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Abstract

The oil and gas industry is regarded as one of the most dynamic,
complex and controversial industrial sectors and involves activities
that generate a whole range of diverse viewpoints. This has resulted
because the industry has several stakeholders who can influence and, at
the same time, be impacted upon by activities associated with the value
chain of oil and gas oriented business. However, one extremely
important stakeholder is the community. Many researchers (Orsini
2016; Wall 2012; Mascarenhas 2011; Kinslow 2014; Boladeras, Wild and
Murphy 2016) agree that the viewpoints of communities where oil and
gas operations are carried out should be given high priority due to
their significant influence over industry activities in their region, as
well as the fact that they are the entities most impacted by these
activities. This research examined notable conflicts experienced
between oil companies and host communities in Africa with the aim to
identify means by which relationships between the two aforementioned
parties could be made cordial and sustainable. An integrated literature
based research method and a case study strategy were adopted for this
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research. Two frameworks that will support organisations in effectively
engaging and establishing cordial relationships with stakeholders were
developed by the author; and the key findings of this research are that
an effective means of establishing sustainable cordial relationships
with host communities in Africa is by involving them in the ownership
of operations in their region. This will naturally instill in them some
sense of responsibility over the operations, which will in turn enable
oil and gas companies to gain the trust, cooperation and support of
host communities, as well as the social license to operate in their
region. This relationship can be sustained if both parties work
collaboratively to determine ways in which benefits from the operations
may be maximised.

Keywords: Oil and gas resource; stakeholder management;
environment; sustainability; oil and gas companies; community

1. Introduction

The oil and gas industry is regarded as a very dynamic industrial sector
and involves numerous activities that may be viewed from several
perspectives. These could include social, political, legal, environmental,
technological, economic and commercial viewpoints. These reflect an
industry which has several stakeholders and their interests can also be
viewed through the aforementioned perspectives. A stakeholder is an
individual, group or organisation with interests in a venture and can
influence or be influenced by activities associated with the venture
(Dooms 2019:64, Freeman 2010:53). In other words, we can refer to a
stakeholder as an individual or group with potentials for enabling one
to achieve the objectives regarding a particular venture and can also
jeopardise the prospects for achieving objectives as well.

Effective management of stakeholders involved in the value chain of oil
and gas businesses is vital for the success and sustenance of the industry
from both short and long-term perspectives. The Association for
Project Managers (2019) defined Stakeholder Management as ‘the
systematic identification, analysis, planning and implementation of
actions designed to engage with stakeholders’. Stakeholder Management
could also be regarded as a set of techniques that aim at harnessing the
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positive influences (which may include sustained interest, involvement,
goodwill and support) of stakeholders while minimising the effect of
their negative influences (which may include disinterest, disruption,
sabotage and delays) towards actualising the benefits of a given venture
(Hinrich 2014; Nikolay and Aime 2004; Lehtinen, Aaltonen and Rajala
2019; Jim and Peter 2004; Reeman 2012). From the aforementioned
definition, we can deduce that the main goal of stakeholder management
is to establish cordial relationships among stakeholders of a given
venture through effective and careful management of their expectations
and objectives while attempting to achieve one’s own. As with other
management aspects, stakeholder management will involve planning
and formulation of effective strategy by utilising data gathered in the
analysis of a given situation, then the careful implementation of the
strategy developed.

Lester (2007:27); Fritz, Rauler Baumgartner and Dentche (2018:65);
Chanya, Prachaak and Ngang (2013:481) agree that the type and
interest of stakeholders are of immense importance to organisations, as
these can be utilised to enhance performance from corporate, business
and operational perspectives. The aforementioned researchers regard
Stakeholder Identification and Categorisation as the most significant
step in Stakeholder Management and support the classification of
stakeholders into two distinct categories, which include Direct
(Primary) Stakeholders and Indirect (Secondary) Stakeholders. Direct
stakeholders are entities that play a visible role in a particular venture
and are impacted by it, while indirect stakeholders are those not
involved in the venture but interested in it and inclined to monitor its
progress (Lester 2007; Fritz, Rauler Baumgartner and Dentche 2018;
Chanya, Prachaak and Ngang 2014).

