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MSME circulareconomyand critical raw material supply

The report focuseson the opportunities and challenges for MSMEs involved in critical raw
materialsupplesin response to COVIEL9 pandemic and the pgsandemic economic recovery.
The pandemic haplacedcritical raw material supply chains under severe presy@teoopens
opportunities which could be filled in by MSMBgany of the opportunities wiklsoenable the
MSMEsto make significant contributions sustainable resource management, building resiliency
and the progress towards the circular economy irpthdictedeconomic recovery worldwide.
However, the economic disruptions have also brought in new challenges, whichiretpuegive
solutiors. Application of UNFC and UNRMS in sustainable resource manageraebecuseful

for MSMEs to build innovative business models and gain from theavanueghat are being
openedThis report highlighs key opportunities and challenges for MSMESs to build resiliency in
critical raw material supply solutiondrawing fromsomekey examples

Key messages:

+ The COVID-19 pandemic lealto the realigtion that countries that haymeviously
covered their demand for CRMs on the world market by purchasing them will increasingly
have to provide for their own supply in the future.

+ In order to protect their own companies, MSMEs should network more closely and join
international organisations inrder to participate in the international exchange of
knowledge The dgitalisationof the enterprise is essential in this respect.

+ MSMESs should provide early training to their staff to enable them to develop internal
procedures to assess compliance riskd ensure compance with legal requirements.
Equally important is the company's knowledge of supply chains, international customs and
national import regulations.

+ National governments and international institutions can and should support MSMEs in
networking and information gathering. An important task of national governments is to
provideimmediatefinancial support in the event of a crisis.

+ In a postCOVID 19 world, stress testing in the supply chain will become a new standard.
The distributed global buséss model, optimized for minimum cost, is complete.
Tomorrow's model requires new priorities in optimization.

+ COVID-19 has highlighted the weaknesses of a globalized manufacturing system, and to
respond to thenwe need to fundamentally rethink supply icisa Our mediunterm goals
should be to make them more regional, to modify the supply chain as a key factor in
business success, and to put human capital back asgbetiafactor in the success of an
agile company.

+ The world has only experienced ondhwggocumented pandemic in modern timélse so
called Spanish flu. Comparing the effects of the 1920 pandemic with the expected
consequences of the COVID 19 pandemicait be assumetat the COVID 19 pandemic
is likely to affect the world economy less severely than the Spanish flu.

Intended audience: Primarily entrepreneurs, business development managers, technical experts in
existing and potential MSMEs, and financiers.
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AoG Aluminium of Greece

BREF Best Available Techniques Reference documents

BEV Battery electric vehicle

CCFL Cold cathode fluorescent lamps

CEN/ European Committee for Standardization/the European Committedeftirotechnical

CENELEC Standardization

CRIRSCO Committee for Mineral Reserves International Reporting Standards

CSA Coordination and support action

CRMs Critical raw materials

DCED Donor Committee for Enterprise Development

DCFTA Deep and Comprehensive Free Trade Area

EC European Commission

EIP European Innovation Partnership on raw materials

EIP-SIP Strategic Implementation Plan of the European Innovation Partnership on raw
materials

EEE Electric and electronic equipment

ELVs End-of-life vehicles

EOL End-of-life

EOL-RIR End-of-life recycling input rate

EU European Union

EURELCO  European Enhanced Landfill Mining Consortium

EURMKG European Raw Materials Knowledge Gateway

EV Electric vehicles

FAO Food and Agriculture Organization

FDI Foreign direct investments

HEV Hybrid electric vehicles

HREEs Heavy rare earth elements

IR Infrared

IT Information technology

JORC Joint Ore Reserves Committee

JRC Joint Research Centre

LCA Life cycle assessment

LCD Liquid crystal displays

LCO Lithium-cobaltoxide

LED Light emitting diode

LFP Lithium-iron-phosphate

LMO Lithium-manganesexide

LREEs Light rare earth elements
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LUCAS Land use/ land cover area frame survey

MEErP Methodology for the Ecalesign of Energyelated Products
MFA Material flow analyses

MSMBs Mini, small andnediumsize businesses

MSW Municipal solid waste

NdFeB Neodymiumiron-boron

NiMH Nickel metal hydride

NCA Lithium-nickelcobalt aluminiurmoxide

NMC Lithium-nickelmanganeseobalt

OECD Organisation for Economic Gaperation andevelopment
OEMs Original equipment manufacturers

PERC PanEuropean Reserves and Resources Reporting Committee
PGMs Platinum group metals

PHEV Plug-in hybrid electric vehicle

PMR Primary mineral resources

PSD Private sector development

PV Photovoltaic

REEs Rare earth elements

RMCs Raw Material Commitments

RMI Raw Materials Initiative

RMIS Raw Materials Information System

SARB South African Reserve Bank

SCM Supply chain management

SEEA System ofEnvironmentalEconomic Accounting

SIP Strategic implementation plan

SMEs Small and mediunsized enterprises

SMR Secondary mineral resources

SRMs Secondary raw materials

SDGs Sustainable Development Goals

UNECE United Nations Economic Commission for Europe
UNFC United Nations Framework Classification for Resources
UNRMS United Nations Resource Management System
UWWTP Urban wastewater treatment plants

VET Vocational education and training

WBES World BankEnterprise Survey

WEEE Waste electric and electronic equipment

WSSTP Water sanitation and supply technology platform
WWTPs Wastewater treatment plants
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The COVID-19 pandemic (also known asronavirus pandemic, corona pandemic, coronavirus
crisis or corona crisis) is the worldwide outbreak of the new respiratory disease OMIDirst
appeared in December 2019 in the Chinese megacity of Wuhan (Hubei Province), developed into
an epidemign China in January 2020 and then into a worldwide pandemic. The disease is caused
by an infection with the previously unknown coronavirus SARS/-2, which caused massive

cuts in the public and private lives of many citizens in many countries aroundiidedaring the
pandemic.

