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ABSTRACT / RESUME

 

Extractive industries in fragile states: Fueling development or undermining the
future? Assessing the impact of Western and Asian companies in Sudan and Chad.

Many resource-rich fragile states suffer from resource curse syndromes. We investigate how pri-
vate Western and state-owned Asian companies affect development and whether voluntary CSR
regimes prompt companies to respect social and environmental standards. The analysis starts
with developing a novel assessment methodology. We take the capital approach and make it ap-
plicable for project level analysis: First, the monetary units of measurement are replaced with
units specific to each capital. Second, social capital is added as a fourth asset using an institution-
al conceptualization to capture the key role of institutions. Third, each type of capital is un-
packed into the stock components and the flow indicators, which affect the stock levels. Fourth,
drawing on ethical analysis evaluation metrics are developed on an ordinal data scale. The result
is the Critical Capital Framework (CCF), which is then used to test the impact of extractive com-
panies operating in Sudan and Chad. We find that both company groups pursue an opportunistic
CSR policy in areas, which coincide with business results but are silent where responsible behav-
ior has an opportunity cost at odds with corporate profit, severely limiting the effectiveness of
voluntary CSR regimes. The results call for the shifting of the source of corporate legitimacy
from the impact on business to the impact on sustainable development. This suggests at an acad-
emic level a greater interdisciplinary approach to understand the link between corporate behavior
and development. At the policy level, the CCF informs measures to strengthen the positive
impact of oil and mining investments in fragile states.

Bon nombre de pays riches en ressources naturelles mais fragiles à certains titres sont atteints du syndrome de malé-
diction des ressources. Nous avons voulu déterminer l’impact exercé sur le développement par les activités des entre-
prises privées du monde occidental et leurs homologues étatiques en Asie, et aussi dans quelle mesure les régimes
volontairement engagés dans une démarche de responsabilité sociétale (RSE) incitaient celles-ci à respecter les
normes sociales et environnementales. Notre analyse est fondée sur une méthode d’évaluation innovatrice consistant
à adapter l’approche basée sur le capital – la comptabilité des richesses – pour en faire un instrument analytique
appliqué au projet, considérant les richesses naturelles comme des actifs comptabilisables. Nous avons procédé
comme suit : premièrement, les étalons monétaires ont été remplacés par des unités de mesure spécifiques à chaque
type d’actif ; par ailleurs, dans une perspective conceptuelle d’institutionnalisation de la RSE qui rend droit au
rôle prépondérant des institutions dans ce processus, le capital social s’est vu assimilé à un quatrième actif ; les dif-
férents stocks de capitaux ont été répartis en segments et en indicateurs de flux se répercutant sur leur valeur ; dans
un quatrième temps, nous avons élaboré une échelle de mesure d’ordre éthique des conclusions de l’analyse, obtenant
ainsi un dispositif critique d’adéquation des fonds (Critical Capital Framework (CCF)) qui a permis ensuite de
définir l’impact des entreprises engagées dans l’extraction de ressources naturelles au Soudan et au Tchad. Nous
avons constaté que les groupes d’entreprises déployant leurs activités dans ces deux pays poursuivaient par endroits
une politique RSE opportuniste, c’est-à-dire privilégiant leurs intérêts financiers au détriment de méthodes et de
comportements responsables s’étant avérés en conflit avec la rentabilité. Ces pratiques érodent considérablement l’ef-
ficacité des régimes de gouvernance appliquant volontairement la RSE. Il s’ensuit qu’au lieu de puiser sa source
dans son impact commercial, la légitimité d’une entreprise doit se mesurer à ses répercussions sur le développement
durable, et des mesures être prises pour y parvenir. À cet effet, une meilleure compréhension des liens entre les com-
portements des entreprises et le développement doit être acquise à la faveur d’un élargissement des approches inter-
disciplinaires au niveau universitaire. Le dispositif critique d’adéquation des fonds (CCF) dicte les politiques à
mettre en œuvre pour renforcer les effets bénéfiques des investissements pétroliers et miniers sur le développement de
la valeur économique du capital naturel dont les états fragiles sont les possesseurs. 
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Executive Summary

Today, three out of four resource-dependent economies are developing economies. But

only some of them manage to transform windfalls into development. The outcome depends on

the quality of institutions according to the most recent findings in the resource curse literature.

The present thesis investigates the variables through which private Western and state-owned

Asian extractive companies affect development in host countries beyond paying taxes and gener-

ating jobs, and how corporate activities impact institutions in particular. Policy questions arise as

well: Can the current reliance on voluntary corporate responsibility regimes and on the private

sector to deliver development prompt extractive companies to respect social and environmental

standards, and ensure that corporate activities do not undermine public governance? 

We investigate these questions at the extractive project level. Corporate responsibility

theory (CSR) seems to be the obvious place to look for an assessment methodology. But critical

analysis calls into question the validity of the mainstream ‘business case for CSR’ theory that de-

fines the economic as the pre-existent to which the social relates and precludes that social con-

cerns can be in conflict with economic success. This bias renders CSR ill-suited to inform the

methodology, leaving the theory seriously flawed.

In order to elaborate an appropriate methodological framework for theoretically-

grounded empirical research we engage with business ethics and human rights to clarify the nor-

mative responsibility of companies, and with the resource curse literature to understand the de-

velopment trajectory of resource extraction. We further engage with the concept of development

as a capital accumulation, rooted in resource economics. Building on the insight that long-term

utility can only be derived from wealth, we take the accumulation of physical, natural, human and

social capital as indicators for sustainable development. Yet, we reject the mainstream position

that social capital equals the intensity of interpersonal relations which would reduce transaction

cost in the economy and promote good government. This reductionist view is disproved by the

evidence from resource-rich countries where the wealth of in-group relations of clientelist net-

 vi



works rather compounds the problem than offers a solution. Instead, we introduce an institutio-

nal conceptualization of social capital that accounts for the role of public institutions in building

social capital by promoting equality and by performing impartially. To assess how corporate ac-

tivities impact the accumulation processes, we equip our methodology with observable variables

at the project level that trace capital in- and outflows. This Critical Capital Framework (CCF) is

an original methodological framework with which to relate industry activity with sustainable de-

velopment at the project level, in particular with regard to social capital.

We test our model with private Western and state-owned Asian companies operating in

Sudan and Chad. While this makes for a complex and politicized research environment, the full

range of corporate responsibility issues comes to the fore. We find that both company groups

pursue an opportunistic CSR policy that unfolds in areas where the CSR engagement also yields

business results but is silent where responsible behavior has an opportunity cost that is at odds

with corporate profit. The argument that the companies’ self-enlightened interest and long-term

benefit would dissipate this contradiction is not supported, and this severely limits the effective-

ness of voluntary CSR regimes. Particularly noteworthy is the finding that our sample companies

display a consistently negative impact on institutional quality and social capital, key variables in

shaping development outcome in resource-dependent economies. 

The CCF proves effective as a methodology to assess the development impact of cor-

porate activities at the extractive project level; it is not designed to evaluate the impact of extrac-

tive revenues at the macro-level. The framework advances our understanding of how corporate

activities affect institutional quality and social capital and lends itself to be deployed across a larg-

er sample of extractive projects. The development case for CSR made by the CCF contributes to

the theory by shifting the source of corporate legitimacy from the impact on business to the im-

pact on sustainable development, and by exploring a greater interdisciplinary approach. Finally,

at the operational level, the CCF offers to policy makers, governments, investors, company man-

agers and civil society a conceptual framework that seeks to strengthen the positive developmen-

tal impact of oil and mining investments in fragile states.
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I. Introduction

I.1. The issue at stake

Common wisdom suggests that revenues from oil, gas or mineral extraction present an

opportunity to boost development. Data from many resource-rich Sub-Saharan African coun-

tries cast doubt: After years of resource extraction, they show higher poverty rates, higher child

mortality and lower levels of education according to the Human Development Indicator (HDI)1

than neighbors without resource windfalls. They also score lower on governance indicators such

as the Failing States2 or Global Governance3 index. Ruled by authoritarian regimes that often

have been in power for decades, their press freedom and civil liberties are generally limited or

absent, civil conflicts are frequent, the human rights situation is of concern, and bureaucratic

quality tends to be low. The extractive sector typically is controlled by the ruling elite maintaining

their position through extensive clientelist networks. Resource revenues dissipate in private

pockets or prestige buildings, fail to boost social development and economic productivity re-

mains low. Cases in point are Angola, Chad, Democratic Republic of Congo, Equatorial Guinea,

Gabon, Sudan, and Zimbabwe. These countries show all the symptoms of what the literature

calls the ‘resource curse’ (e.g. Karl, 1997; Sachs and Warner, 1997; Ross, 2001; Luong and

Weinthal, 2006) a s we discuss in detail in chapter IV.