In the context of an oil and gas operation, the direct stakeholders will
include the oil and gas company, host community, government (both
local and national), financial institution, investors and regulatory
authorities (Wall 2012; Ahmed 2019, Fritz, Rauler Baumgartner and
Dentche 2018; Genter 2019; Orsini 2016; Linnen 2016; Boladeras, Wild
and Murphy 2016). The indirect stakeholders will then include NGOs,
academia, media and foreign governments (Wall 2012; Ahmed 2019,
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Fritz, Rauler Baumgartner and Dentche 2018; Genter 2019; Orsini
2016; Linnen 2016; Boladeras, Wild and Murphy 2016).

As mentioned in the definition of stakeholders presented earlier in this
report, each of the aforementioned stakeholders have their respective
influence on the success of an oil and gas operation. However, many
researchers (Orsini 2016; Wall 2012; Mascarenhas 2011; Kinslow 2014;
Boladeras, Wild and Murphy 2016; Mumma-Martinon 2014) agree that
host communities of oil and gas operations are stakeholders of
significant influence, as their reaction to industry activities in their
region can heavily impact on the value chain of oil and gas businesses.

Recognising the critical importance of the community as stakeholder,
the main objective of this research is to examine the community
engagement policies and strategies of notable oil and gas companies
operating in key oil producing countries in Africa and identify measures
and frameworks for improvement. The questions this research seeks to
answer are: how has the oil and gas industry fared in engaging with
host communities in Africa and how can the relationship between both
parties be improved and sustained?

The Integrative Literature Based Research Methodology was combined
with the Case Study Research Strategy in order to assess how the oil
and gas industry has fared in its dealings with host communities in
Africa, as well as identify dilemmas that have emanated in the process.

Findings from this research will support oil and gas companies in
formulating effective policies and strategies that will enable them to
establish and sustain cordial relationships with communities in Africa
where operations associated with the value chain of their businesses
are based. The Academy will also benefit from the concepts introduced
in this report which could be further explored in subject areas
associated with social science, business strategy and policy studies in
the African context of language as a symbol of power and resource, and
an instrument that can exacerbate conflict when there is a symbolic
emphasis on one language in communication and writing over others;
when language is used as an instrument to undermine the social and
economic advancement of another group; and when used to consolidate
economic and political power.
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2. Theoretical framework

Several researchers (Leonidou, Christofi, Vrontis and Thrassou 2018;
Pollak, Bow and Hanson 2017; Webler, Tuler and Krueger 2001) have
established that a significant component of value creation in business is
the development and management of sustainable cordial relationships
with a variety of stakeholders. Leonidou, Christofi, Vrontis and Thrassou
(2018:245) further recognise stakeholder management as a task of
growing significance and constituent for a win-win outcome for the
parties involved. The conventional procedure for managing stakeholders
involves a series of interdependent activities, each of which must be
effectively carried out in order to achieve favourable results.
These activities include identification of stakeholders; analysis of
stakeholders; prioritisation of stakeholders; formulation of stakeholder
engagement strategy and implementation of the stakeholder engagement
strategy (Shah and Bhaska 2008; Shropshire and Hillman 2007). In the
course of embarking on the aforementioned activities, there are
important factors that must be considered which could significantly
impact on the stakeholder management process. These factors include
organisational/reporting structure, communication, consultation, risk,
ability to negotiate and compromise (Hinrich 2014, Jim and Peter 2004;
Nikolay and Aime 2004). Lehtinen, Aaltonen and Rajala (2019:62)
recommend the establishment of decision-making boundaries and
transparency as means of achieving continuous dialogue between
stakeholders and avoiding possible conflicts. Reeman (2012) supports
this by highlighting the need to factor into consideration the inequality
of perception on aspects of concern between parties involved. Rempel,
Holmes and Zana (1985:97), in their report, emphasised the importance
of ‘trust’ in establishing a sustainable, cordial relationship with
stakeholders. Trust is recognised by other researchers (De Oliveira and
Rabechini 2019; Mayer Davis and Schoorman 1995) as an intrinsic
motivation for partnership between two or more parties. Mayer, Davis
and Schoorman (1995:710) demonstrate the importance of trust in
developing cordial relationships, and illustrate that one of the parties in
the relationship accepts vulnerability to the actions of the other party —
basing this on the expectation that the party carrying out the action will
monitor and control its impact. Aubert and Kelsey (2000:10) share
similar viewpoints, but argue that understanding interdependencies
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between parties involved in a given venture is a good foundation on
which cordial relationships can be built. In line with the opinions of
these authors, we could infer that engaging with stakeholders is an
intensive process that entails critical analysis of the situation and
planning at the preliminary stage in order to establish mutual
understanding, trust and cordiality between the parties involved.
In addition, an effective stakeholder engagement process must be legal
and fair; it should also be transparent in areas of concern and reflect the
rights of the parties involved as emphasised by Lehtinen, et. al (2019)
and Webler, Tuler and Krueger (2001).