Micro, small, andmediumenterprises (MSME) are the main drivers of economic development in
almost all economies of the world and for various reasons are particdadyelyaffected by the
pandemic. In most cases, MSMEs lack fmancial means to bridge the delays in the supply of
raw materials that result from the broken or interrupted supply chains. One of the main problems
for these companies is to keep their qualified employees. Another problem is to compensate for
paymentdefaults due to the delays and to fulfil longem supply contracts due to the non
delivery of raw materials.

The supply of critical raw materials (CRMs), which are usually only made available to the market
by a few suppliers, is particularly problentatHowever, these CRMs are needed for almost all
innovative future technologies, such asmebility, renewable energies, communication
technologiesdefenceechnology, etc.

In the globalized world economy, the mémeatduring global crises is the inteption of supply

chains. This interruption of the supply chains of important raw materials automatically leads to a
stagnation in the development of those economies that do not have their own raw material reserves.
The current pandemic shows the worldstiproblem and demonstrates the importance of
continuous supply chains to the governments of countries without their own raw material supply.

This study examines the supply chains of CRMs in the global economy and the impact of supply
chain disruption oMSMEs. It proposes solutions and strategies that have been developed around
the world to protect MSMESs from the effects of such crises and prepare these important companies
for the future. It also presents strategies and projects that have been deetorsend the supply

of CRMs to the industry and to expand the supply of Critical Raw Materials through more
developed resources and reserves to counteract the monopolization of the raw materials market.

! During the elaboration and source inspectitie, consultant and contributors to this regete found

many excellent sources already existing on the subject. Various experts describe scenarios that can be
transferred to th€RM problem relatively quicklyDue to the limited time availablé has beerdecided

to only marginallychange these quotatigrthe source islwaysindicated.This reporting format isn
compliancewith UN regulations for consultant reporting

1
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Various definitions of MSMEs

Definition of MSMEs for the EU as given by the glossary of the OECD

Small and mediursized enterprises (SMEs) are meubsidiary, independent firmshich employ

few employees. Téexact number of SME employeearies across countries. The most frequent
upper limit designating an SME msax. Two hundred fiftyemployees, as in the European Union
while some countries set the limit at 200 employd@é®United States considers SMEs to include
firms withlessthan500 employeessmall firms are generally those with fewer than 50 employees,
while micro-enterprises have at most 10, or in some cases 5 wdFikegiacial assets are also used
to define SMEs. In the European Union, a new definition came into force omuarya2005
applying to all Community acts and fundipgogramsas well as in the field of State aighere
SMEs can be granted higher intensity of national and regional aid than large companies. The new
definition provides for an increase in the financiilings: the turnover of mediwgized
enterprises (5@49 employees) should not exceed EURT#lion; that of small enterprises (10

49 employees) should not exceed EUR rillion while that of micro firms (less than 10
employees) should not exceed EURiIiflion. Alternatively, balance sheets for medium, small and
micro enterprises should not exceed EURmiion, EUR 10 million and EUR 2million,
respectively (from OECD, 2005)

Following Eurostat (2019during 2017 SMEs in the EU employed over $dillion people or
approximately 66 pecent of the workforce. In Europe's biggest economy, Germany, SMEs
employed 18.3 Million people, with over GaTillion people employed by smadized enterprises
alone. Enterprises engjing fewer han 250 persons make up over@9 centof all enterprises

in all EU countries, Norway and Switzerland in 2qQT%ble 1) They account for around two
thirds of total employment in the EU, ranging frompkf centin the United Kingdom to 8per
centin Malta. Enterprises with fewer than 250 persons employed contribute abpet &éntof

the total turnover in the EU (Eurostat, 2019).

2 Sourcehttps//stats.oecd.org/gloasy/detail.asp?1D=3123

2
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Tablel: Number of enterprises, turnover and persons employed and the share ofresgtenpith fewer
than 250 persons employed (Eurostat, 2019).

Mumber of enterprises, turnover and persons employed and the share of enterprises with fewer
than 250 persons employed, 2015

Enterprises Turnover {m €) Persons employed
=250 =250 =250
total pErsons total pPErsons total persons
employed % employed % employed %
EL-28 23500341 98.8 27 309775 55.8 137 444 935 66.3
Belgium 602 153 998 939 197 il 2769 085 69.3
Bulgaria 326 219 99.8 121308 69.9 1911916 748
Czech Republic 1001048 958 8 444 231 56.9 3591895 676
Denmark 210 726 987 479 464 593 1666 048 G4.3
Germany 2408 352 98.5 6061400 475 28 288 410 §2.9
Estonia 68 124 987 50 820 775 414 763 782
Ireland 243433 : 595 095 : 1308019 :
Greece 789975 : 236 153 : 2162 572 :
Spain 2 465 540 99.9 1789292 g62.2 11108 702 728
France 2908 814 9588 3624 869 553 14 645 799 61.4
Croatia 146 637 987 77670 60.9 939 598 G9.5
Italy 3683127 98.8 2887615 G8.8 14 225 278 78T
Cyprus 48 329 998 25573 79.9 215716 2339
Latvia 109 642 99.8 51304 R 633 450 794
Lithuania 186 468 958 8 73997 G8.5 934 440 758
Luxembourg 31928 985 151 365 70 255 8GO G8.3
Hungary 536 610 98.8 277 690 871 2 596 236 G9.8
Malta 26 058 99 8 18 665 851 134 212 7a7
Metherlands 1092243 99.9 1412433 61.8 5461082 65.7
Austria 322 325 987 653 111 : 2742 655 :
Poland 1 606 559 998 921 350 56 8 652 063 G8.3
Portugal 807 183 98.8 314 227 : 3007 264 :
Romania 458 122 995 263 366 591 3898 199 65.5
Slovenia 134727 99.8 83628 68.3 591 340 [EX]
Slavakia 429 524 9588 180 476 56.7 1502912 718
Finland 229 096 987 365782 561 1454 614 G5.6
Sweden 686 433 98.8 811 397 : 3102080 :
United Kingdaom 1940 947 98.7 4 348 297 47 19 208 717 53.5
Morway 203 403 99.8 546 504 : 1610874 g8
Switzerland 142 775 95.2 1929 684 : 2737720 67.1