To get resource extraction started, Sub-Sahara African countries depend on the techno-

logical know how of international oil and mining companies (IOCs). Foreign Direct Investment

(FDI) into Africa’s resource-rich countries has seen a sharp increase since the turn of the centu-

[1] http://hdr.undp.org

[2] http://www.foreignpolicy.com/failedstates

[3] http://info.worldbank.org/governance/wgi/index.asp
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ry. It slowed down after 2008 in the wake of the financial crisis. Yet, FDI inflows to Sub-Sahara

Africa recovered from USD 29.5bn in 2010 to USD 36.9bn in 2011, a level comparable with the

peak in 2008 (USD 37.3bn). FDI in mining and petroleum in Africa amounted to USD 20.2bn in

2010 and to USD 22.8bn in 2011 with Nigeria, Angola, Ghana, Guinea, Equatorial Guinea, Re-

public of Congo, Democratic Republic of Congo, Uganda and Mozambique being the main re-

cipients (UNCTAD, 2012, 39). 

Extractive companies on their side incur substantial sunk investments to get resource

production started. To recover cost, they establish their presence for the long term and rely on

favorable relations with the host government, which often lacks both an effective regulatory

framework for the extractive sector, and the capacity or commitment to enforce regulations. As a

consequence, IOCs extract resources in an opaque environment with weak regulatory institu-

tions (e.g. Haglund, 2008). 

International oil and mining companies are often accused of misusing their position and

backing predatory governments to maximize profits while at the same time becoming complicit

with human rights abuses, neglecting local populations’ basic needs, and polluting the environ-

ment (e.g. Shaxson, 2007; Human Rights Watch, 2009; Wells, 2011; Zalik, 2004). 

Concerned about the behavior of powerful multinational firms operating in fragile

states, civil society organizations, international NGOs, watchdog organizations, Western media,

and socially responsible investors and investment funds put pressure on companies to respect

human rights, provide services to the local population, follow international best practice or di-

vest from predatory states altogether (e.g. Patey, 2009). 

In response to this critique extractive companies claim to respect host country laws, to

adhere to high ethical standards, and to operate responsibly on a voluntary basis. To substantiate

their claims, firms started to adopt corporate social responsibility (CSR)4 policies committing

[4] The diverse field of CSR definitions is also mirrored in a diversity of terms used, including corporate respon-
sibility, corporate social responsibility, corporate social performance, corporate citizenship, shared value cre-
ation etc. Depending on the authors, the terms have a slightly different definition but there is no consistent 
application of the terms in the literature. In this thesis we use the term ‘corporate social responsiblity’ and 
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themselves to be mindful of environmental and social concerns. They engage in community de-

velopment projects, and produce corporate reports and case studies to document that the firm is

doing business responsibly, protecting the environment, acting as a force for good, and respect-

ing local communities’ needs. Over the last two decades, a vibrant corporate social responsibility

consulting industry has emerged and the concept of CSR has come to prominence in business

ethics literature and research.

As we discuss in detail in chapter III the question whether CSR offers the right set of

instruments and incentives to govern extractive companies behavior in weak states has become

more contentious: While many governments, multilateral institutions and investment funds applaud

the commitment of the industry and welcome the role of the private sector in promoting devel-

opment, critics claim that all this corporate activism amounts to no more than window dressing

(e.g. Vogel, 2006a; Watts, 2006; Christian Aid, 2004; Matten et al., 2003).

Also, in the absence of binding international regulations for transnational companies

(TNC), a number of private, often multistakeholder-based regimes for TNCs have emerged.

Examples include the OECD guidelines for multinational corporations and the UN Global

Compact (UNGC). Some initiatives explicitly target the extractive industries. Well known are the

Extractive Industry Transparency Initiative (EITI)5, the Voluntary Principles for Security and

Human Rights (VP),6 the ICMM Sustainable Development Framework (ICMM-SDF).7 These

voluntary private regimes aim to curb corruption, to improve respect for human rights, and to

improve environmental protection.8 The track record is mixed so far: In the case of EITI, most

of the resource-rich but weak states listed above either never applied for, did not manage (so far)

the abbreviation CSR as a general term for the discussion of the engagement and responsibility of businesses 
beyond legal requirements. 

[5] http://eiti.org/

[6] http://www.voluntaryprinciples.org/

[7] http://www.icmm.com/our-work/sustainable-development-framework

[8] Other less known initiatives for the extractive sector include the Cyanide Management Code 
(http://www.cyanidecode.org/about.php) and the Global Gas Flaring Reduction Partnership (http:/
/go.worldbank.org/NEBP6PEHS0)
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to meet deadlines, or were rejected. The Voluntary Principles ten years after launch are still said

to have to “complete the work of construction and get on with the job of implementation”.9 

While the debate about the effectiveness of corporate social responsibility in the extrac-

tive sector is far from being conclusive, the question of foreign extractive companies operating

in Sub-Sahara Africa has also become more complex since Chinese and other Asian state-owned

enterprises (INOC10) joined the international natural resource sector over a decade ago. Western

governments, NGOs, and companies alike were fast in saying that the Chinese INOCs would

turn a blind eye to human rights and operate at the lowest environmental and social standards.

Further, Chinese companies were accused of being immune against criticism from civil society

(Wells, 2011). Chinese ‘oil diplomacy’ would willingly back the worst authoritarian African rulers

with their policy of ‘no strings attached’ in exchange for access to scarce energy and mineral re-

sources in order to secure domestic demand (e.g. Chan-Fishel, 2007; Taylor, 2006).

Indeed, Chinese state-owned extractive companies entered the African continent in

countries where Western companies were increasingly reluctant to operate because of the precar-

ious security situation, political risks, the increasing isolation or even proscription of the regime

by Western countries, and pressure from investors and civil society on the home front. With the

withdrawal or absence of IOCs and lacking domestic expertise these countries started to look

East in order to get resource extraction started. This was the case with China’s landmark invest-

ment in Sudan in 1996. Since then Chinese INOCs and other Asian state-owned enterprises

from India, Malaysia, and Korea have heavily invested in extractive projects; the China National

Petroleum Corporation (CNPC) alone has operations in 26 countries outside China as of 2012.11 

Finally, the new era of relative scarcity of oil, gas and minerals has led to a new extrac-

tive boom rendering the question of the impact of resource extraction on local development more

[9] http://www.institutehrb.org/blogs/board/voluntary_principles_at_10.html (April 20, 2012)

[10] While state-owned companies are abbreviated with NOC (which comes from National Oil Companies but is 
used in the literature for oil, gas and mining companies), when the reference is to their international opera-
tions the abbreviation used is INOC.

[11] http://www.cnpc.com.cn/en/cnpcworldwide/ (November 23, 2012)
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significant: The number of countries classed as mineral-dependent12 has increased by 33% since

1996, from 46 to 61 nations. The most dramatic change occurred between 2005 and 2010 with

nine additional nations becoming dependent on fuel and non-fuel minerals: Montenegro,

Guyana, Laos, Burkina Faso, Bolivia, Georgia, Somalia, Ghana and Belize. Today, about 75% of

all mineral-dependent countries are low- and middle-income countries (Haglund, 2011). 

The current dynamic in the African natural resource sector leaves no doubt that natural

resource extraction will play a more pronounced role in a greater number of Sub-Saharan

African countries in the coming decade. The Gulf of Guinea13 has become a major source of

global oil supply over the last few years. More recent discoveries were made in Eastern and

Southern Africa with finds in Uganda, Kenya, Ethiopia, Tanzania, Mozambique, and Madagas-

car. Announced FDI in the Ugandan resource sector for example amounts to USD 6.1bn indi-

cating strong FDI growth in these countries (UNCTAD, 2012). Similarly, the number of con-

tracts to exploit mineral deposits rose across the continent from Liberia to the Democratic

Republic of Congo and Zambia.

