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Nearly every investor in the mining sector recognizes the adage, “Good management can turn a mediocre project into a success,
while poor management can ruin a good one.” Interviews with sophisticated investors affirm that management critically
impacts investment success or failure. Despite the belief that the people aspects may outweigh technical, ESG, and other
considerations, many investors lack robust tools and methodologies for an impartial management due diligence process.
Current due diligence focuses on more tangible “below ground risks,” such as ore reserves, mine plans, and costs, and “on the
ground risks,” including environmental and social factors. An overview of current management due diligence practices and
recommendations for best practices for mining investors to ensure a more rigorous process are presented.

Introduction

The mining industry poses unique challenges that complicate investment efforts such as jurisdictional,
regulatory, geological, metallurgical, operational, ESG (Environmental, Social, and Governance), and other
risks. A skilled management team that can navigate this complex landscape is crucial. The authors aim to
assist investors in the mining sector by offering an overview of tools and best practices that enhance the
management due diligence (MDD) process. We seek to create a robust, objective framework for better-
informed investment decisions, ensuring that portfolio company management teams possess the
necessary skills for the investment strategy, leading to improved investment performance.

Management due diligence refers to evaluating a company’s management team and their capabilities. This
process involves assessing the skills, attributes, experience, and track record of key executives and managers to
determine their effectiveness and suitability for leading the company and executing the investment strategy.
Management due diligence helps assess the likelihood of a company’s success and the risk associated with
investing in it, based on the competence and effectiveness of its leadership. A comprehensive management due
diligence process should go beyond the leadership capability of individual team members and also review overall
team effectiveness, organizational culture, and the structure of key management processes (and to what extent
they are being adhered to, particularly when faced with stressful conditions).

Literature Review

Anecdotal evidence suggests that mining investments often fail more due to the people involved than to
technical issues. The authors reviewed the literature to determine how management teams in mining
impact company performance. Many articles suggest best practices for managing mining projects. Hudson
(2022) and KPMG (2014) cover project management to improve productivity and complete projects on
time and budget. Bande et al. (2018) summarize lessons from industry leaders after the super-cycle bust.
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However, there is little quantitative research on the link between management team quality and
investment performance in mining.

Beyond the mining sector, several studies have examined the impact of management teams on company
performance. Kolev and McNamara (2020) found that management teams with greater tenure diversity,
smaller size, and smaller pay disparity among members tend to engage in more strategic risk-taking when
faced with poor performance. Agha et al. (2021) identified a negative correlation between management
connectedness (the extent to which C-level subordinates are appointed by the CEO) and a firm’s
investment in R&D and acquisitions. Adams et al. (2005) discovered that companies with strong CEOs—
often founders or those wearing multiple hats within the organization—experienced more return
variability. Additionally, Bradley et al. (2018) noted that 45% of company performance is attributable to
factors controlled by the CEO.

In light of the extensive literature on management best practices and the consensus on the critical role of
management teams, findings from a Spencer Stuart analysis (Bright, 2011) on private equity-backed
companies are surprising. The study evaluated CEO turnover in these companies, revealing that about
50% of CEO changes within the first four years post-transaction were unplanned. Half of these unplanned
changes were due to underperformance. Although specific statistics for the mining industry are lacking,
the authors’ experience in both the mining sector and private equity suggests these numbers could be
higher for mining companies.

Methodology

To assess current management due diligence practices in the mining industry, the authors conducted
interviews with 42 mining industry investors, including investment advisors, family offices, project
financiers, project partners, Original Equipment Manufacturers (OEMs), private equity funds, traders, and
streaming/royalty companies (Figure 1).

Figure 1
Distribution of the Types of Investors Included in the Dataset (N = 42)

Companies Included in Dataset

Minority Project
OEM, 1 Partner, 1
Family Office, 2

Commodity Trader, 2

Aduvisor, 3

Project Finance Bank, 3
Private Equity, 22

Streamer / Royalty
Company, 8
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We inquired about their experiences, focusing on how management quality affects investment success or
failure. We also asked them to support their views with examples of successful and unsuccessful
investments. Following this, we engaged in a detailed discussion about their current due diligence
processes concerning management and explored how their methodologies included advanced techniques,
such as blind referencing and psychometric testing. From these responses, we compiled statistics on the
perceived significance of management teams, identified common themes in management failures and
successes, and examined the use of both basic and sophisticated management due diligence techniques.