Several of the conflicts experienced in the oil and gas industry have
inadequate involvement and management of stakeholders as one of the
major root causes (Orsini 2016; Reeman 2012; Mascarenhas 2011).
In terms of involving stakeholders, Eberhard and Olsen (2014) recognise
that the industry has not fared well in effectively identifying and
communicating with stakeholders, resulting in several conflicts, past and
present. These highlight the need for Stakeholder theory, which stresses
the need for organisations to adopt appropriate business ethics in their
processes and effectively communicate with stakeholders while
addressing areas of concern in order to achieve both short and long-term
objectives (Freeman 2014; Henry 2011). Dunham (2012); Pollard and
Bennun (2016) identified some benefits of stakeholder management
with respect to the oil and gas industry. These include: collection of
traditional knowledge which could be used to shape progress and
development; opportunity to address regulatory issues from relevant
perspectives; formulation of effective plans that will integrate
participation of stakeholders towards project success; collection of data
that will be used in balancing the benefits of a project with its costs;
enhanced transparency with improvement of reputation; and social
license to operate. Though it is evident that effectively managing
stakeholders will bring the industry significant benefits, the concern is to
what extent is this being achieved in the oil and gas industry? According
to Reeman (2012), there is a growing practice in the industry that
involves engagement with relevant stakeholders using stakeholder
engagement tools, with emphasis on the process of greater consultation
towards implementation of strategies derived from feasibility studies
and impact assessments. But taking note of aggrieved stakeholders and
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the conflicts experienced in the industry, one would question the
industry’s approach to engaging with its stakeholders — depriving the
industry from achieving the full benefits of establishing cordial
relationships with stakeholders of significant influence.

Wall (2012) emphasised that oil producing communities should be
regarded as stakeholders with very great influence in the oil and gas
industry. They are the most severely impacted by industry operations
(from socioeconomic and environmental perspectives) — and are
capable of causing significant disruptions to operations in their region.
However, if host communities give consent and social license to
operate, the industry operations can achieve huge levels of success.
Orsini (2016); Kinslow (2014); Boladeras, Wild and Murphy (2016);
are all in support of this view. Reeman (2012) highlighted that one of
the main concerns regarding how the industry has fared in managing
its stakeholders, is its dealing with oil producing communities on the
societal impact of its operations. This is also consistent with
Mascarenhas’ (2011) observation, that most oil and gas operations
experience oppositions from communities during application stages or
after the operations have commenced. Parshall (2014) highlights key
concerns which indigenes of oil producing communities have regarding
industry operations in their region. They include environmental issues
of water use; contamination of ground water aquifers; waste disposal;
emissions; traffic of heavy moving vehicles and noise. There is glaring
evidence that in several cases the industry has not performed well in
engaging with oil producing communities, resulting in these
communities experiencing the resource curse phenomenon. These
concerns have been raised by the European Parliament (2011) in their
report which blames oil and gas companies for conflict and social
unrest experienced in the African communities where they operate.

2.1 Cases of Conflicts between Host Communities and
Oil Companies in Africa

The following table provides a summary of notable conflicts between
oil companies and host communities in Africa, as well as the underlying
causes of the conflicts.
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Table 1: Cases of conflict between communities and oil
companies operating in Africa.

Oil and Gas
. Compa?ny Cause of
Country Community operating .
I conflict
within the
region
Environmental degradation
N Bodo and . .
Nigeria . Shell caused by spillage from oil
Ogoni 5 : " .
installations in the region
Environmental impact
caused by oil spillage and
Angola Cabinda Chevron perceived unfairness in
terms of allocation of
revenues
Environmental and Health
Chad Doba ExxonMobil impacts of oil and gas
operations in the region
Politically induced
displacement of
Sudan Dinka and Nuer GNPOC communities to allow for
oil and gas exploration and
production
. Muanda and Environmental and
Democratic " . .
. Communities Perenco, Soco Socioeconomic impacts of
Republic of . . . : .
bordering International PLC | oil and gas operations in
Congo (DRC) . .
Virunga the region
Consortium made Environmental and
Al Ain Salah up of Sonatrach, Socioeconomic 1mpacts.of
Total and oil and gas operations in
Halliburton the region
Environmental and
Ghana Keta SVYISS African So.c1oeconom1c impacts of
Oil Company oil and gas operations in
the region
Environmental degradation
Gabon Obangue Addax caused by poor waste

management practice

Sources: Vidal 2015; European Parliament 2011; Redvers 2012; Petitjean 2014; Environmental Justice
Atlas 2015; WWF Global 2014; BBC 2018; Human Rights Watch 2003; Cooke 2017; Watanabe 2017;