- not available
Source: Eurostat (online data code: sbs_sc_sca_r2)

eurostati

Definition of SMEs for the United States SMEs is given by JPMorgan (2020)

Following JPMorgan (2020pver99 per cenoft h e Un i t28.dmillert fanseare émall
businesses. The vast majority (@& cent of employer firms have fewer than 20 employees, and
nearly 40per cenof all enterprises have unddED 100,000in revenueTwentyper cenof small
businesses are employer businessed 80percentare noremployer businesses.

Definition of MSMEs by the Government of India

A practical definitionis given bythe Ministry of Micro, Small and Medium Enterprises of
India/New Delhi dated 29 September 2006, published in the Gazette of India, Extraordinary, Part
II, Section 3, Suisection (ii), vide S.O. 1642(E), dated September 2006 except as respects
things dme or omitted to be done before such supersession, the Central Government, hereby
notifies the following criteria for classification of mieremall and medium enterprises:

3
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1 A é nacro-enterprise, where the investment in Plant and Machinery or Equipment do
not exceed one crore rupees and turnover does not exceed five crore rupees;
1 a small enterprise, where the investment in Plant and Machinery or Equipment does not
exceed ten crore rupees and turnover does not exceed fifty crore rupees
1 a medium enterprisevhere the investment in Plant and Machinery or Equipment does not
exceed fifty crore rupees and turnover does not exceed two hundred and fifty crore rupees.
This notification shall come into effect from 01.07.202®

Definition of crore: One crore rupges equal to 10nillion Indian Rupees. 1@nillion Indian
Rupees are equal EJR 117,718.19 olJSD 133,358.04 on the 09.07.2020 11:00 UTC.

Definition of SMEs for China as given by Thomala (2019)

In Ching private companies were limited in the past. This changed after the liberalization of the
economy past 1988Each year, there are about five Million SMEs more in China, representing at

least a ten petent yeatovery e ar gr owt h r at e form&tiomirc @ina, BMES e c o n o
have become one of the driving forces in the economy. In 2019, the number of SMEs was estimated

to be over 38 Million. In Beijing alone, there were over 3,100 industrial SMEs generating more

than 2.8 Billion U.S. dollarsannualeevnue i n 2017. The cl assificat
complex with specific criteria for different industries. According to the SME Promotion Law of

China, SMEs are classified based on the number of employees, annual revenue and total assets.
For example, a mediursized agricultural enterprise is required to hire a minimum of five hundred
people. A smaikized construction enterprise can have a maximum business revenue of 8.5 Million

U.S. dollars. Compared to the SMEs in other economies, which exfipioy below 100 or 500

people, SMEs in China are relativejyitebi g. €é0 ( Thomala, 2019).

The COVID19 pandemic is hitting SMEs patrticularly hard since most SMEs lack the financial
means to bridge longer periods without orders. Since the strongest éesonearth are based
on SMEs, it is necessary to protect and support these companies. The supply of critical raw
materials is a pillar of this support.




Chapter 1

Background
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+ The worldwide COVID-19 situation of MSMEs is highly variabl&hus, this
chapter showcases tloeirrent COVID-19 statusof selected UNECE and Nen
UNECE countries.

The situatiorin UNECE (UnitedNationsEconomic Comnssion for
Europe)member States

European Unior?

A view on the COVID impact on and support measures for SMEs

The first summary of data, which SMEunited has received from members about the impact of
COVID onSMEs, the use of available measures and some forecasts for the macroeconomic impact
is presented here

1. COVID-19 impact on SMEs

COVID-19 hits small and medium enterprises all over Europe. On average, alpmrt @&htof
SMEs report to be economically affed. In particular, the most impacted sectors are services (60
per cent70 per cen}, construction and production. The food sector follows with an impact of 10
per certl5 per centFor instance, in France 3&r centand in Spain 9%er centof SMEs are
affected. Moreover, 3@er cenbf total SMES report that theiurnoveris suffering at least an 80
per cenfoss, with an EU average which is aboutpgd cenfoss. For instance, Belgium reports a
declinein turnover for 72per cenf SMEs and for 2®er cenof SMESs a loss of more the per

cent Germany reports a decline of pér cent France and Spain a decline of @& centand 75

per centin sectors confinedBesides although a detailed forecast on employment is premature,
SMEs expect an increase in the unemployment rate in a range betweenehiand 5per cent
points. In some countries, the impact is already harmful. For instance, in Spain and in Austria the
workers who suffer a lapff are respectively 760,000 and 2000. In Germany and Finland, they
are respectively 10,000 and 12,700. contrast,Belgium reports a 32er centincrease in
unemployment in the private sector.

2. Available benefits

3 Adapted from: https//smeunited.eu/admin/storage/smeunited/206etvid13impactl.pdf

5
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As regards liquidity measures: loan guarantees or subsidies are avaibt®untries responded.
Postponement of Tax or Social Contribution payments is available in all countries but Portugal.