Observations and Interpretation

Management Team Issues Observed

Based on the interviewees’ responses, the authors conclude that management issues contributing to
investment failures often involve a lack of the right personnel or gaps in essential skills and experiences.
Many observations cite strong technical abilities but insufficient marketing or financial expertise, and vice
versa. Additionally, the culture and leadership models employed may not suit the dynamics of a small
business, leading to further complications.

In addition to skill gaps, many interviewees noted behavioral and leadership / management-style issues in
underperforming management teams. A significant concern is lack of communication, where
management may hide bad news or selectively disclose information. Additionally, some leaders exhibit an
attitude of always knowing best, refusing to embrace input from others. Individuals transitioning from
large companies often struggle to adapt to smaller, more agile environments. A pervasive culture of
overpromising and underdelivering exacerbates these issues, as does misalignment of interests when
prioritizing short-term share price gains over long-term results. Senior team members with strong
personalities might not empower their staff, resulting in low morale and productivity. Issues of team
mobility appear when management departs as soon as challenges arise, causing instability. Poor cultural
fit concerning the project’s location also presents challenges. Deceptive and manipulative behaviors are
sometimes observed, along with a dangerous level of hubris that leads leaders to tackle projects for which
they are unprepared. Many of these behavioral issues stem from a lack of a defined culture.

Importance of Management Team Quality

A majority of the 42 investors surveyed believe that the quality of management teams is crucial to the
success or failure of an investment, with only three (7.1%) stating that the asset itself holds greater
importance. One company commented that “the ones that have gone wrong were because of not having
the right people,” while another noted that “when we have successes, it is where we are working with the
right people.” Similar comments were made by many interviewees, who frequently referenced the adage
that “good management can turn a mediocre project into a success, but bad management can ruin a good
project.”

S[Clig

bayes-cid.com | Summer 2025 | Commodity Insights Digest
91



Mining Investments Succeed or Fail Because of People, not Rocks:
Best Practices in Management Due Diligence

Many respondents expressed the view that high-quality assets are typically linked to quality teams. This
observation is intriguing, considering that, except for major royalty companies, many of the investors we
spoke with do not typically have access to tier 1 assets.

Management Due Diligence — Current Practices

Figure 2 summarizes the interviewees’ feedback regarding the role of management teams in investment
success or failure, and current management due diligence practices.

Figure 2
Key Statistics Regarding Views on the Role of Management Teams in Investment Success or Failure, and Current
Management Due Diligence Practices

Opined that mgt is key to success or failure

Opined that asset quality is most important

Uses basic MDD tools

Uses advanced MDD tools

Has comprehensive MDD process

Familiar with psychometric testing

Has used psychometric testing

Has used third parties for MDD

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0% 100.0%

The level of management due diligence varies significantly among investors. Nearly all the investors (98%)
we interviewed utilize basic due diligence tools, such as spending time with management and conducting
high-level reference checks within their network. Many firms rely on both informal and formal interactions
with management, from the CEO to engineering staff, to gauge management quality. This involves getting
to know them through meetings, negotiations, and sometimes on-site visits—though these may not
always be feasible for royalty companies assessing existing royalties. Social events, such as dinners and
casual gatherings, offer further engagement opportunities.

During these interactions, various aspects of management are evaluated, such as their strategic vision,
receptiveness to feedback, ability to attract talent, negotiation skills, attention to detail, timeliness in
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providing information, and overall passion and commitment. Management’s capacity to support key
assumptions in financial models and technical reports is also crucial to this assessment.

Those who utilize these tools primarily assess experience and competency, often emphasizing technical
skills, relevant in-country or regional experience, project type or size, and reputation. Very few investors
explicitly reported focusing on soft skills, including organizational, cultural, and emotional intelligence
aspects. This is interesting as interviewees noted management team failures often revolved around
behavior and integrity, with several investors commenting these aspects can be more important than
experience and competence.