As a consequence, IOCs and INOCs alike will increase their footprint on the African

continent. The way they negotiate and interact with governments and local communities and run

their operations will foster or hamper the development prospect of host communities and host

countries. Governments face the opportunity and the challenge to turn their country’s under-

ground assets into development above the ground to the citizens’ long-term benefit. 

At this juncture it is important to recall that it is not feasible to extract resources with-

out negative externalities and without ‘doing harm’. Such an expectation would render impossi-

ble any extraction of finite resources. Resource extraction always has both positive and negative

[12] The underlying definition used by Haglund (2011) is taken from the International Monetary Fund’s (IMF) 
definition of export dependence: according to the IMF, a country as mineral-dependent if minerals account 
for 25% or more of the value of its merchandise exports. These minerals can either be non-fuel minerals 
such as iron ore, copper and gold or fuel-based minerals such as oil, gas and coal.

[13] The Gulf of Guinea runs from Guinea on Africa’s northwestern tip to Angola in the south and includes 
Nigeria, Ghana, Ivory Coast, Democratic Republic of Congo, and Cameroon.
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aspects at the social, environmental and economic level. It produces revenues for the state but

inevitably harm the environment; it creates jobs but communities may have to be resettled. 

In the end, it is a cost-benefit-analysis; in the positive case it is possible to mitigate neg-

ative externalities in a way that is supported by those affected. On the other side, an overall nega-

tive evaluation would suggest that resource extraction does not benefit the country and should

better be discontinued or postponed. This puts one question center stage: How is it possible to

assess the overall development impact in a balanced and comprehensive manner? The thesis at

hand addresses the corporate side of the question by developing a methodology to assess the de-

velopment impact of extractive firms operating in weak states.14

I.2. Rationale and personal motivation

The interest of the researcher in the topic is rooted in observations challenging conven-

tional development cooperation, and in the field of the researcher’s engagement in Sub-Saharan

Africa for the last two decades as a practitioner and as a consultant to development organiza-

tions companies. To start with, the observation of poor people in resource-rich countries

inevitably challenges the justification and priorities of development cooperation based on donor

funding while the resource revenues are used elsewhere. This is reinforced by the fact that for-

eign aid as rent income might have a similar corrosive effect on a government’s accountability as

rents from natural resource extraction. Further, the entrance of China has challenged the West-

ern way of engagement with Africa: Active in natural resource extraction, construction and trade,

[14] The terminology of ‘weak’ states is used in this thesis to describe governance failures characterizing many 
host countries where extractive corporations operate. Such governance failures can have different causes and
take different forms as Jane Nelson has summarized: a) bad governance through repressive or corrupt gov-
ernments putting their own interests above those of their citizens and thereby undermining their human 
rights and economic opportunities; b) weak governance: governments lack the necessary institutional capaci-
ty and financial, human, structural or physical resources to effectively serve the needs of their citizens; c) lack
of political will to institute good policies as a consequence of strong influence of special interest groups (Nel-
son, 2007, 31).
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China also introduced a different approach to cooperation with African countries. Sometimes

dubbed the ‘Beijing consensus’15 the focus is on infrastructure development and non-interference

in domestic politics. The Western discourse dismissed the newcomers, blaming China for a ‘new

colonialism’ and ‘scramble for African resources’ at the expense of a more open and nuanced de-

bate (Mohan, 2008). Finally, the private sector and public private partnerships are increasingly

seen in the development discourse as a key actor and as having a priority to promote sustainable

development. 

The high expectations towards the private sector put forth questions about the role and

development impact of transnational companies, particularly in weak states. So far, the author

has approached development issues or questions of the role and responsibility of the firm from

an ethics perspective, in which he holds a master’s degree. Normative questions play an impor-

tant role in how we define goals or take decisions, even if they are not made explicit. The moti-

vation for this interdisciplinary research is rooted in the interest to broaden the analysis and in-

clude the perspective of development economics and political science to account for the

interplay between economic interests and political ends, and how this in turn shapes develop-

ment outcomes. 

Going back to academia after working as a practitioner and consultant led to an inter-

esting and rewarding journey. Previous working experience was clearly an asset for this research

but it also required a shift from the mindset of problem solving and implementation on the

ground to an analytic position preoccupied with the observation and analysis of phenomena and

actor behavior, and with understanding them in the context of scholarly theories.

[15] in reference to the ‘Washington Consensus’ (see page 31) 
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I.3. Objective, research questions and Hypotheses

This doctoral research attempts to develop a methodology to assess the impact of IOC

and INOCs on development in resource-rich but fragile states, and test it in the framework of a

case study on extractive companies working in Sudan and Chad. 

Focusing on the role of extractive companies begs the following overarching question:

How can we measure the development impact of extractive firms at the project level? We ap-

proach this question by breaking it down into three research questions: one on the validity and

scope of corporate responsibility, the second on the difference between private versus state-

owned extractive firms (IOCs/INOCs), and the last on the links between resource extraction

and development; each bears a number of sub-questions.

I. How and to what extent does the current CSR agenda determine corporate behavior and

how does this in turn impact on development in host countries?

A. What – if any – is the rationale to expect companies to participate in and adopt volun-

tary corporate responsibility regimes beyond legal requirements?

B. What – if any – is the scope of concerns addressed by CSR beyond legal and contractu-

al obligations?

II. Do the two groups of extractive companies – IOCs and INOCs – respond differently to

the concept of voluntary CSR? Are INOCs susceptible to a concept that was devised with

private companies operating in open market economies in mind? 

A. Do the different principal-agent relationships of IOCs and INOCs result in different in-

centives for the agents, i.e. the management of IOCs and INOCs respectively? 

B. Do the different principal-agent relationships and the respective incentives of IOCs and

INOCs to engage in CSR lead to different outcomes on the ground? 

III. How can ‘development’ be conceptualized and measured in the context of extraction of ex-

haustible resources? 

A. How do different development conceptualizations take extraction of finite resources

into consideration?

B. What are the underlying values carried by different methodologies that attempt to

measure development?
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C. What are the conceptualizations of ‘development’ that underlie the dominant CSR theo-

ries? Are these implicitly made assumptions or based on an explicit theorization of

development?

D. To what extent and how can individual behavior of extractive companies be analyzed

regarding their development impact?

Based on the research questions, the thesis tests two Hypotheses: 

Our first hypothesis states that the commitment to voluntary corporate responsibility in-

fluences corporate decision making and yields results within a narrow scope that is not informed

by development needs but delimited by the extent CSR serves business ends. CSR falls short of

being an effective voluntary regulatory instrument, particularly in fragile states where regulatory

frameworks are absent or not enforced. We assume that this is due to how corporate social re-

sponsibility is conceptualized (H1). 

The second hypothesis states that the different principal-agent relationship facing Asian

state-owned and Western privately owned oil companies does not translate into different CSR

outcomes on the ground. We posit that the context of the political economy of international

energy and resource extraction shared by IOCs and INOCs is more influential for corporate

strategy and behavior than the different incentives resulting from different principal-agent rela-

tionships (H2). 

I.4. Contribution, structure and theoretical framework

The original contribution of this thesis is in the development of the Critical Capital

Framework (CCF), a novel methodology to assess the development impact of extractive projects.

Resource economics has for a long time conceptualized development as asset accumulation,
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known as the capital approach. The concept is applied in national accounting, for example

through the Adjusted Net Savings (ANS) calculation. We expand this concept in three dimen-

sions in order to render it applicable for project level analysis. 

More specifically, we first critically assess the ANS concept consisting of physical, environmental

and human capital, which are all measured in monetary units with substitutability among differ-

ent types of capital. Since dollar values do not allow requiring critical minimum stock levels (e.g.

limits to deforestation in environmental capital) and not account for qualitative aspects of capital

(e.g. in infrastructure or education), we replace monetary values through units that are specific to

each capital and its components. Second, we add social capital as a fourth asset in the capital

portfolio. Informed by critical theory and the resource curse literature, we introduce an institu-

tional conceptualization of social capital to capture the importance of institutions. Third, we

unpack the four types of capital into the various stock components and identify for each compo-

nent the flow indicators that cause an increase or decrease of stock levels. We then link each

flow indicator to variables that can be observed at the project level. This enables us to assess cor-

porate (CSR) performance of an individual company within the capital framework. Fourth, draw-

ing on the results from ethical analysis we build the evaluation metrics along an ordinal data scale

ranging from -2 to 2. The data points can be aggregated to a statement about the impact of an

individual company on capital stock formation. Such data can then be used in comparative analy-

sis. It may further allow other researchers to use the results in more quantitative analysis.