For example, 2@er cenbf taxes applied in Germany are postponed. Postponement of repayment

of loans is available in some countridhere is still little information about the usage of these
measures. Moreover, SMEs in all of the European countries have started to use ttershort
unemployment scheme for protection. On average, at the time of this paper, a range between 10
per centind 50per cenbf SMEs are applying this instrument. In terms of numbers, there are about
3.5million workers and 200 thousand companies which are using the unemployment scheme. For
instance, in Austria there are 53,646 applications, in Belgium, ther&,@r5,000 temporaries
unemployed, in Croatial80,000, in Finland 260,000, in Franedlion, in Netherland 300,000

and in Spain 270,430. In Germany, Bér centof all companies are asking for the protection

scheme. Finally, EU countries are answering to the loss of income fansglibyed through
income subsidies. At the moment, the subsidy |
EU members. For inabce, inlrelandti s G 1, 517 per mont h, in |Ital
670 U per mont h (i n -Enaptoyed).ulm Austria,atherd2 aré 022,649 o r s
applications with U 105 Miisl40derocentretiuest of hdele r r e d ,
empl oyed in March wit h perceodfalselferfployéd idApwitMi | | 1 o |
a cost of 0 523 Million. I n France, there are
to 342.000 enterprises.

3. Macroeconomic forecast

GDP in EU nations may decrease by a range betwexan 8entand 6per cent The deficitmay
increase by a range betweemp& centand 5per centpoints. There is still little info about the
impact on the general unemployment. For instance:

1 in Austria, GDP2020:-2.5; employment:1.1 per cenpoints; deficit:-5.5 per cent

In France, GDP 20201 per centdeficit: -9 per cent

In Germany, GDP 20202.8+5.4 per cent

In Italy, GDP 2020:5/-8 per cent

In Netherland, GDP 20201.2+t5.0 per cent unemployment: 4.1/4.3; deficitl.5 per
cenf4.5per cent

= =4 A A

Turkey*

In Turkey the pandemic is underway of a horizontal graphic on those days with approximately
1,000 people infection/day with some p@ople deadunfortunately, after this critical increase
from March to mid of May the situation is like this and looks promising. With the parallel of
pandemic effects economy also tsmwna decreasef approximately 3€85 per centin my
opinion accordig totheeconomic status of last year. But with the last week of May and beginning

4 Source: Enes Besir, Geophysicist, Assistant Manager DMT Turkey, Istanbul
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of June most of the sectors just turned back to their normal activities and also more aggressive
than normal to recover lost time, whioteanghe economy would recover ite near future.

With the decreasing demand of raw materials like coal, smaller mining companies also decreased
their daily production amounts nearly to halftbreemonths period (Marctpril-May) and their
working hours, shifts as well (most of the slmamining companies has worked only 1 shift/day

on those 3 months period. But nadays with increasing demand and production, companies just
started to have normal production rates with normal working hours. But mining has never stopped
or decreased ohose days by bigger actorstbémining sector, they have continued the activities

with high-end precautions against t@©¥ID-19.

During those pandemic daythe state has promoted the employees and employers with some
supports. | can give sonexamples like; dismissal prohibition during Pandemic days, -sinoet
working allowance, no tax liability for some months, credit packages for employees and employers
with zerginterest and nonrecourse for 1 year and-remourse credit and grant packades
employers.

USA®

The following section presents the situation facetdBysmall businesse$hey continue to report
uncertainty about the future as the coronavirus pandemic continues, although overall sentiment
appears to be plateauing in recent wedkisi, small and mediunsized businessesM SMBs)
account for roughly 4®er centof the US economyral provide employment to about Gllion

people in the United States. As the COVIB pandemic continues to cause human suffering on a
global scale, an increasing number of US SMBs fear that the economic impact will also lead to a
reduction inrevenues and are uncertain about the future.

The sustainetmpact from the COVIB1L9 pandemic has led to a continued decline in optimism

for a rapid US economic recovery among SMBs. Businesses with less than $20 Million in revenues
and those that rely onteal foot traffic have been disproportionately affected. As the pandemic
continues to unfoldye will track sentiment among SMBs to gauge how their views on economic
activity, employment, and financial behawio- as well as their expectations about finahc
institutions and public authoritiechange as a result of ongoing public and private interventions

® Adapted from: https://www.mckinsey.com/industries/finanesgrvices/ouinsights/trackingus-smalk
andmediumsizedbusinesssentimenduring-covid-19

7
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The majority of small and medium-size US businesses are concerned about
their sustainability—some more than others.

Businesses extremely or very concerned about business sustainability since COVID-18, % of respondents’

Accommodation and food services . 5
Information and cultural industries - J
Manufacturing .

Finance and insurancea .
Management of companies and enterprises .
Educational services s

Construction I, <

Other services (except public administration) T O

Civerall . O

Agriculture, forestry, fishing, and hunting - EH

Tramsportation and warehousing e

Arts, enlartanment, and recraation - EE

Retail trade ¥

Professional, scienlific, and lechnical services I -

Real estate and rantal and leasing I,

Wholesale frade I | |

Healthcare and social assistance I

All others? . |

Figurel: Business sustainabilily the USAince COVHD9 (McKinsey & Company, 2020).

The stuationin some NoRUNECE Member States

China®
The situation in Chinaisce the coronavirus outbreak began in Janisdbyiefly summarized here.