Only seven investors (16.7%) utilized a comprehensive set of advanced due diligence tools, while four
investors (9.5%) were familiar with and used some of these tools, but not all. More extensive management
due diligence includes practices such as blind referencing, developing competency versus experience
matrices, reviewing resumes, employment contracts, and track records—including evaluating the
economic environment of past successes, formal interviews, and psychometric testing.

Regarding psychometric evaluations, 18 investors (43%) are aware of them, but only five (11.9%)
consistently incorporate them into their due diligence processes. Only seven investors (16.7%) have
engaged third parties to conduct more objective and thorough management due diligence. Interestingly,
many investors were unaware that several HR and consulting firms provide this service. Several firms
noted conducting criminal background and legal checks. Additionally, some review management incentive
plans, succession plans, key man risk, and operational readiness and execution plans, including staffing
strategies.

As illustrated in Figure 3, the extent of management due diligence conducted varies by the investment firm
type and the specific deal nature. Private equity firms typically hold significant influence and possess
means to address management due diligence findings, including replacing or enhancing management
teams. This is supported by findings that 29.5% of private equity firms interviewed employed more
advanced due diligence tools (versus 18.8% of streaming/royalty companies, and 8.3% of other
interviewees). Private equity firms also reported frequently on the use of conditions precedent—
particularly concerning management—within their investment processes.

Figure 3
Percentage of Interviewees per Type of Company that Employs More Advanced Management Due Diligence Tools

35.0%
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Psychometric analysis uses psychological assessments to evaluate an individual’s cognitive abilities, personality
traits, and psychological attributes. The goal is to help investors predict whether management team members
are suitable to execute the investment strategy and how they will impact the organizational culture.
Psychometric testing is crucial in management due diligence by providing insights into how individuals’
preferences and behaviors influence team performance. The debrief with team members is more in-depth than
an interview and can uncover relevant issues, including business and technical ones. Additionally, these
assessments may be implemented post-investment, especially for projects or teams facing challenges.

When a management team member or candidate provides references, the results of the check may be skewed
and not provide a balanced view, as candidates tend to choose references who will offer positive feedback. Blind
reference checks address this by going beyond candidate-provided references by finding others familiar with the
individual’s work who can provide meaningful insights. This typically involves former supervisors, colleagues,
clients, and direct reports. This more comprehensive feedback offers a 360-degree view of the individual’s
performance, strengths, and areas for improvement. Based on the authors’ experience, resistance to blind
referencing is a yellow flag indicating potential management team issues.

Impediments to Formal Management Due Diligence

In our discussions, many investors emphasized the significance of having a strong quality management
team, yet few have implemented a thorough due diligence process. Many recognize their existing due
diligence practices are inadequate. One company described its process as “haphazard, based on gut feel,
and not professional,” while another noted, “we shoot more from the hip on management due diligence
than other deal aspects.” The following reasons were flagged to explain the paradox between the crucial
importance of management team quality and the inadequate due diligence process:

e Subjectivity: There is limited understanding of how to undertake management due diligence
objectively. Many investors are unfamiliar with tools and approaches for conducting comprehensive
and unbiased due diligence.

e Industry Mindset: The belief prevails that people can be replaced, but not fundamental resource
guality. One interviewee noted, “you can change the people, but not the geology.”

e Cost: It’s often debated who should bear the expense of management due diligence—the prospective
portfolio company or the investor conducting it?

e Time: Many perceive the due diligence process as too lengthy, especially when trying to meet tight
deadlines.

e Value Underappreciated: Interview feedback suggests that the value of management due diligence is
often undervalued and misunderstood.
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Denial: Investors sometimes deny their imperfections and fail to recognize the need for help.

Bandwidth: While senior leaders are best suited to evaluate management, they often lack time,
leaving the task to less experienced junior team members.

Bias: Some investors believe third parties cannot understand team dynamics as well as they can.
Skepticism about psychometric testing also persists, due to unsatisfactory past personal experiences.

Lack of Deal Flow: Many opportunities do not meet both standard criteria (technical, jurisdictional,
valuation) and management due diligence requirements, reinforcing the idea that management issues
can be handled later.

Competitiveness: Formal due diligence can make investors feel less competitive, as it may portray
them as difficult. Competition from other financial alternatives that may not require such evaluations
was also noted as one of the reasons for not conducting psychometric testing.