The remainder of this section presents the structure of the manuscript. Part one analy-

ses the concept and scope of social corporate responsibility for IOCs and INOCs from a critical

theory and ethics perspective. Part two assesses the development challenges facing resource-rich

countries. Part three develops the Critical Capital Framework. Part four tests the CCF in the

framework of a case study of extractive firms operating in Sudan and Chad. Part five concludes.

In Part one (chapter II and III) we depart from mainstream approaches that take CSR

for given and understand it as a question of corporate management or business ethics only. This

research adopts a critical theory perspective (box A in figure 1) and applies Cox’ concept of his-
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torical structures (Cox, 1981) in order to get a historically grounded understanding of the politi-

cal economy and the wider discursive field constructed around corporate responsibility. We situ-

ate the topic of CSR in the wider context of the global governance discourse, particularly the

debate about the regulation of TNCs and the role of non-state actors such as companies or civil

society organizations, questioning the social and political space in which CSR emerged, and why

the concept prevails today.

Such contextualized reading (arrow 1 in figure 1) reveals voluntary corporate responsi-

bility to be the result of a power struggle over the regulation of TNCs whereby the neo-liberal

ideology of minimizing state regulation and relying on market forces prevailed over attempts to

regulate TNC through binding provisions in international law. The dominant CSR discourse is

found to be a hegemonic enterprise of the neo-liberal agenda: Centering around the ‘business

case for CSR’ argument, it claims a convergence of social goals with business ends (Vogel,

2006a). Thus, social behavior was in the self-interest of the firm and therefore taken care of by

the company. Yet, the ‘business-case’ argument defines CSR as a depending variable of the eco-

nomic imperative of the firm and therefore confines CSR to what makes business sense at the in-

dividual firm level (box B in figure 1). This finding suggests a serious limitation of the scope of

CSR and its effectiveness in guiding corporate behavior. 

The character of CSR as an instrument of corporate self-regulation in liberal market

economies puts forth the question whether CSR also influences the behavior of INOCs (box B

in figure 1). Since the owner and principal of NOCs is the state, it is safe to assume that national

interests such as securing supply of strategic resources like oil or gas rank high on the principal’s

agenda. At the same time the agents (i.e. the NOC management) – to the extent they run interna-

tional activities (INOCs) – operate in the international space and compete with IOCs. We find

that INOCs tend to behave as rational actors, trying to position themselves favorably in the

competitive international space. INOCs started to acquire Western service companies (e.g. Price-

WaterhouseCoopers (PWC), 2008; UNCTAD, 2006b, 173) and increasingly enter into partner-
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ships with IOCs to jointly bid for production licenses. We conclude that CSR is of similar rele-

vance to the business model of INOCs as it is to IOCs.

Our analysis finds two limitations of critical theory that impact the research trajectory:

It does not provide a positive definition of the role and responsibility of the firm; subsequently,

critical theory scholars have not developed a methodology that allows to assess corporate CSR

performance.

First, while critical theory forcefully unveils the functionalist nature of CSR it dismisses

the concept without deconstructing the underlying normative assumptions of ‘ideas’ (in this case,

of neo-liberal ideology), expose them to a normative debate and argue why one set of ‘ideas’ or

an ‘ideology’ should be preferred over another. It also does not develop an alternative concept of

the legitimate role and responsibilities of business in society. For this limitation we turn to ethics

and make the normative dimension explicit in order to avoid that implicit normative assump-

tions guide development theories and lead us to favor one concept over another. We identify the

human rights framework as the relevant ethical point of reference (arrow 2 in figure 1) to define

the responsibility of companies in society and in global governance and how corporate responsi-

bility relates to state duties, particularly in the context of weak states. Ethical theory suggests

(box C in figure 1) that while companies have to respect human rights and avoid complicity the

latter includes the responsibility of extractive industries to use their position and power to

pressure governments into performing their assigned duties, and refrain from corporate behavior

that undermines the role and credibility of the government as primary duty bearer (Kolstad,

2012). This position understands corporate responsibilities in a authoritative and more compre-

hensive way than ‘business-case’ driven neo-liberal initiatives referring to human rights (like e.g.

the UNGC). Also, the human rights framework is accepted by the international community;

hence, it serves as the authoritative normative source for IOCs and INOCs alike. 
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Figure 1: Structure of the thesis (source: author)

 13



Second, as a consequence of the wholesale dismissal of CSR, critical theory does not of-

fer any methodology to assess corporate performance and impact on development in a systemat-

ic and coherent way. The underlying motivation not to engage in ‘problem solving theories’ is

appreciable; however, it does not prevent governments in resource-rich states from exploiting

their underground resources nor does it prevent IOCs and INOCs from operating in weak

states. Further, this prevents critical theory from contributing to the debate over the impact of

companies on development as well as on their regulation. In our view there is scope to engage

more deeply with CSR from a critical theory perspective and capitalize on its analytical strength.

Since it is the goal of this doctoral research to assess the development impact of extrac-

tive companies and because critical theory does not provide a methodology, we risk the attempt

to establish such a framework. To produce relevant statements about the development impact of

resource extraction, we require our framework to comply with the ethical principle of being both

true to fact and humane (Rich, 1984). In part two we complement the theoretical ground for our

assessment methodology by analyzing the link between resource extraction and development

from a critical and ethical perspective and identifying a corresponding way to measure develop-

ment impact.

Part two (chapter IV) proceeds as follows (box D in figure 1): First, we discuss how re-

source extraction relates to development outcome (chapter IV.1). Of particular interest is the

question why so many developing countries struggle with transforming resource extraction into

tangible development. We review the resource curse literature to identify the main transmission

channels. Recent research finds that the quality of institutions plays a decisive role in determining

whether resource revenues translate into development (e.g. Mehlum et al., 2006a).

Second, we discuss how the development impact of resource extraction shall be defined

and measured (chapter IV.2). The exploitation of oil, gas and minerals in low-income countries is

a time-bound opportunity to mobilize domestic finance for development. The extractive rent will

die off at some point, depending on the abundance of mineral deposits or oil reserves and the

pace of extraction (Stevens, 2011). The time component raises ethical questions about intra- and
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intergenerational justice and how future generations will benefit from today’s resource depletion.

The selection of a methodology to measure development calls for theoretical considera-

tions since each measure implicitly carries values and world visions, and “[w]hat we measure af-

fects what we do; and if our measurements are flawed, decisions may be distorted” (Stiglitz et al.,

2009, 7). We again use critical theory to deconstruct development indicators and inform the se-

lection of a measurement methodology (arrow 3 in figure 1).

We refute development conceptualizations that are based on the measurement of GDP

or human development indicators (HDI) in favor of the capital theory used in resource econom-

ics. It is the only concept that considers the rights of future generations (arrow 5 in figure 1;

Hartwick, 1977; Solow, 1974). The capital approach holds that underground wealth has to be in-

vested in assets above the ground so that the overall wealth portfolio consisting of physical, nat-

ural, human and social capital is at least maintained so that, at least, constant income can be de-

rived in the future (Hotelling, 1931). Since the capital approach allows to deplete natural

resources it describes weak sustainability only. Strong sustainability would not allow natural cap-

ital to be depleted and hence rule out the possibility of resource extraction.

The standard methodology to measure capital accumulation is the Adjusted Net Savings

(ANS) indicator developed by the World Bank (chapter IV.2). It has become particularly relevant

since the ANS “seeks to provide national-level decision makers with a clear, relatively simple in-

dicator of how sustainable their country’s investment policies are” (Bolt et al., 2002, 4). 