Chinese business activity has been severely
industrial supply chain. The Enterprise Survey for Innovation and Entrepreneurship in China
(ESI EC) | aunched a survey on t hwsizedienwmmprisast i on
(SMEs) amidst the coronavirus out-bprirdeaviewsd The
with a representative sample of private entrepreneurs from a database maintained over the past
three years, asking about the resumption of prooiies well the different challenges enterprises
face.Thefindings include:

¢ Adapted from ESIEC/Center for Enterprise Research of Peking University;
https://www.cgdev.org/publication/impactronaviruschinassmesfindings-from-esiec
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T 80 per centof surveyed firms had not resumed operations at the time of the survey,
February 10, 2020, and 4@r centcould not determine a timeframe for resumption;

T 20 per centof surveyed firms will be unable to last beyond a month on a cash flow basis,
and 64per cenbeyond three months, presenting a dire picture for SME bankruptcies under
an extended epidemic scenario;

1 Barriers to business operations vary along the supplychath upstream firms mainly
affected by labour shortages, while downstream firms face seoeeechallenges related
to supply chains and consumer demand; and

1 Policies aimed at work resumption should consider the characteristics of each industry and
avoid a onesizefits-all approach.

Based orthe survey datait is found that the impacts experienced by upstream and downstream
firms were not identical under coronavirus conditions, reflecting their different positions in the
industrial supply chain. While enterprises downstream in the industrial chain directly provide
goods to consumers, upstream enterprises provide intermediate goods required by those
downstream actors. In general, upstream enterprises enjoy the advantage of economies of scale.
They can also rely on the capital structure to form large enterprisesntrast, downstream
enterprises consist mostly of lalvantensive, micro, small, and mediusized firms.

As shown in Figure 2, as of February 10, 2020, an average uér8entof enterprises still had

not resumed operations, while the level of workinegtion in business services was slightly higher

at 30per cent A possible reason for this difference is the fact that the operations of the business
services sector can be conducted online, and industries such as IT, logistics, and scientific research
have become the foundation of social operations following the outbreak. Meanwhile, the heavy
industry and residential services sectors are the most pessimistic about work resumption. Among
those that have yet to resume work, pi) centcurrently cannot detmine the timeframe for
eventual resumption. Among those that can determine this timeframe, over 5&entof
entrepreneurs feel that they will not resume work within two weeks (that is, late February 2020).
Overall, the work resumption outlook is grim.
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b

Hawe not resumead work Unable to determine whether work will be resumead delay 1 manth or higher

B L ight Industry I Heavy Industry
P Business Services || Residential Services

Percentage
6
|

Figure2: Work resumption situation by sector (ESErefor Enterprise Research of Peking Univgysit

Notethe aithors' calculationarebased on survey data. Vertical lines in the bar chart represent 95
per centtonfidence intervals. If vertical lines in a bar chart do not match one another, this means
that the average values of the two groups differ at thee®8entsignificance level.

An important reason that enterprises cannot resume work is that employees are unable to return to
work in a timely manner, a major impact. As shown in Figure 2p#reendage of employees

unable to return to work in heavy industry enterprises is the $tighienearly 3@er cent At the

same time, among entrepreneurs in both light and heavy industries, concern over temporary labour
shortages is at its highest, at pér centand 55per cent respectively. Light industry is often
labourintensive and relg heavily on its workforce. It also has a high proportion of foreign
workers. For these industries, the most severe issue is the current labour shortage. Although the
residential services sector has been directly hit by the coronavirus outbreak, @etycaatof
entrepreneurs in this sector saw this shortage as an issue primarily because they are usually small
or selfemployed and feature a high proportion of local emplayees

" From: https://www.cgdev.org/publication/impacbronaviruschinassmesfindings-from-esiec
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Propagation trend®
@ >100,000 reported cases

Europe . i

Total cases >2,142,500  go

Total deaths  >180,100 =
10,000-99,999 reported cases : .

1,000-9,999 reported cases Total cases >84,600
250-999 Total deaths  >4,600
W 50-250
W <50 i

North and Central

e America’
Total cases >2,017,100

Total
Total deaths >122,400 S ceens 2100,600

Total deaths >2,600

—

/
Oceania*
. Total cases  >8,400

South America 3 ' 2 = Total deaths  >100
COVID-19 @mm 800,800 7 B
Total deaths  >38,200 2 .’ o t 3
status as of p 8 ' = SN
H o _ Middle East® : Asia (excl. China)? o
May 31, 2020 i @ oo > 0500 T i ¢
- Total deaths > 12,400 Total deaths ~ >9,700

. Johns Hopkins data used for U.S.. all other North America countries reporting from WHO

Includes Westem Pacific and South-East Asia WHO regions; excludes China: note that South Korea incremental cases are declining, however other countries are increasing
Eastem-Mediterranean WHO region

Includes Australia, New Zealand, Fiji, French Polynesia, New Caledonia, Papua New Guinea

Increasing: > 5% increase in incremental cases over last 7 days, compared to incremental cases over last 8-14 days; stabilizing: -5% ~ 5%; decreasing: < -5%

EERSTNES

Source: World Health Organization, Johns Hopkins University, McKinsey analysis

Figure3: QVID19 status as of May 31, 20ZMcKinsey, 2028.

India®

The situatiorin Indiais still developingand the infected numbers are increasing steadily &om
few 100s per day to 30 thousand per day. Cases in India have aosdigzh marks. With India
recording a spike of ~34,000 cases in a single day, the total tally now stand38&716. The
death toll has climbed to 26,27Bereby making India becomdse third worsthit country by
COVID 19.

The economic impact of the cor@@@VID-19virus pandemic in India has been largely disruptive.
India's growth in the fourth quarter of the fiscal year 2020 went down fweBdentaccording to

the Ministry of Stéistics. Notably India had also been witnessing a-pendemic slowdown, and
according to the World Bank, the current pandemic has "magnifiedxmsBng risks to India’s
economic outlook". Up to 53%er centof businesses in the country were projectedbéo
significantly affected Foreign Exchange Reserves USD 516.362 billion (As on 10th July 2020).
On 12 May the Prime Minister announced an overall economic package worth803silion,

10 per cenbf India's GDP, with emphasis on India as a-sgiintnation.