Simon and Weber 2017; Daragahi 2015; FCWC 2018; Gadugah 2018.
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As it has been established that host communities are amongst the highly
influential and most impacted stakeholders in the value chain of oil and
gas oriented operations, it would be right to emphasise that the effectiveness
of an oil company in engaging with host communities will determine the
success of the company’s operations in that region. The community
engagement strategies of some notable Multinational Oil Companies are
reviewed in the next paragraph.

Shell’s approach to community engagement involves identifying concerns
of host communities, which inform their planned activities in the region;
as well as implementing corporate social responsibility programmes,
which include providing scholarship to indigenous students; supporting
sports programmes organised by indigenous communities; providing
health facilities and employment (Shell 2018). Several oil and gas
companies including Chevron, ExxonMobil, Perenco, Addax and Soco
International Plc also share a similar approach in implementing corporate
social responsibility programmes in regions where they operate (Chevron
2018, ExxonMobil 2018, Perenco 2018, Addax 2018, Soco International Plc
2018). Kabir and Thai (2021) and Singh and Misra (2021) agree on the
notion that the Stakeholder Theory inculcates corporate social
responsibility initiatives as an organisation’s commitment to its respective
stakeholders, and also, obtains legitimacy from the concerned stakeholders.
Kabir and Thai (2021) further expatiated on this view by stating that
conflict of interest between an organisation and a stakeholder should
determine the corporate social responsibility undertaking of the
organisation with the stakeholder in concern. This is also in line with the
conventional stakeholder management procedure which necessitates the
identification of stakeholders as well as their concerns, and work towards
establishment of mutual grounds, which will enable the organisation gain
their support in achieving set objectives. But the recent conflict between
Shell’s subsidiary in Nigeria (Shell Petroleum Development Company)
and the Bodo community in the Niger Delta region of Nigeria has
presented evidence regarding the inefficiency of Shell’s approach in
engaging with host communities. According to the Business and Human
Rights Resource Centre (2017), Shell’s conflict with the Bodo community
in the Niger Delta region of Nigeria started as a result of two oil spills
which occurred in the region in year 2008 and 2009. This resulted in the
Bodo community filing a lawsuit against Shell at the London High Court
on the 237 of March 2012 which lasted for three years (Business and
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Human Rights Resource Centre 2017; Vidal 2015). The circumstances that
led to the conflict between Shell and the Bodo community are in line with
Reeman’s argument that the main concern regarding how the oil and gas
industry has fared, is its dealing with oil producing communities regarding
its operations (Reeman 2012). It was reported that the reason for the oil
spills in the region were as a result of poor maintenance of Shell’s oil
pipelines in the region. Shell was alerted of this by the community, but
reacted slowly to the concern (Business and Human Rights Resource
Centre 2017). Shell was found liable by the London High Court for the oil
spills in the region and agreed to pay $55 million in compensation to the
Bodo community as well as clean up the oil spill (Business and Human
Rights Resource Centre 2017; Vidal 2015). Another concern regarding
Shell’s community engagement policy and their relationship management
with communities is the extent to which they learn from previous events,
as the Bodo case is just a recent development. Long before the issue
between Shell and the Bodo community, Shell had a serious conflict with
the Ogoni community in the same Niger Delta region of Nigeria during
the 1990s (BBC 2017; Olawoyin 2017; Aljazeera 2016; Pilkington 2009).
The Ogoni community suffered a high degree of environmental
degradation caused by Shell’s operations in the region (BBC 2017;
Aljazeera 2016). As a result of the numerous oil spills the region has
experienced due to Shell’s operations, a group known as MOSOP
(Movement for the Survival of the Ogoni People) led by the late Ken Saro
Wiwa was established to act as a human rights group for the Ogoni
indigenes against Shell and the Nigerian government (Olawoyin 2017;
BBC 2017; Aljazeera 2016; Pilkington 2009). It is believed Shell provided
support to the Nigerian Military which led to the arrest and execution of
the group’s leader and eight of his accomplices (Olawoyin 2017; BBC 2017;
Pilkington 2009.). The execution of the MOSOP leaders sparked an
international outcry, which eventually resulted to Shell being ordered to
cease its operations in the Ogoni region, with several environmental and
human right lawsuits filed against Shell by the indigenes of Ogoni ever
since the 1990s till date (Olawoyin 2017; Amnesty International 2017;
Waronwant 2015; BBC 2017).