Lack of Influence: Investors may lack influence to address due diligence findings and implement
changes, leading some to question its value. However, robust management due diligence enhances
decision-making, regardless of the investors’ ability to affect change.

Quality Talent Shortage: The challenge of diagnosing issues is worsened by difficulty in sourcing
superior industry talent.

An intriguing paradox regarding these perceived obstacles is that many interviewees have stringent
internal hiring processes, yet they fail to apply the same tools and techniques to their portfolio companies.

Biases often infiltrate the management due diligence process, complicating an objective review of a
management team’s capabilities. Familiarity bias—where individuals work only with those they know, or who
are similar to them—often leads to reliance on information aligning with their own experiences. Confirmation
bias may cause investors to become overly enamored with an opportunity based on pre-existing beliefs,
undervaluing contradicting evidence. Ego bias prioritizes deal completion at any cost. Optimism and
overconfidence bias may lead to the belief that management issues can be easily addressed later. Lastly, denial
bias involves overlooking uncomfortable facts, such as unfavorable findings about a management team after
other due diligence has been completed.

Costs of Poor Management Due Diligence Processes

It is essential that a management team has resilience and agility to overcome problems and challenges
that will inevitably arise as a project advances. Poor MDD processes can lead to investments in
management teams that are not adequately equipped to execute on an investment strategy, resulting in
unsatisfactory investment outcomes. This complicates the industry’s ability to attract capital for new
project development—recognized as the number 1 risk facing mining companies (Mitchell, 2024).
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Another drawback of MDD is the substantial time, effort, and financial resources required to replace or
enhance management teams when issues arise. Many investors noted they often undertake extensive
management changes post-investment, a process that is costly and time-consuming. One company
remarked it anticipates teams will fail. Some investors have established their own in-house technical or
commercial teams to address shortcomings in management performance. A more structured
management due diligence approach could identify potential issues more accurately, ultimately saving
time and resources.

A narrow approach to management due diligence can restrict potential investment opportunities by
leading to overly restrictive mandates. Some firms prefer to invest only with individuals they know or have
previously collaborated with, while others seek control over their investments. These investors may
exclude public companies, as achieving the desired level of influence can be challenging, given the
multitude of shareholders involved. Some investors focus exclusively on tier 1 assets, overlooking valuable
tier 2 or 3 opportunities that could arise with a capable management team. Others prefer to make a small
initial investment to gauge the management team before committing larger sums.

Recommendations and Best Practices

Our findings suggest that best practices can significantly enhance the management due diligence process
for investors in the mining industry. By adopting an objective and comprehensive approach, investors can
assess whether a management team possesses the skills, culture, structure, and leadership to effectively
execute their strategy.

Many best practices can integrate into existing due diligence frameworks without needing additional
resources. Instead, they require a focused strategy, using the right tools and posing pertinent questions.
Depending on internal capabilities, the investment’s significance, or concerns about management
members, engaging a third party may yield a more thorough and disciplined process.

Recommendations like psychometric testing and detailed background checks may necessitate specialized
third-party firms. In our experience, qualified third-party companies can conduct comprehensive
management due diligence in weeks, so timelines do not need to be extended, and costs remain
manageable — typically a fraction of technical or legal due diligence expenses.

Notably, investors can selectively implement these best practices based on their resources and the
significance of the investment. Even if not all best practices are used in the due diligence process,
incorporating a few can greatly enhance overall effectiveness.

1. Explicitly include Management as a distinct topic in the due diligence checklist/process.

e This includes embracing a discipline of explicitly reporting on the findings.
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Develop a skills matrix that outlines the necessary skills and competencies required to execute the
underlying investment strategy.

e Assess the management team’s experience, relevant skills, emotional intelligence, leadership
abilities, and development culture based on their resumes and track records.

e Utilize a semi-quantitative approach to populate the skills matrix and identify potential weaknesses
or skill gaps.

e Refine the assessment through formal structured interviews (as detailed below).
Conduct thorough background checks.

e Review social media profiles, which can be revealing.

e Investigate legal, stock exchange, and other pertinent records if necessary.

e Assess geopolitical factors if operating in non-transparent jurisdictions.

e Examine employment contracts.