Indeed, mining and meral sector impacted due to COVIIM led slowdown. Mining companies,
particularly smaller companies with more manual operations, are facing gradually increasing

8 From: https://www.mckinsey.com/abouts/covidresponseenter/home
9 Source: MuhamaBanish,Marketing,Sales and Distribution manager DMT India, Kolkata
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difficulties in maintaining production and retaining workforce. This is due to lower mineral offtake
on account of lack of demand from emske sectors and also nawailability of labour. In addition,
mine developer operators and mineral operators anegfagnificant challenges due to delayed
payments and unavailability of labour. Moreover, weak demand from keysendegments like
power, steel and cement besitedistressed condition of company financials.

The governmentntends to givea push to pa-India exploration projects and more and more of
private sector participation into commercial mining. Receh#®yGovernmenhas opened 41 coal
blocks for auction with a capital investment of around 4 Billion Eurohénext 56 years.
CMPDIL has tendesd 5 exploration blocks witthe latest exploration techniques to fast track
mineable resources. Auction of other mineral blocks is also ongoing. It is believed that demand
and also stability in operations would return in a few marathd there could ba better outlook

for thefuture.

1 There is nosignificant financial support. However, ease in operations through policy
reforms is being focused upon.

1 TherearePolicy Reforms Introduction of Commercial Mining in Coal Seaoabling any
party to bid for acoal block and sell theroductsn the open market.

1 Introduction of Commercial Mining in Coal Sector and auction of coal and other mineral
concessions could see increased investmeheimining sector

1 Governmenits also likely to push acquisitions of assets of strategic minerals abroad such

as battery nmerals.

Governments pushing for exploration projects in coal & other commodities

1 Investment and push in infrastructure projects are likely to result in increased demand for
raw material and ease in logistics.

=

Indonesial®

The first two caseof COVID-19 announced by the Indonesian President on 2 March 2020. The
government immediately takes action by tracking the source of infection and detecting people who
are potentially infected. Those who were positive were immediately isolated in hospiteikeavit
protocols recommended by WHO.

Because most of the case are found in Jakarth) épril i 4 June202Q the Governmenapplied
Largescale social restriction in Jakarta, followed by some province. This policy affected various
aspectespeciallythe economy. The government had stopped all flightsd train trips prohibit
shopping centréeom operatingrequires employees to work from home. The case for termination
of employment increased as lots of activity stopped.

During the restriction, thgovernment provides assistance to affected communities by providing
cash and basic fopthe amount and type are different in each region. All medical expenses for

10 Source: Sonny Yudhistri&eologist AssistanManager DMT Indonesia, Jakarta
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patients who are positive are borne by the government. As per 25 June 2020, there acad8.009
of coronavirus positive in Indonesia, with the case of the deat3 people and recovered,GS8
people.

In mining sectors, Mining companies apply lockdowns at the mine site to prevent the spread of
viruses in the mining area. Coal prices have also continued to decline since March until now. Most
of the small mining companies are closing down their operatuile big operation mining
companies are dependent on their lbegn contract to sell their commoditjglus all mining

sectors operatiois slowing down. Mining companies tend to do savings in all of their operation
aspects to reduce loss untilthe®anmi ¢ goes (dondét know when).

Mongolialt

The Mongolian government has implementedustmeasurement againte spread of COVID

19 in the early stage dhe outbreak. These includée closure of air and land border crossing
between China andongolia since 27 January 2020 and suspension of all international flights and
passengers trains until 30 April which has been extended until 3qisaasnn, 2020)The face

Mask duty and distance rulésivealso been execude Until today, there is no registered local
caseand totally 204 cases have been imported by bringing the citizens from the overseas whereby
139 cases have already been registered as recovered as 20 Juizoaeabmn, 2020)

Asof18"0of Apri | 2020, Mongolianés total foreign
30.9per centyoY whereby exports accounted for $1.18 billion and imports for $1.36 billion, down
43.7per centand 13.per centespectively. The maireason for the foreign trade deficit of $175.9
Million was the dramatic decline in mineral exports. The main export goods are coal and copper
followed by iron ore, gold and zinc. Mongolia exported 3.52 Million tons of coal, which is 62.4

per centor 5.85Million tons less YoY. Coal exports, which had been suspended since February

10 to prevent the spread of the coronavirus, resumed gradually or step by step in March. The export
of copper concentrate reached 359,400 tons and earned about $410 Millionbywtirere
corresponding | oss amo u percendtopin WwllnBedandpet cent on. T
drop in revenue. The corresponding loss from copper concentrate export has been $184 Million.
The copper prices have fallen by aboup20 censince tle beginning of the year, which has also
impacted orthereduction of the revenue from copper exgbtongolian_Mining_Journal, 2020)

Regarding the situation of the smaller mining companies (MSMigshformationis available.

The Government of Mongolia received several financial supports aimed at the fighting financial
crisis due to COVID 19. These are listed below:

11 Source: Margad ogtokhbayar, Businessaiager Mongolia, DMT Germany, Essen
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1 AsianDevelopmenBank (ADB) has approved a $16tllion loan to the Government
of Mongolia to mitigate the severe health and economic impacts of the novel
coronavirus disease (COVIDO) pandemi¢ADB, 2020)

1 European Union provided a grant of EUR 50.8 Million to Mongolian government for
the purpose of bating employment and improving transparency in public finances.

Even the Mongolian government received financial support due to CQYIpandemicthe
Mongolian government did not introduce any implementation plan.

Table2: COVIEL9 status in Mongolia as of June 2020 (Consul.mn, 2020).