The case between Chevron and the indigenes of the Cabinda region of
Angola has similarities with that of Shell and the communities in the Niger
Delta region of Nigeria. According to Redvers (2012), Chevron via its
subsidiary in Angola (Cabinda Gulf Oil Company) has been operating in
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the Cabinda region of Angola since the 1970s. There are concerns regarding
how Chevron have engaged with and managed their relationship with the
communities in the Cabinda region where a majority of the indigenes
make their livelihood from fishing (Redvers 2012; European Parliament
2011). The indigenes have expressed concerns that their fishing profession
has been heavily impacted due to oil spillage from Chevron’s installations
in the region and they are not appropriately compensated for this (Redvers
2012; European Parliament 2011). They have also further expressed that
inasmuch as the resource extracted from their region contributes significantly
to Angola’s commodity exports, they have not fairly benefited from this and
the region is regarded as one of the poorest provinces in Angola (Redvers
2012; European Parliament 2011). The European Parliament (2011) in their
report, stated that indigenes of oil producing regions in Angola are
discontented and feel neglected by the oil companies operating in their
region and the Government. As a result of these, there have been series of
agitations by the indigenes of the Cabinda region which resulted in some
kidnapping incidents of Chevron’s employees (Redvers 2012).

There is a similar situation in ExxonMobil’s activities in the Doba region
of Chad as highlighted by the European Parliament (2011), where
indigenes of the region have voiced their plight resulting from the socio-
economic, environmental and health impacts of ExxonMobil’s operation
in the region.

A similar situation is also noted in the Dinka and Nuer region in Southern
Sudan, where thousands of indigenes from these tribes were forcefully
displaced from their area by the government in order to allow for oil and
gas operations by the Greater Nile Operating Company (GNOPC) (Human
Rights Watch 2003).

In Algeria, the case between the Ain Saleh community and the consortium
comprising of Sonatrach, Total and Halliburton is also identified. The Ain
Salah community reside in the southern part of Algeria, they depend on
agriculture as their means of livelihood (Cooke 2017; Simon and Weber
2017). Their conflict with the Angola’s state oil company Sonatrach and its
partners which erupted in 2015 was as a result of concerns regarding water
pollution by the shale oil and gas exploratory projects carried out in their
region (Cooke 2017; Watanabe 2017; Simon and Weber 2017; Daragahi
2015). The community source almost all their water from aquifer systems
and there are fears that the underground water deposits they depend on
would be contaminated by the exploratory projects being carried out in
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the area (Cooke 2017; Watanabe 2017; Simon and Weber 2017). According
to Cooke (2017), another factor that led to the agitation by the Ain Salah
community is the concern that the indigenes feel neglected in terms of social
and economic development of their region.

Another case worthy of note is that of the Muanda and Virunga Communities
in the Democratic Republic of Congo. The Muanda community
predominantly depend on agriculture for their means of livelihood, and on
several occasions have voiced their concerns regarding the environmental
degradation caused by the activities of Perenco since operations began in
2002 (Petitjean 2014; Environmental Justice Atlas 2015). Another conflict
still within the DRC is that between the communities bordering Virunga
versus the Government and Soco International Plc (WWF Global 2014; BBC
2018). The Virunga community of the Democratic Republic of Congo in
2014 were agitated by the government’s approval for oil exploration activities
to be carried out by Soco International Plc in their region, which also
happens to be a World Heritage Site due to its habitation of endangered
mountain gorillas, bush elephants and apes (WWF Global 2014). They
made protests due to concerns that their agricultural activities, which serve
as their major source of livelihood, will be affected by oil and gas projects in
their region (WWF Global 2014; BBC 2018). They also expressed concerns
that Soco did not provide them with enough information regarding the risks
associated with the exploration activities (WWF Global 2014; BBC 2018).

Similarly, in Ghana where there were protests by the Keta community against
the Government and Swiss African Oil company (FCWC 2018; Gadugah
2018). According to Gadugah (2018), indigenes of the region bordering the
Keta basin had protested the prospective exploration activities in the area
approved by the Government to be carried out by Swiss African Oil
Company, a joint venture owned by Swiss African Petroleum Ag and PET
Volta Investments. The residents in the region had concerns about the
environmental impact of such exploration and its effect on the agricultural
activities on which they depend for their livelihood (FCWC 2018;
Gadugah 2018).