Conduct formal structured interviews for critical management team members.
e Include board members for additional perspective.

e Explore their understanding of skills, expertise, and experience.

e Probe for indications of emotional intelligence and commitment.

Perform blind reference checks.

e Speak to formal references provided by the management team, as well as a selection of blind
references.

e Include supervisors, peers, and direct reports to develop a comprehensive 360-degree view.
Include at least one or two board members for additional perspective.

e Important areas to query include soft skills such as emotional intelligence, cultural fit, leadership
abilities, and capacity to perform under challenging circumstances, which is often where
management teams struggle.

e A management team’s resistance to blind reference checks should be considered a yellow flag, and
their refusal should be considered a major red flag during due diligence.
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A comprehensive reference check should cover a variety of key topics to provide a well-rounded view of an
individual’s performance and suitability for the role. Key topics include work performance, skills and
competencies, work ethic and reliability, communication and interpersonal skills, leadership and
management (if applicable), adaptability and flexibility, cultural fit, and strengths and areas for improvement.

Inform all members of the due diligence team that, in addition to their specific areas of expertise,
they should form opinions on the management team during their interactions with the target
company (site visits, negotiations, due diligence, etc.). Convene everyone to discuss their findings.
Relevant topics may include:

e How do they respond to feedback? Are they receptive?

e Can they attract and retain an ideal team?

e Do they possess the skills and personality required to operate effectively in a particular jurisdiction?
e How well do they negotiate?

e Are they detail-oriented?

e Can they thrive in a nimble, entrepreneurial environment?

e Do they provide information promptly?

e How passionate and committed is the management team? Do they have skin in the game, and if
so, to what extent?

e Do they have adequate support for key assumptions?
e Are they credible and do they possess the interpersonal skills necessary for fundraising?
e Observations on the team’s ability to collaborate and their cultural dynamics.

e Any signs of a lack of communication and silos within the organization.

Evaluate management incentive plans to ensure alignment.

e Ensure that the incentive plan aligns with the strategic objectives and goals, and evaluate whether
the performance metrics drive the desired behaviors and outcomes.
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e Assess whether the types of incentives (for example cash bonuses, stock options or restricted stock
units) are appropriate, and ensure that the timing and mechanics of a potential payout are aligned
with the investment strategy.

e Compare the management incentive plan to peer companies and industry standards to ensure it is
competitive and attractive to top talent.

Conduct psychometric testing, as appropriate, to gain further insights into potential strengths and
weaknesses related to culture, leadership, and soft skills.

e When part of the pre-investment due diligence process, it can provide indicators of concern that
can be investigated through interviews and/or references.

e Alternatively, it can be conducted post-investment to enhance team synergy and communications
while identifying potential barriers to success.

e This process typically involves one-on-one briefing sessions with each team member, revealing
deeper insights and identifying both technical and team-related issues that may have previously
gone unnoticed.

Review the organizational structure and its effectiveness.

e Request an organizational chart.

e Assess whether the company has the appropriate structure in place to execute its strategy.

e Areroles and responsibilities clearly defined?

e Are job descriptions well-articulated?

e Are authority and responsibility matrices appropriately established?

Recommend action plans with clear timelines and responsibilities to address any due diligence
findings.

e Suggest actions to rectify identified gaps and overlaps within the organization. Consider including
more critical actions items as conditions precedent to completing the investment.

e |dentify coaching opportunities for specific individuals.
e |[f feasible, consider making these coaching opportunities conditional on the investment.

e Regardless, engage in discussions with management to foster alignment.
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Conclusions

Our research and experience indicate that management is crucial in an investment’s success or failure.
Due diligence requires an unbiased evaluation to determine if a management team has the skills,
experience, and mindset to execute the strategy and deliver the project effectively. Focus should be on
both individual leadership capabilities and team effectiveness within the organizational culture. Findings
from management due diligence can enhance individual effectiveness, improve team performance, and
optimize organizational capacity across the project development cycle—from development to
construction, commissioning, and operations—to increase the chance of a positive investment outcome.

Management due diligence should be integral to the overall due diligence process and risk assessment.
This paper presents potential management due diligence tools, adaptable to specific investment
opportunities. Many tools can be applied by in-house resources, though third-party assistance is available
for additional support.
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