MONGOLIA COVID-19 UPDATE consul.mn
/June 20, 2020/
ONFIRMED CASES| LOCAL IMPORTED RECOVERED IN QUARANTINE
CASES CASES

0 0 0 275
| Maroi31 | 14 0 14 2 12 0 2310

38 (+24) 0 38 (+24) 10 (+8) 28 0 466
179 (+141) 0 179 (+141) 44 (+34) 135 0 1891
m 194 (+15) 0 194 (+15) 75 {+31) 119 0 1224
m 194 (+0) 0 194 (+0) 85 (+10) 109 0 1509
NI 134 (+0) 0 194 (+0) 87 (+2) 107 0 1382
m 194 (+0) 0 194 (+0) 89 (+2) 105 0 1638
m 197 (+3) 0 197 (+3) 95 (+6) 102 0 1816
m 197 (+0) 0 197 (+0) 95 (+0) 102 0 2057
m 197 (+0) 0 197 (+0) 98 (+3) 99 0 2067
m 197 (+0) 0 197 (+0) 108 (+10) 89 0 2061
m 197 (+0) 0 197 (+0) 109 (+1) 88 0 2047
m 197 (+0) 0 197 (+0) 111 (+2) 86 0 1891
m 201 (+4) 0 201 (+4) 127 (+16) 74 0 1631
m 204 (+3) 0 204 (+3) 132 (45) 72 0 1719
m 204 (+0) 0 204 (+0) 139 (+7) 65 0 1703
204 0 204 139 65 0 9859
TOTAL /including 13 Medical condition: /Since

foreign nationals/ Mild: 57 January 9, 2020/
Moderate: 8
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Table3: Mongolian mineral exports 2020 (Mongolian_Mining_Journal, 2020).

Minerals exports (as of 15th of April, 2020)

Minerals product Unit Volume Increase Revenue Increase
or Decrease (US$ or Decrease
2020.04.15/ million) 2020.04.15/
2019.04.15 (%) 2019.04.15 (%)
Copper
concentration thou.tn 359.4 -14.5% 4097 -31.1%
Coal thou.tn 3521.8 -62.4% 284 -63.8%
Iron ore thou.tn 2404.5 -3% | 164.5 +22.7%
Gold tonnes 1.6 -66.6% 180.4 -58.9%
Zinc ore and
concentration ~ thou.tn 41.7 1% |83.7 -20%
Fluorspar ore
and concentration thou.tn 168.3 +27.8% 42.5 -10.6%
Refined Copper thou.tn 3.6 +18.4% 119.7 ' +7.3%
‘Cdeol | thoubbl | 399 | soe%  1as ek
Molybdenum
concentration thou.tn {7 4 -0.27% 12.23 “17%

South Africal?

The national State of Disaster which viiast announced on 15 March 2020 has been extended to

15 July 2020. A national lockdown was imposed for from 27 March 2020 until 30 April 2020 to
contain the spread of the coronavirus. These national restrictions have since been eased based on
a riskadjuged strategy from 1 May 2020, becoming level 4 and from 1 June 2020, the restrictions
were lowered to level 3.

The pandemic has affected the economy in a significantamalythe South African Reserve Bank
(SARB) forecasts that the economy will declinesbyper centn 2020. Together with a significant

drop in GDP, there ia probable recession with severe decline of the economy supplemented by
great job losses and company closures. Currently, there is a strategic, phased reopening of the
economy to helghe economy to recovere. more industries can operate under strict health
measures.

When the lockdown was imposed in March 2020, most mines (mostly underground) were required
to shut down or place their operations on care and maintenance apart &lamirees supplying

12 Source: Mapadi Molepo, édlogist; DMT South Africa, Johannesburg
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state power utility Eskopwhich were only required to operate at reduced capacity. It was only
from 1 June 2020 when all mining companies could fully reopen. The temporary closure and
scaleddown operations have left a formidable dentpsoduction and exports. Small miners do

not have strong enough balance sheatd only the strongest players are likely to survive.

The South African government has introduced various intervention measures to support Small,
Medium and Micro EnterprisESMMES) in distress due to the pandemic. The scheme that small
miners can benefit from is the SMME Relief Finance Fagnitigich provides softoan funding

over a 6month term from 1 April 2020 for existing businesses provided that they apeig@ént

South African owned, 7@er centof their employees are South African, and they are registered
and compliant with South African Revenue Services (SARS). In instances where SMMEs will
require assistance longer thgir months, the term may be extended dependent on their needs.

16



MSME circulareconomyand critical raw material supply

Example situation inside the EU

SMEunited®®

In Europe SMEunited isa special organizatiahathelps MSMESs to organize the supply with raw
materials ando find a way through h eceaid of information, institutions and organizations
which areavailable in the B.

SMEunitedvasis formally known as UEAPMEIt is the association of crafts and SMEs in Europe
with around 70 membeorganizationsfrom over 30 European countries. SMEunited is a
recognizece mp | o grgamizatidbrand European Social Partndt acts on behalf of crafts and
SMEs in the European Sot@ialogue and discussions with the EU institutions.

SMEunitedrepreserg national crossectoral Craft and SME federations, European SME branch
organizationsand associate membefSMEunitedspeals on behalf of the 2Million SMEs in
Europe which employlmost 95million people.SMEunitedis a nonprofit seeking and nen
partisanorganization

The 24Million SMEs in Europe count for 99¢&r cenbf all enterprises, 2/3 of employment and

close to 6(per centof the added valuereated in the European Unidlrhese enterprises play a
decisive rol e i n Eur othedriver of mmovation amy ensuredocialandi et vy
regional stability.

SMEunited has three main tasks in giving SMEs a voice at European level:
1 Representing the interest 8MEs towards the European Institutions, other stakeholders
and in the Social Dialogue
1 Networking and capacity building
1 Projects.