Yet, several limitations of the ANS prevent us from using the ANS in our research: The

ANS uses aggregated data at the national level and offers no possibility to link it to the project

level. The ANS shows deficits at the conceptual level from a critical perspective (e.g. Thiry and

Cassiers, 2010). Taking the form of a ‘monetary capital approach’, the ANS measures all capital

in dollar units. This makes it impossible to account for critical capital stock requirements as they

are relevant in natural capital (Kulig et al., 2010). For example, the full deforestation of the Ama-

zon would destabilize the world climate beyond its limits while the reinvestment of the revenues
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into other capitals could even pretend an increase in the value of the total capital portfolio and

hence sustainable development (UNECE, 2009). Further the ANS does not include social cap-

ital. Therefore, it does not account for the quality of institutions which were identified as a key

variable determining development outcome in resource-rich developing countries. By implica-

tion, the ANS would not allow to consider critical stock levels in social capital such as a mini-

mum institutional quality in a state so as to have a fair chance to achieve reasonable development

outcomes.

Third, chapter IV.3 engages in a critical analysis of social capital conceptualizations. We

refute the neo-liberal stance that puts personal and in-group relations center stage and argue for

an institutional conceptualization of social capital (Rothstein, 2003). The institutional approach

provides a convincing theory how social capital is built and how this interrelates with public in-

stitutions (Rothstein and Teorell, 2008); the theory is supported by findings from the resource

curse literature which recognize the relevance of institutions (e.g. Mehlum et al., 2006b). 

Part three (chapter V) advances a novel methodological framework, the Critical Capital

Framework (CCF) as an instrument to assess the performance of extractive companies at the

project level and as a result their impact on development in host countries (arrow 6 in figure 1).

First, we conceptualize the CCF on the understanding of development as an accumula-

tion in the capital portfolio. Yet, in contrast to the World Bank sponsored ANS calculation the

CCF relaxes the limitation to monetary values in order to account for qualitative dimensions of

capital stocks and critical stock requirements. Also, we explicitly include social capital. 

Second, in order to operationalize the Critical Capital Framework and make it accessible

for the observation of variables at the project level, we disentangle the four types of physical, na-

tural, human and social capital (box E in figure 1). This allows to understand the different capital

components and identify how and through which channel extractive operations impact on the

various capital stocks. 

We proceed in three steps: We start with unpacking each capital into the different stock
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components. Then, we identify the relevant flow indicators for each stock component. A flow

indicator is a variable that influences the respective stock level. Finally, we further unbundle each

flow indicator into relevant observable variables at the project level. The project-level variables

are informed by the flow indicators on one side and by the particularities of the extractive sector

and project on the other. Capitals, stock components, flow indicators and project-level variables

together establish a causal chain that links extractive operations to capital domains.

The evaluation of extractive operations is done for each variable against corporate re-

sponsibilities derived from ethical analysis (arrow 7 in figure 1). Each variable is coded along a

five-step ordinal data scale. We then aggregate these ordinal data over the different observable

criteria and flow indicators to a statement on how corporate behavior affects capital accumula-

tion, as detailed in chapter V.4.5.

Part four (chapter VI to VIII) is devoted to the case study: We apply the CCF to the

sample of companies working in the upstream sector in Sudan and Chad. We start with a histori-

cally grounded contextualization of oil extraction in both countries followed by the analysis of

the development impact of IOCs and INOCs on host country development. Part five (chapter

IX) concludes.

I.5. Potential and limitations

A broad range of political, economic, institutional and social factors are at work shaping

the effect of resource extraction on country development as illustrated by figure 2. The govern-

ment plays an important role, not only through the definition of the extractive regime but also

through the decision how revenues are managed and reinvested. 

The contribution of this research is limited to better understanding the role and impact
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of the extractive companies in host countries with weak governments. In such situations, power-

ful transnational companies have significant discretionary power on how to run the business on

the ground and on how to interact with host communities. They have considerable power to lob-

by the government for favorable investment conditions, to relax monitoring and control – but

they also can use their power to insist that security forces respect human rights or that local

communities’ concerns are taken seriously. With such a wide margin of discretion management

decisions have far-reaching impact. The CFF is a methodology to assess and understand the con-

sequences of those decisions. This thesis does not deal with the government role of designing

the institutional and regulatory framework for resource extraction, (economic) policy making, re-

source-related conflict management or issues related to revenue distribution and reinvestment

etc.

Figure 2: Factors affecting the transmission of natural resource extraction on development (source: author)

The findings are intended for three audiences: At the academic level, the thesis con-

tributes to the understanding of how corporate activities affect development, in particular insti-

tutions and social capital. At the policy level, the results inform the debate over the role of CSR

in governance, the regulation of ICOs and INOCs and extractive sector regulation. At the opera-
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tional level, the CCF offers a framework to facilitate a structured dialogue and mediation

processes between companies and host communities to foster corporate accountability and

strengthen the positive developmental impact of oil and mining investment. 

Although the CCF can provide new insights in corporate CSR performance, the scope

of application faces several limitations: First, the framework was developed for application in

fragile states where power and information asymmetry favors the extractive company. Although

the underlying model of capital accumulation is generic, the eventual implications of applying the

CCF in situations with more advanced governance structures need to be considered. Second, the

selection of observable variables at the project level to some extent depends on the particularities

of a given project, such as resources extracted and related impact/externalities, the geographic

location, social situation and ecosystem; this requires careful wording to ensure that the variables

adequately inform the flow indicators and that the comparability between projects is not affect-

ed. Third, the data collected are often of qualitative nature. Hence, the evaluation and grading

inevitably has a subjective component that can negatively affect consistency of data collected

when results of different researchers are collated. To avoid such distorting variance, attention

must be paid to developing a coherent understanding and application of the framework and align

researchers’ assessment when collecting data for the same research project. A pragmatic way to

achieve this is that all researchers involved independently assess the same representative case(s),

compare results, discuss possible differences and agree on a common interpretation and applica-

tion of the metrics. In our case, the last point was less of an issue since all companies were evalu-

ated by the same researchers and so a consistent application of the framework can be assumed.

Another set of limitations and challenges is related to the situation of field research and

data collection in weak states where conditions of severely restricted access to information and

conflicts prevail. Here, resource extraction often is the most relevant source of (rent) income for

the government (and a desirable source of income for opposing groups), and is instrumental to

secure power and to hold off contenders. As a consequence, resource extraction is highly politi-
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cized, researchers are not particularly welcome, information on resource extraction is typically

classified and if items of information are communicated they are presented towards political ends

rather than as factual information. Companies behave secretively as well and face little incentive

to communicate beyond general statements and platitudes. Where information is provided, it of-

ten does not come from independent sources, is fragmentary and cannot be easily verified by the

researcher. Such an environment easily compromises the scope and completeness of information

that can be gathered and requires particular due diligence and efforts to check the information

retrieved. This may also partly explain why relatively little field research is done in those

countries. 

We present a detailed discussion of the challenges the author encountered during field

research in Sudan (chapter VI.4.1) and Chad (VI.4.2), two of the most opaque and difficult states

when it comes to resource extraction. After testing the methodology under challenging condi-

tions we conclude that the CCF is a tool that improves our understanding of the performance of

extractive companies in such host countries and how they impact development. According to

our experience, two features of the tool account for this robustness: one is the fact that a high

number of observable criteria expose operations and corporate behavior in a comprehensive

way. This increases the chance to get more than one statement per flow indicator even in infor-

mation scarce situations. The second is related to metrics. The ordinal scale used requires re-

searchers to make just two distinctions for an observable variable and therefore does not pretend

to be more precise than the underlying data allow: First, the CFF assesses whether the impact is

positive, neutral or negative and second, whether the negative or positive impact is weak (rather

positive, rather negative) or strong (clearly positive/negative), whereby in an ordinal scale the

distinction between neighboring points on the scale is not necessarily always the same. For in-

stance, the difference expressed by giving a rating of 1 rather than 0 might be much less than the

difference expressed by giving a rating of 2 rather than 1. 

Testing the CCF in a number of states would be a logic next step to test the applicabili-

ty of the CFF across a broader range of resource-rich countries. 

 20



II. Theoretical considerations

II.1. Critical theory

The scholarly literature discusses corporate responsibility of TNCs, their impact on de-

velopment and – more generally – the interface between business and society from three differ-

ent perspectives: First, the predominant perspective discusses CSR in the context of manage-

ment literature, business administration, and business ethics. This body of literature takes CSR as

a given, and is preoccupied with identifying the extent of corporate responsibility and with its

implementation. Typically, it does not reflect systematically on the business-society interface or

the impact of businesses beyond promoting economic growth. Notable exceptions are certain

ethical theories and political conceptualizations. For example, Andreas Scherer and Guido Palaz-

zo (Scherer and Palazzo, 2011) advocate giving firms a more political role as corporate citizens.