The conflict situation in Gabon between the communities around the
Obangue River and Addax petroleum is also noted (Environmental Justice
Atlas 2015). The Obangue River, which the communities depend on for their
domestic and commercial purposes, was polluted due to Addax poor waste
management practice, and resulted in series of protests by the communities
(Environmental Justice Atlas 2015).
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3. Establishing cordial relationships between oil companies
and African host communities.

From the cases discussed above, it is evident that the industry has not fared
well in managing their relationship with host communities in Africa where
their operations are based and have not experienced to a fair degree the
benefits of effective stakeholder management. Also, from the cases
presented, one can deduce that the impact of poor stakeholder management
on oil and gas companies would include: loss of reputation; violence and
sabotage due to community protests; financial loss due to prohibitions of
operations in the region backed by court orders. For instance in the Shell-
Ogoni case, in addition to the $55 million agreed to be paid by Shell as
compensation to the Bodo community for the oil spill, several agencies
like the United Nations Environmental Programme, Business and Human
Rights Resource Center and Amnesty International estimate that it will
cost Shell $1bn to clean up the oil spill in the Bodo community (UNEP
2017; Business and Human Rights Resource Centre 2015; Amnesty
International 2015). Though each oil and gas company have policies and
strategies in place regarding engaging with host communities, it is evident
that these are not sufficient.

This research builds on the concept that a stakeholder will support you
only if: 1. They feel they have been respected, 2. They feel their concerns
were taken into consideration before decision-making, 3. They feel they
will benefit from the decision in a fair way. If all these conditions are not
met, then there will be issues with the stakeholder concerned.

According to Wall (2012) and Orsini (2016), communities where oil and
gas operations are based do have expectations that they will benefit
socioeconomically from oil and gas projects in their region. Failure to
effectively read, understand and fulfill these expectations will result in
issues with the communities (Wall 2012; Orsini 2016). A key requirement
regarding managing the relationships with host communities is to
effectively consult and engage with the indigenes to understand their
expectations, fears and concerns regarding planned operations and
confirm that expectations will be met. Concerns must be resolved or
managed, with appropriate reassurances to allay their fears before the
decision to commence operations in the region is made. The essence of
this, is to establish ‘trust’ between the oil companies and host communities.
Opportunities must be provided for both parties to better understand the
interdependencies that exists between them. A framework that could
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guide and inform the decisions of oil companies on how to effectively
engage with host communities is the ‘Stakeholder Influence Vs Cost of
Commitment Matrix’ developed by the author of this article.
The framework seeks to support managers in determining suitable
approaches for engaging with stakeholders based on stakeholder influence
and cost of commitment. The framework is similar to the Power Vs Interest
Matrix developed by Mendelow (1991) in the sense that they both agree
power (influence) is a key factor that should be considered when
categorising and prioritising stakeholders. But the ‘Stakeholder Influence
Vs Cost of Commitment Matrix introduces an economic factor in place of
‘interest’ due to the fact several decisions made in the industry are mainly
influenced by economic viewpoints. The cost of commitment refers to the
overall monetary cost of meeting the expectations of, and sustaining the
relationship with the stakeholder throughout the duration of the operation.
Several researchers (Mistrot 1974; Duong 1984; Heydinger and Bovaird
1972) reveal that economic perspective is a major factor that informs
decisions in the oil and gas industry. Hence, the Stakeholder Influence Vs
Cost of Commitment Matrix is a modification of Mendelow’s Power Vs
Interest Matrix and provides a framework specifically tailored to the needs
of the oil and gas industry. This will achieve effective categorisation of
stakeholders and inform the engagement strategies to adopt factoring in
economic requirements. The Stakeholder Influence Vs Cost of
Commitment Matrix is provided below:

Stakeholder Influence Vs Cost of Commitment Matrix

Low

Gauge

Stakeholder Influence

Low High
Cost of Commitment

21

1oyIny £q padopaasg



The impact of stakeholder management on the oil and gas industry in Africa

The framework above provides managers with different approaches on
how they could engage with stakeholders depending on their levels of
influence and the costs for fulfilling the expectations of the parties
concerned.

