AND ALTERNATIVE VISIONS

While many of the cases being studied within this Horizon GEO-POWER initiative are related to
investments or endeavors by non-democratic countries, and therefore fall into the category of
malign influence, the Vare§S case demonstrates that investments originating from established
democracies with European ties can also be damaging. This is not incidental to the
GEO-POWER-EU framework's analytical architecture, it is a deliberate feature of it. The
framework's central finding is that corrosive dynamics are determined not by the provenance of
capital but by how that capital interacts with governance gaps, elite incentive structures, and
accountability deficits (Prelec et al. 2025: 17-20). The Vares case confirms this finding empirically.
Equally important, the GEO-POWER-EU framework is complementary to those presented by, for
example, Chayes and Bullough; together, the triangulated analyses confirm the negative impact of
economic investments that reinforce kleptocracy and malgovernance, and weaken democratic good
practice.

More broadly, a review of publicly available information suggests that a limited vision for the Vares
investment has been allowed to predominate and to preclude creative thinking about how such
opportunities could in fact strengthen the country and in turn the region, and even support the
ability of the countries concerned to genuinely prepare for EU membership. The case study's central
analytical finding is that co-production — a term within this GEO-POWER-EU framework used to
describe the mechanism through which foreign sponsors and domestic patrons jointly enable
corrosive arrangements — is not limited to investments from authoritarian or hybrid-regime states.
Western-aligned capital can enter into the same co-productive dynamic when the incentive
structures of domestic gate-openers favour opacity over public interest governance. In the classic
examples of corrosive capital, investors seek out and can gain traction in countries with vulnerable
governance. It financially reinforces and rewards a negative status quo, and benefits from a
governmental accountability deficit. For the people affected by such predation this is damaging in
and of itself. For EU candidate countries, it is very likely contributing to even weaker EU readiness.
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One can easily imagine a scenario in which this investment was intentionally considered and
embraced by the immediate community as well as citizens of BiH in general, and that Western
democratic investors, rather than enabling corrosive capital, committed to investing democratically
reinforcing capital. The concept of democratically reinforcing capital is proposed here as an
extension of the GEO-POWER-EU framework's normative horizon: where the framework identifies
the conditions under which capital becomes corrosive, this case study asks what the conditions
would need to be for capital from democratic states to actively support rather than undermine
democratic governance in candidate countries. Considering the following scenarios may be useful
in this respect.

Scenario one is what has unfolded over the past several years. The owners of the Adriatic Metals
and the Vare§ project continue to do the bare minimum to ensure transparency and citizen
consultation. There is a corporate-driven public relations effort (as reported, for example, by CIN,
as investigative journalists seeking information about the project received dismissive responses
from official interlocutors (Cav¢i¢ 2023). Despite several court rulings against operations, the legal
process continued to unfold and the production process continued, with the inevitable consequence
of generating irreversible results. Efforts to “give back to the community” through provision of
school supplies or sports supplies maintains ad hoc donations rather than ensuring contractually
obligated royalties and revenues to local budgets that could then (in theory) serve the people in the
community who elected them. The priority of the investment is to the shareholders; citizens are an
aspect of the business to be managed.