Second, the global governance literature approaches the business-society interface and

the role of non-state actors from the perspective of regime theory in international relations

(Young, 1994; Young and Levy, 1999). Regime theory tries to understand the “norms, rules,

principles and decision-making procedures around which actors’ expectations converge in a giv-

en area of international relations” (Krasner, 1983, 2). Societal norms (or: ‘principled beliefs’16) de-

termine how acceptable business behavior looks like. Principled beliefs change over time

through societal discourse.17 Hence, the role and responsibility of companies is in continuous

[16] Goldstein and Keohane (1993, 9) introduced the term ‘principled beliefs’ for criteria used to distinguish right
from wrong and just from unjust. Constructivism employs analytical tools such as speech act theory to make 
sense of inter-subjective meanings and to follow the construction of institutions. Constructionist empirical 
studies documented the impact of principled beliefs on international support for the termination of 
apartheid, the growing significance of human rights or the emergence of weapon taboos (Ruggie, 1998). 

[17] This change is mainly driven by different epistemic communities and communities of practice. John Ruggie 
first introduced in 1975 the concept of ‘epistemic communities’ (see: Ruggie, 1998, 868) and it was subse-
quently developed by other constructivist scholars ! (Haas, 1992, 3). Epistemic communities are seen as the 
primary actors (besides states) in articulating the cause-and-effect relationships of complex problems, helping
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evolution (Abdelal et al., 2010; Gond and Matten, 2007; Wendt, 1999; Ruggie, 1998). According

to this view, the social construction of business-society relations today expects the private sector

to participate in knowledge generation, provision and delivery of public goods, in rule making

and rule implementation (Ruggie, 2002; Acquier and Gond, 2006; Carroll and Carson, 2003). 

Neither the business administration nor the regime theory approach takes the signifi-

cance of power relations in the business-society interface into account. Morten Ougaard noted

that CSR is not only a discursive struggle over shifting the balance in current business practice

towards the societally desirable type of private enterprise but also a material struggle about the

distribution of economic resources between social purposes and investment in future profits.

Neither of the two approaches consider the possibility that the CSR discourse could be part of

this struggle, a tactical effort to resist societal demands or refract them into patterns of behavior

that can correspond to the opposite understanding (Ougaard, 2006, 235f). 

Power matters. TNCs have accumulated power through their flexibility to move capital

and jobs between countries, through their control over production resources, and through con-

trol of essential technologies and intellectual property rights in key areas such as health and food.

The question ‘cui bono?’ (Strange, 1994) needs to be asked in order to understand the discursive

structure of voluntary corporate responsibility in a more fundamental way. 

This brings us to the critical theory approach. It looks at global governance and CSR

from a historically grounded understanding of the political economy and the wider discursive

field constructed around CSR, and accounts for power and material consequences. 

Critical theory understands the prevailing order (called a ‘historical structure’ that con-

states identify their interests, framing the issues for collective debate, proposing specific policies, and identi-
fying salient points for negotiation. (Haas, 1992, 2; Ruggie, 1998, 868). Over time the concept was expanded 
from epistemic communities towards ‘communities of practice’ as “social spaces that are organized around 
practices” (Adler, 2005, 47). Communities of practice not only transmit information but also process “social 
communication through which practitioners bargain about and set meanings, develop their own distinctive 
identity and learn practice” (Adler, 2005, 47). Palan (2004) called the growing research interest for those 
communities of practice the shift from the study of ‘units’ (i.e states) to the study of ‘encounters’. ! Haas 
(2004) advanced the model of ‘multilevel governance’ building more consistently on the new decentralized 
governance principle as emerging in environmental governance. Diane Stone proposed the concept of the 
‘global agora’ as a public space of policymaking and administration as framework to examine fully global pol-
icy processes and new managerial modes of transnational public administration (Stone, 2008). 
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sists of a particular configuration of ideas, institutions and material capabilities) as emerging from

historical processes and power games where each party attempts to universalize its own prefer-

ences, ideologies and specific interests with the intention to establish a hegemony. A hegemony

at the international level is “an order within a world economy with a dominant mode of produc-

tion which penetrates into all […]. World hegemony is describable as a social structure, an eco-

nomic structure, and a political structure; and it cannot be simply one of these things but must

be all three” (Cox, 1993, 62). The analysis of historical structures is central to critical theory and

separates it from what Cox calls ‘problem solving theories’, which take the world as it is and try

to make it work more smoothly.18 

There are several crucial mechanisms to ensure a hegemonic formation, e.g. the ideological

impact of international institutions: They “help define policy guidelines” and, in doing this, “re-

flect orientations favorable to the dominant social and economic forces” (Cox, 1993, 63) and

ideologically legitimate the norms of the world order. Another important mechanism is the dis-

cursive production of truth:19 It does not derive rules from sovereign sources but establishes

rules and norms by the reiteration of claims about what is and what is not, what can be done and

what not, over time. This way, claims become ‘natural’ rules or norms and subsequently take a

life of their own and start to control knowledge. An illustrative example relevant to this research

is the ‘comparative advantage’ argument. It states that each country has something which it is rel-

atively better at than other countries and that “countries should pursue liberal trade policies and

exchange goods and services on the basis of their comparative advantage” (Hoekman and

Kostecki, 2001, 9). This implies that a country is poor because it has failed to specialize in its

[18] For Cox, a problem solving theory “takes the world as it finds it, with the prevailing social and power rela-
tionships in which they are organized as a given framework for action” (Cox, 1981, 128). Regime theory and 
most CSR theories are seen by critical theory scholars as problem solving theories that try to make the exist-
ing system work more smoothly. In doing so, regime theory and CSR are – against their claim – not value 
free but supports the dominant ideology and hence those interests that are satisfied with this order (Jones, 
1996; 2009; Sklair, 1998).

[19] This view on the discursive production of truth is based on the Foucauldian notion of power, in particular 
his formulation of disciplinary power and the related ‘techniques and tactics of domination’ (Foucault, 1980)
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comparative advantage. It further implies that the recent specialization of many Sub-Saharan

African states on the extraction and export of raw materials was a desirable policy decision. 

Hegemony is a type of dominance that is based on sustaining an ideology and on con-

structing a broad base of consent. The latter includes “co-opt[ing] the elites from peripheral

countries and […] absorb[ing] counterhegemonic ideas” (Cox, 1993, 62), and finding the right

level of accommodation by “offer[ing] some measure of prospect of satisfaction to the less pow-

erful” (Cox, 1987, 7). In the analysis of critical theory, CSR was developed to provide some level

of accommodation in the fight to roll back attempts to control TNCs as we discuss in detail in

chapter III.2 . 

Although Cox forcefully argues that there is no value neutral theory and acknowledges

the normative core of what drives a hegemonic enterprise, Cox does not deconstruct the under-

lying normative assumptions of neo-liberalism, which he identifies as today’s hegemony, in order

to expose them to a normative debate. Without adding the dimension of ethics, critical theory

fails to argue why one hegemonic project is more justified, acceptable or even desirable than

another. 

We adopt critical theory as a theoretical framework to understand the role of CSR in

the international political economy (for a more detailed introduction to critical theory see annex

I). To account for the normative dimension, we complement critical theory with ethical analysis,

as discussed next.

II.2. Ethical theory

a) Neo-liberal utilitarianism

From a critical theory perspective, it is the neo-liberal ideology that has successfully es-

tablished a hegemonic enterprise. This implies that neo-liberal paradigms shape dominant theo-
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ries and concepts around CSR and development, e.g. that unconstrained global free trade maxi-

mizes national utility, and that the control of the economy should be transferred from the public

to the private sector along the lines of the Washington Consensus (Williamson, 1990; 2000; see

also footnote 30). In turn, theory and policy reinforce neo-liberal ideology, e.g. through the dis-

cursive production of ‘truth’ or through the absorption of counterhegemonic ideas. 