Based on the framework, the ‘Gratify’ approach should be used in
situations where a stakeholder with low influence on the project/
operation is involved and the cost of fulfilling expectations of the
stakeholder is low. The ‘Gratify’ approach requires that you swiftly
proceed to resolving expressed concerns of the stakeholder and meet
their expectations when and where required — bearing in mind that your
project or operations might still be affected by the stakeholder though
they may have low influence on the venture. The ‘Honour’ approach
should be used when a stakeholder of high influence is involved and the
cost of meeting the expectations of that stakeholder is low. The ‘Honour’
approach requires that you treat such stakeholders with utmost respect,
bearing in mind the huge impact their actions could have on the venture.
It will be beneficial if the expectations of the stakeholder are met — and
prudently exceeded — in order to gain their trust, support and devotion
to the success of the venture. The ‘Gauge’ approach should be adopted in
cases when a stakeholder of low influence is involved and the cost of
meeting expectation of the stakeholder is high. The ‘Gauge’ approach
requires the identification and ranking of the concerns expressed by the
stakeholder and determining the extent to which the organisation has
the resources and capabilities to resolve the major concerns. The objective
is to manage the expectations of the stakeholder while resolving the
major concerns expressed. This will make them feel respected and have
the impression that their concerns are being considered. The ‘Negotiate’
approach should be used when the stakeholder involved has high
influence on the project/operation and the cost of fulfilling their
expectations is high. Here, one must carefully liaise with the stakeholder,
establish and enhance common grounds between the parties involved.
This will allow for the understanding of interdependencies between the
parties, establish trust and enable the successful execution of the project
or operation.

In the case of the oil and gas industry, the host communities are seen as
stakeholders with high influence (Reeman 2012; Mascarenhas 2011).
This means that the ‘Honour’ and ‘Negotiate’ approach is more applicable
when dealing with host communities, the appropriate approach between
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the two will depend on the cost of commitment. In the African host
community context, cost of commitment would range from cost of
alleviating the impact of industry operations within the region to the
cost of providing community welfare benefits. It is also imperative to
take into consideration the fact that new expectations and concerns from
communities could emerge after operations have already commenced,
but these should be monitored and managed in order to maintain
favourable relationships with host communities — eliminating or
mitigating risks of conflict. It will be beneficial for oil and gas companies
to develop a vision on the positive nature they would want the relationship
with host communities to take, and work towards its actualisation from
both short and long-term perspectives.

The CAS Matrix (Stakeholder Influence Vs Duration of Relationship),
also developed by the author, provides guidance on the nature of the
relationship that should exist between organisations and stakeholders —
always considering the influence of the stakeholder and the duration of
the project/operation. The CAS Matrix is presented in the following
diagram.

CAS Matrix: Stakeholder Influence Vs Duration of Relationship

< . Alliance .
g & Alliance Strategic
g (strong)
=
S £
= 2 Alliance Alliance
-, 5| Concordance (strong)
S = 5
>
=
L 2 .
=2 2| Concordance Concordance Alliance
&

Short Term Medium Term Long Term

Duration of Relationship

Concordance — Lead in establishing harmony
Alliance — Collaborate/Liaise

Strategic — Offer part ownership
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The ‘Concordance’ relationship should be established in situations where
the stakeholder involved has medium to low influence on the venture
and the duration of the project ranges from short to mid-term. This
relationship requires the organisation to lead in establishing peace and
harmony between the parties, to resolve any concerns expressed, and
ensure an amicable affiliation between the parties throughout the
duration of the project. The ‘Alliance’ relationship should be established
in situations where the stakeholder has high level of influence on the
project. This requires continuous collaboration between the parties
involved in resolving concerns that would emanate before and during
the project execution. The parties involved should see themselves as
partners who will benefit from the venture, and work collaboratively
towards its success and maximisation of benefits. The ‘Strategic’
relationship should be established in cases where the stakeholder has
high influence on the project and the project has a long-term duration.
This requires that the stakeholder involved be given part ownership of
the project in order to lock in and sustain the interest and commitment
of the stakeholder towards the success of the project.

In the case of the oil and gas industry, the ‘Alliance’ and ‘Strategic’
relationships are more applicable between oil companies and host
communities in Africa due to the nature of the projects and operations
carried out by the industry and the high influence these host communities
have on such ventures.