Scenario two is the opportunity that has been squandered. In this scenario, rather than exploiting the
absence of a royalty’s law, relevant stakeholders, led by embassies of the sponsoring states working
together with the EU and others, work to develop a law in line with good European practice, and
ensuring public consultation. This would ensure that people see where the money is going, and in
turn have greater trust and less skepticism in the project and the motives behind it. In the interest of
building trust related to environmental practice, the investor together with partners on the ground,
seeks to use the investment as an opportunity to help establish statewide institutions with the
capacity and competence to ensure the adoption of an implementation of environmental protection
laws and practices that meet EU standards today. Furthermore, the legal changes would establish a
royalty payments scheme that would ensure the public — in the wider community and BiH as a
whole — shares in the benefit of public natural wealth. This creates opportunities to address
educational and labor issues by working with authorities at all levels to develop a chain of
production capacity to ensure that the country is not just a source of raw materials that misses out
on the real money and opportunity to be made from processing and more advanced production.
These processes are tied to required reforms in the EU acquis, and finally enable real forward
motion. At the same time, this key Canadian role in the minerals realm in the Western Balkans
strengthens “Europe Plus” as Europe navigates a rapidly transforming and unpredictable
trans-Atlantic partnership.
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Some readers of scenario two might immediately claim that it is unrealistic; that in a capitalist
system it is not the job of private companies to build the system of governance and legislation in
which they operate. However, if this is indeed the mentality, then it is no different than a
destabilizing interest by other extractive actors, including malign actors such as Russia or China. It
is perplexing that the European Union, together with its British and other partners, has failed to
recognize the leverage that they have to encourage and incentivize such change on the ground.
Rather than throwing European Union money at ad hoc projects purportedly aimed at economic
development and streamlining governance, these large-scale infrastructure projects provide a
real-time opportunity to develop the legislative, institutional, labor, educational and environmental
capacities needed to attract investment but also to strengthen the state and prepare the country for
meeting the challenges of EU accession — goals that still receive abundant lip service from Brussels.

Such a process would also go a long way to rebuilding long lost trust among the average citizen of
the country who for years have understood that their own elites care little for them or their futures,
but now increasingly feel that predators from both west and east simply want to extract and exploit.
Engaging with citizens on such projects in an inclusive and comprehensive way would likely do
more to successfully implement the terms of the peace and the goals of EU membership than
anything that has been done in the past 15 to 20 years.

A virtuous push-pull dynamic could be catalyzed by democratic embassies, both pushing for
genuine regulatory responsibility (including improved legislation) and making clear to
home-country corporations that if they expect advocacy in foreign markets, their behavior in said
markets ought not inflict damage on wider foreign policy goals.

The Vare§ case ultimately reinforces this paper's central argument: that the EU's credibility as a
transformative actor in its neighbourhood depends not only on countering malign external influence
but on ensuring that Western-aligned investment is held to the same governance standards that EU
conditionality formally requires of the candidate states receiving it.
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Annex: Timeline/Key Dates

N

01

N

Milo§ Bognjakovié buys MM Project, which later becomes Eastern Mining (Cav¢ié¢ 2023)

(]

01

)

MM Project buys DP Rudnik Olova, Zinka i Barita [Social Enterprise “Mine of Lead, Zinc and
Barite] in Vares (Cav¢ié 2023)
First concession contract by MM Project signed in March 2013 (Cav¢i¢ 2023)

(3]

01

N |

Eastern Mining bought by the British company Adriatic Metals Ltd. (Cav¢i¢ 2023)

N

1

> ]

Adriatic Metals signed the first annex to the basic contract with Zenica-Doboj Canton, adding 584
acres to the concession (Cav¢i¢ 2023)

N

02

[t

January: Permit issued for surface exploitation (Vlada Federacije Bosne i Hercegovine 2021)
May: Kakanj public company Vodokom refuses to give Eastern Mining consent for the exploitation
and construction of the mine (Teletovi¢ 2024)
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December: FBiH government decision allows Adriatic Metals to “temporarily” use state forest land
adjoining the mining site (Hajdarevic 2023)

2024

April: Grand public opening of mine (Petrushevska 2024)
July: BiH constitutional court fines Federation Government decision of 2022 to be unconstitutional
(Morningstar 2024)

2025

January: Adriatic Metals loses its license following a court decision (CIN 2025b)

January: Permit issued to Eastern Mining/Adriatic Metals by the Federation of Bosnia and
Herzegovina Ministry of Energy, Mining and Industry (FBiH MoEMI 2025)

June: announcement that a Canadian company Dundee Precious Metals was preparing to buy the
project from Adriatic Metals for $1.25 billion (Mehrotra 2025) September: Purchase by Dundee
was finalized
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