Ethical analysis finds utilitarianism as the underpinning normative framework of neo-

liberalism (for a detailed analysis see e.g.: Thielemann and Wettstein, 2008). This theory is based

on a reductionist view of the human being as a rational utility maximizer who is focused on ma-

terial benefit, and of society as the aggregation of individuals at the expense of social dimensions

and distributional justice. Utilitarianism is a form of consequentialism, meaning that the moral

worth of an action is determined by its resulting outcome while it has little regard for the inten-

tions of an action.20 Utilitarianism goes back to Jeremy Bentham and John Stuart Mill holding

that the proper course of action is the one that maximizes the overall ‘good’ or ‘utility’ or ‘happi-

ness of the greatest possible number of people’. Bentham called it “the greatest happiness or

greatest felicity principle” (Bentham, 1907). 

The focus on the ‘happiness of the greatest possible number of people’ has several im-

plications for social organization and the understanding of development: First, utilitarianism

emphasizes the material condition for happiness and the subsequent economic growth as driver

of all other development. While material aspects are fundamental to human life, the reductionist

nature of utilitarianism is incommensurate with a more complex understanding of human beings

and human welfare; it fails to integrate social and non-material values. 

Second, development, i.e. the ‘happiness of the greatest number of people’, is under-

stood as the maximization of the average well-being. This measure says nothing about distribu-

tional effects and the (probably numerous) ‘unhappy people’ as long as the average is on track. 

[20] Since for utilitarian ethics ‘good’ is what serves the ultimate goal, this line of ethical reasoning is also called 
‘teleological ethics’, from the Greek word ‘telos’ (τελοσ) which means ‘goal’.
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Utilitarian logic of the average well-being informs the practice of rankings that is part and parcel

of a GDP oriented market economy (for a critique of the practice of ‘rankings’ see e.g.: Thiele-

mann, 1996, 51ff; Blowfield, 2005b, 186). This can lead to extreme situations: Today, Equatorial

Guinea is ranked as high income country in the World Bank classification,21 reflecting the GDP

growth following the oil windfall since the mid 1990s. But it does not take into account that over

two third of the population of less than one million people live below the poverty line.22 

Third, utilitarianism rationalizes inequality. Maximizing average utility justifies to some

extent increasing inequality between people and between groups. In the optimistic (or eu-

phemistic) view inequalities would disappear at some point since poorer segments of the popula-

tion will benefit as well (e.g. Reisman, 1996). The debate about the so-called trickle-down effect

particularly flared up around structural adjustment policies, which were frequently associated

with increasing inequalities and (economic) pressure on the poor. Until today, the trickle-down

argument has failed to deliver as promised. Proponents have frequently had to expand the time

span within which a positive effect would materialize (Andrews et al., 2009; Stiglitz, 2012; Krug-

man, 2011). From a normative perspective, it is hard to argue why certain (and typically the

poorer anyway) segments of a society should endure hardships over a prolonged period of

time – and if so, why some and not other segments of the same society. This unequal treatment

of individuals is incommensurate with justice principles (Rawls, 1971). 

Finally, the focus on the maximization of individual utility fails to integrate and to ac-

count for needs of future generations. It is simply beyond the scope of utilitarianism since any

restriction or consideration of distant future needs of unknown others would not provide any

benefit for current personal utility maximization. 

[21] http://data.worldbank.org/country/equatorial-guinea (January 6, 2012)

[22] http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/Country_Notes/2011/Full/Equator-
ial%20Guinea.pdf (January 6, 2012)
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b) Normative ethics

The ethical analysis lets us reject development theories based on utilitarian principles.

Instead, we base our research and the assessment of CSR on ethical principles that a) respect the

non-material conditions of human life and their relevance for well-being; b) account for the

equality of human beings and do not accept increasing inequality as unavoidable collateral dam-

age for increasing average welfare but give weight to distributional questions; c) recognize ‘the

social’ as a fundamental determinant of human life and of society. From this follows that we at-

tach importance to the role of the public sector and the question as to how it is organized and

governed in respect of those three principles.

We do not turn to a particular school of philosophy nor to any perpetual principles.23

We take as point of reference the deontological ethical norms embodied in the International Bill

of Human Rights and the International Human Rights Instruments.24 Human rights aim to pro-

mote well-being and freedom, based on the inherent dignity and equality of all people. Preoccu-

pied with a focus on necessary outcomes for improving people’s lives, human rights reflect a

fundamental concern with institutions, policies and processes as participatory and comprehen-

sive in coverage as possible, respecting the agency of all individuals (United Nations, 2006).

Being the result of deliberative processes at the level of the United Nations, the human

rights framework has a strong legitimacy and provides an ethical view that is “universal, dispas-

sionate, and impartial” (Donaldson and Dunfee, 1999, 14). It is morally binding even though our

[23] Normative theories of CSR attempt to define the content of social responsibility grounded on normative val-
ues of deontological provenience (e.g. Emanuel Kant) or based on rights (e.g. John Rawls) (Hsieh, 2009; 
Garriga and Melé, 2004, 60). They claim universality for those norms by e.g. positioning them in an abstract 
neutral ‘space’, which is independent from daily life. This allows to look at reality sub specie aeternitatis. Any in-
dependent rational actors, the argument goes, would agree with those principles. Moral philosophers who 
have influenced business ethics include Aristotle with virtues that should guide actions, Immanuel Kant with 
his moral imperative and universal duties as preconditions of social life, and philosophers such as Hobbes, 
Rawls or Rousseau with the idea of a social contract to which all members of society might subscribe. 

[24] http://www2.ohchr.org/english/law/ (November 28, 2012). The documents can be classified into two cate-
gories: a) declarations, adopted by bodies such as the United Nations General Assembly, which are not legal-
ly binding (yet, they may have the effect of soft laws); and b) conventions, which are legally binding instru-
ments concluded under international law.
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world is characterized by a pluralism of cultures and values (Scherer and Palazzo, 2007).25 

Human rights can be understood as today’s most widely backed normative conceptual-

ization competing with the neo-liberal-utilitarian enterprise. However, considering the three ele-

ments of a historical structure – ideas, institutions, material capabilities – reveals that the neo-lib-

eral conceptualization is far more prevalent in institutions and possesses far greater material

capabilities (see chapter III) and attempts to absorb counterhegemonic ideas. An example the au-

thor is familiar with from ten years providing consultancy to TNCs is that of the UN Global

Compact (UNGC), a voluntary governance initiative based on the human rights framework.26

Among others, we have developed and executed for several years a methodology to analyze the

reports in which companies detail how they translate their UNGC commitment into operational

goals, how they monitor implementation, and report on achievements (Brugger et al., 2009). The

weak results of this analysis, the observation that today not even half of the UNGC companies

honor their commitment to release an annual Communication of Progress (see footnote 50), the

insights from the literature and from our field research let us conclude that the UNGC is a neo-

liberal tool in the first place: Although the UNGC principles are based on a deontological ethics

foundation that would forgo profit in favor of the ethical imperative the UNGC puts them into

service for an utilitarian instrument. The UNGC lays claim to high aspirations while in fact it

puts discretion on when, how and how much to implement into the hands of the companies.

This does not mean that CSR has no effect at all. But the functionalist nature of CSR puts insti-

tutional constraints in place that narrowly limit the scope of CSR independent of whether the

CEO and the senior management have high moral standards. 

In the next chapter, we first trace how utilitarian understanding of corporate responsi-

[25] It is exactly this quality of providing an accepted reference point that extends UN based norms to the global 
level while others represents values of particular groups, often the middle class favoring post-materialist ori-
entations (Nölke, 2006), reflect the particular form of the economy, e.g. liberal versus coordinated market 
economies in American and European (Matten and Moon, 2008; Matten and Crane, 2005), Asian (Bendell et 
al., 2009; Chapple and Moon, 2005) or Chinese (CSR in China is seen as “a concrete action taken by Chinese 
companies to implement the political aspiration of the new Communist Party collective leadership – ‘putting 
people first to create a harmonious society’” (Miller, 2005). According to some authors, this also drives the 
‘going international’ of Chinese companies (Chen, 2007; Xu, 2007; Vines et al., 2009; Paik et al., 2007).

[26] For a more detailed discussion of the UN Global Compact see page 40.
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bility has become prevalent and the consequences thereof (chapter III.2 and chapter III.3). Then,

we inquire from a normative perspective the scope of human rights based corporate responsibili-

ty (chapter III.5). The latter informs our assessment methodology that we develop in chapter V.