As it has been acknowledged that most of the conflicts between oil and
gas companies and host communities result from the impact of oil and
gas operations on the communities (Reeman 2012; Mascarenhas 2011;
Orsini 2016), it is important for oil and gas companies to ensure that
part of their community engagement activities include periodic socio-
environmental impact assessments on their operations and provide host
communities with adequate information regarding the impact of their
activities. There must be agreement with communities on strategies to
alleviate the impact of their operations. Where adequate information on
the impact of operations is not provided, and where there is a failure to
alleviate the impact of operations in the region, the result will be loss of
trust in the oil company and increased conflict between both parties
(Wall 2012).
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Although the development and implementation of corporate social
responsibility programmes (of which some oil and gas companies are
known to be doing well in ) are encouraged in order for the communities
to gain some benefits from the presence of industry operations in their
region and to some extent cushion the effects of the impact of these
operations, a sustainable and more effective means of establishing good
relationship with host communities is by involving them in the ownership
of operations and allocating them a share of the returns. This would
encourage host communities to build trust in oil companies and naturally
instill a sense of responsibility in them. This will further encourage host
communities to cooperate and provide support towards the success of
industry operations within their region. Though this concept would
generally result in a cut in profits accruing to oil and gas companies, past
experience (as in cases discussed earlier) has shown that costs resulting
from conflicts between host communities and oil companies by far
outweigh costs associated with establishing and improving relationships
with host communities. Further, we must not forget the devastating
effects this could cause on business continuity and the reputation of oil
and gas companies both regionally and globally. Relationships between
oil and gas companies and host communities could be further
strengthened by both parties working collaboratively towards
determining ways through which the benefits of the operations in host
communities can be maximised and sustained. The underlying objective
of all these, is to establish trust between host communities and oil
companies, which will in turn make the host communities feel respected
and assured that their concerns are, or will be taken into consideration in
the decision-making process regarding operations in their region. They
will also see that they will benefit fairly from the operations.

4. Conclusion

In conclusion, it is evident that effectively managing stakeholders
associated with the value chain of oil and gas oriented business is very
important for the success and continuation of organisations in the
industry. The host communities, where oil and gas operations are based,
are recognised to have significant influence on the success of these
operations and are the entities, which are most seriously impacted by
those operations. Though several Africa-based oil and gas companies
have policies and strategies for engaging with host communities, it is
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evident that these have not been effective in establishing good
relationships with host communities. This has been largely due to their
inadequate and poor implementation, as seen in the cases discussed in
this report. Apart from timely and continuous consultation with host
communities to understand their concerns and expectations which
should inform decisions regarding industry activities in their region, an
effective means of establishing sustainable cordial relationship with host
communities is by having them share in the ownership and profits of
operations/projects in their region. Inasmuch as this may cause some
reductions in the gross income of oil and gas companies, it is evident
from the cases discussed in this report that the costs associated with
conflicts between host communities and oil companies far outweigh the
costs of implementing preventive measures to avoid conflicts between
both parties, also taking into consideration the business/operational
continuity risks and reputational damage the oil and gas company could
face. By having host communities share in the ownership and profits of
operations within their region, oil and gas companies will gain the trust
and cooperation of host communities. Once trust has been established
between both parties and their interdependencies understood, both
parties would be encouraged to work collaboratively towards the
continuous success of operations. At the same time, ways for maximising
the benefits of the operations can be determined. These achievements
will naturally result in cordial relationships being established and
sustained. These measures are in line with the requirements of the
Stakeholder Influence Vs Cost of Commitment Matrix and the CAS
framework presented in this report — which categorises host communities
as stakeholders of high influence. They will require a high-level approach
of engagement that is distinguished by fairness, transparency and respect
of rights.

5. Recommendations

Having recognised the significance of effectively engaging with and
managing affairs with host communities where oil and gas operations
are situated, it is recommended that ideas presented in this report be
considered by oil and gas companies in the development of stakeholder
engagement policies and strategies towards establishing sustainable
cordial relationships with host communities in Africa and other
stakeholders associated with the industry. It will be advantageous if the

26



Nnaemeka Madumere

stakeholder engagement concepts proposed in this report are included in
academic discussions concerned with licensing, policymaking,
community relations and business strategy in the African context.

It is also recommended that additional research in this area that will
include a comparative analysis of the nature of relationships that exist
between oil companies and host communities in developed regions such
as North America and Europe and those of developing regions such as
Africa, South America and Asia be conducted. Such research could
identify innovative ideas, effective tools and frameworks peculiar to the
oil and gas industry that will further assist oil and gas organisations to
establish sustainable cordial relationships with host communities where
their operations are based.
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