SMEunited is operative in various sector activities, granting a direct connection to the specific
needs and interests of busas branches. These activities are managed by the following fora:

1 Construction Forum

1 Cosmetic Forum

1 Food Forum

9 Transport Forum

1 Retail forum
SMEunited participates in various projectas project leader or project team member. Thoup
date list of projets run with the participation of SMEunited can be foomdthe welpage of

13 Adapted fromhttps://smeunited.eu/abeus
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SMEunited SBS is a specific project of SMEunited (founding deading partner) and is a
European nefor-profit association established with the support of the European Commissio
represent European SMEs in the standard making process at European and international levels.
The SBS goal is to represent and defend SME interests stath@ardizatioprocess at European

and international level.

MSMEs supply in critical raw material (CRM)

Global markets are assentiabource of growth for small and meditsized enterprises (SMES).
However, only 600,000 SMEs employing roughliv8lion people export goods outside the EU.
The market for CRMs is international (Tat).and small to radiumsized companies have little
chance of directlycontactingraw material sourcesurthermore, the acquisition of critical raw
materials isin most cases too costly for such companiesteasing thenternationaligtion of
SMEs and helping them access third markets 1is
growth and innovationThis is the field of activity of the mostarious mostly stateorganized
trade and networking organizationshel European Commissionfwiority is to ensure that
enterprises can rely on a busin&ssndly environment and make the most out of growth markets
outside the EU.

Table4: Global supply of the CRMséndividual materials (EC, 2017b).

Main Main
Material Stage'® | global Share | Material Stage | global Share
supplier supplier

1 Antimony P China 87% Natural graphite E China 69%
2  Baryte E China 44% Natural Rubber E Thailand 32%
3 Beryllium E USA 90% 25 Neodymium E China 95%
4 Bismuth P China 82% 26 Niobium P Brazil 90%
5 Borate E Turkey 38% 27  Palladium P Russia 46%
6 Cerium E China 95% 28 Phosphate rock E China 44%
7 Cobalt E DRC 64% 29 Phosphorus P China 58%
8 |Dysprosium| E  China 95% 30 |Platinum P S.Africa 70%
9 Erbium E China 95% 31 Praseodymium E  China 95%
10 [Edrepium | E  China 95% 32 |Rhedium P S.Africa 83%
11  Fluorspar E China 64% 33  Ruthenium P S. Africa 93%
12 \Gadelinium E  China 95% 34 Samarium E  China 95%
13 Gallium* P China 73% 35 Scandium P China 66%
14  Germanium P China 67% 36  Silicon metal P China 61%
15 Hafnium P France 43% 37 Tantalum E Rwanda 31%
16  Helium P  USA 73% 38 [etbium W E  China 95%
17 E  China 95% 39 [Thulium | E  China 95%
18 Indium P China 56% 40 Tungsten E China 84%
19 Iridium P S. Africa 85% 41  Vanadium P China 53%
20 Lanthanum E  China 95% 42 [Waebiom W  E  China 95%
21 Jldtetium ™ E  China 95% 43 [Wethum | E  China 95%
22  Magnesium P China 87%
Legend
Stage E = Extraction stage P = Processing stage
_ Dysprosium, erbium, europium, gadolinium, holmium, lutetium, terbium,
thulium, ytterbium, yttrium
LREEs Cerium, lanthanum, neodymium, praseodymium and samarium
PGMs Iridium, palladium, platinum, rhodium, ruthenium

*Global supply calculation based on production capacity.
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In other countries outside the E&imilar organizationsarrangethe supply with international raw
materialsfor their national customers. Such organizatiaresorganized internatiomaland serve
their members with networking ameanagingof trading opportunities

Examples for global organizations are:

World Customs Organization (WCO)

World Trade Organization (WTO)

International Chamber of Commerce: ICC

Forum for East Asia and Latin American Cooperation (FEALAC)
European Free Trade Association, EFTA

Latin American and Caribbean regional organization/DFAT
African Continental Free Trade Area (AfCFTA)

Association of African Trade Promotion Organizations
Asia-Pacific Economic Cooperation (APEC)

= =4 =4 -4 48 —a 4 A -9

Hundreds of Bi-national chambers of commerce:
9 Organized in the Federation of International Trade Associations

Examples for national organizations are:
9 China Foreign Trade Centre (CFTC)
I U.S. Chamber of Commerce
I Germany Trade Associations - Association of German Chambers of Commerce and
Industry
1 German Mineral Resources Agency (DERA)

Bi-lateral agreements and contracts like (only examples):

9 International Free trade Agreements (Fig. 4)
EU-Mexico Trade Agreement
EU-Vietnam Trade Agreement and Investment Protection Agreement
CETA - International trade agreement between the EU and Canada
JEFTA- International trade agreement between the EU and Japan

=A =4 -8 -9

Organizationdike thesemanagehe international supplgf raw materias. SMEsare supported to
organize the supply with raw material @@BMs by the national Geological $eys. In Germany
for examplethe German Mineral Resources Agency (DERA) is mérthe Federal Institute for
Geosciences and Natural Resources of GernfBBR). DERA collects information about all
kinds of industrial merals,metallic ore, fossil fuelspuilding materials, and any raw mateyial
which is needed by the German industry worldwide. Published in annual pubbcatien
availability, qualities othematerial, amount of material and contact informatcgsubmitted to
the publicin general and specifically, to &ind of enterprises needof such information.
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Figure4: Free trade agreements worldwide

¥ From: https://www.seco.admin.ch/seco/en/home/Aussenwirtschaftspolitik_Wirtschaftl
Zusammenarbeit/Wirtschaftsbeziehungen/Freihandelsabkommen.html
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