We have discussed critical theory and ethics theory in some detail. In the course of our

research we will also draw on other theories such as the principal-agent model to theorize about

the internationalization strategies of INOCs, on insights from regime theory for the understand-

ing of governance arrangements, on normative business ethics to draft a conception of corporate

responsibility, and on resource economics and institutional theory to conceptualize the link be-

tween resource extraction and development. 
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III. CSR and global economic governance

We have broken down our overarching question into three research questions. The first

of them – how and to what extent does the current CSR agenda determine corporate behavior

and how does this in turn impact on development in host countries? – requires us to analyze and

understand CSR theories informing companies’ CSR strategy and practice. 

In this chapter, we carry out a critical analysis of CSR. First, we briefly present the con-

text of global economic integration and regulation in which TNCs operate today (chapter III.1).

Second, we trace the emergence of the dominant CSR theories to understand how CSR is entan-

gled in the emerging concept of global governance (chapter III.2). Thereupon we analyze how

this translates into CSR theory and practice (chapter III.3). Next, we consider whether main-

stream CSR theories suggest different implications for the CSR behavior of IOCs and INOCs

(chapter III.4). Finally, we outline the comprehension of corporate responsibilities derived from

the human rights framework that will inform our assessment methodology (chapter III.5).

III.1. Economic globalization and the regulation of TNCs

The belief that an unconstrained and borderless world economy will make everybody

better off (e.g. Krauss, 1997; Norberg, 2003) is driving global economic integration,27 which in

turn promotes the proliferation of TNCs.28 We outline two aspects of global economic integra-

[27] Global economic integration is the core of globalization. It is characterized by the incremental integration of 
markets and the interconnection of economic markets across borders (Becker et al., 2007, 13), initiated by 
political decisions to reduce barriers to global trade of goods, services, capital and labor, to open national 
markets through liberalization and deregulation. Globalization was further accelerated by the innovation in 
information and communication technologies (telecommunications, internet, mass media), which led to the 
emergence of an electronically networked world economy. Furthermore, the decreasing costs for logistics 
and transportation of goods allowed transnational companies to easily ship goods for processing or assem-
bling across the globe in order to capitalize on cheap labor or other country specific advantages. 

[28] Globalization has profoundly changed the way global production is organized. Vertically integrated compa-
nies organized along the Fordist model transformed into more network-based production conglomerates 
modeled on the principles of disintegration, spatial deconcentration, and increased use of subcontracting and
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tion to provide some context in which the debate over TNC regulation takes place: First, the im-

pact of economic integration and liberalization on the extractive sector in Sub-Saharan Africa;

second, the growth of transnational companies beyond the reach of the nation state.

III.1.1. Impact of economic integration on the extractive sector in Africa

With regard to developing countries, the IMF states that “[i]f policies are adapted to

meet the requirements of integrated and competitive world markets, then all countries should be

better able to develop their comparative advantages, enhance their long-run growth potential,

and share in an increasingly prosperous world economy” (IMF, 1997, 3).

As a consequence, the International Financial Institutions (IFI)29 required developing countries

to remove trade barriers and liberalize the inflow of FDI along the lines of the ’Washington

Consensus’ (Lapeyre, 2004).30 The integration of developing countries into the world economy

through structural adjustment programs started in the 1980s.

The effect on the extractive sector and the economic profile of African countries was

profound. First, tax reforms moved resource extraction away from extracting the finite ‘under-

ground wealth of a state’ and towards other industrial activities where investors take a risk.31 This

resulted in lowering royalties significantly, privatizing state owned companies, eliminating restric-

tions on the entry of TNCs, lowering taxes and granting temporary tax exemptions, introducing

import-tax exemptions for equipment, eliminating national content and employment provisions,

outsourcing (Levy, 2008). 

[29] World Bank (WB), International Finance Corporation (IFC), International Monetary Fund (IMF)

[30] The principles of the ‘Washington Consensus’ include tax reform to lower marginal rates and broaden the 
tax base, trade liberalization, liberalization of inflows of foreign direct investment (FDI), privatization, dereg-
ulation to abolish barriers to entry and exit, and secure property rights (Williamson, 1990, 252).
The term ‘Washington Consensus’ in its original meaning was coined by Williamson (1990). For a discussion 
of the different meanings of the term and its use as synonym for market liberalization, privatization and eco-
nomic imperialism and bashing of the state see Williamson, 2000.

[31] For a historical overview and discussion of the different periods and patterns of resource nationalism and re-
source liberalism see Stevens, 2008.
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establishing liberal immigration laws for expatriates, scrapping restrictions on profit and dividend

remittances, and granting incentives such as land allocation (UNCTAD, 2007b, 35).

Second, FDI inflow and natural resource exports surged after extractive policies were

rendered investor friendly.32 Total FDI inflows into Africa’s least developed countries (LDCs)

rose fourfold from an annual average of USD 1.7bn in the 1990s to USD 6.8bn in 2000–2005

and peaked in 2008 (with USD 37.3bn for Sub-Saharan Africa). The bulk of FDI was directed to

extractive industries. In turn, mineral exports from the same countries increased almost fivefold

from USD 8bn in 1995 to USD 38bn in 2005. The respective share in total exports rose from

one quarter in 1995 to almost half 10 years later (UNCTAD, 2007b; Campbell, 2009). 24 Sub-Sa-

hara African countries are classified as resource-dependent countries as of 2011 (Haglund, 2011).

Finally, over the same time, local content – i.e. goods and services procured in the host

country – has sharply declined. The share of processed minerals and metals of total mineral and

metals was at 28% during the period 2000–2003, compared to 35% 20 years earlier (UNCTAD,

2007b, 4). After regulatory requirements for local content were removed and the costs for trans-

portation went down, extractive firms had few incentives to overcome the constraints related to

processing raw materials in host countries. After five decades of resource extraction in Nigeria,

local content in oil and gas services in upstream activities is estimated at between 5% and 11.5%.

Even the higher estimation is still very low compared to 45-75% local content in Malaysia, In-

donesia, Brazil or Venezuela (UNCTAD, 2007a, 141; UNCTAD, 2006a, 3).

The figures suggest that African LDCs have re-specialized in primary extraction over

the last fifteen years as their ‘comparative advantage’. Recent evaluations33 of the performance of

[32] For a survey of how extractive firms’ management assess host countries’ investment climate, see the annual 
survey of the industry by the Fraser Institute since 1997 (mining) and 2007 (petroleum) (Fraser Institute, 
2011b;a). See also Otto et al., 2006

[33] UNCTAD states in its 2009 report on FDI in least developed countries: “The experience of LDCs, however,
suggests that the contribution of FDI to industrial and technological upgrading has been very limited. In-
deed, FDI in LDCs has been largely focused on extractive industries or, as in Asian LDCs, on simple proces-
sing and labour-intensive activities with few local linkages and spillovers As such, it can be argued that these 
policies to attract FDI have been relatively successful in Africa and Asian LDCs. But the expected benefits 
related to FDI such as employment generation and technological transfer did not materialize for various rea-
sons, including lack of industrial policy.” (UNCTAD, 2009, 159) 

 32



the extractive sector in Africa (UNCTAD, 2006b; UN ECOSOC, 2009) support claims that

trade liberalizations favor developed nations at the expense of developing countries (e.g.

Bowman, 2011). Today, UNCTAD calls for a ‘new developmental state’ (UNCTAD, 2009) with

arguments voiced against the ‘Washington Consensus’ twenty years ago (e.g. Biersteker, 1990):

The reduction of the role of the state and its distributive intervention in the economy would un-

dercut its ability to mediate between conflicting factions within civil society and weakening the

fiscal basis of the state could undermine the legitimacy of the state itself.

The case of Zambia is illustrative of the policy of the Washington Consensus. The gov-

ernment promoted FDI with comprehensive incentives: Reduction of the corporate tax rate

from 35 to 25 percent; exemption from customs duty on inputs up to USD 15m; reduction of

the mineral royalty from 2.0 percent to 0.6 percent; exoneration from excise duty on electricity;

an increase in the period for which losses could be carried, from ten to twenty years; an exemp-

tion from the withholding tax on interest, dividends, royalties, and management fees. As a conse-

quence, mineral extraction increased while government revenues declined. It will take decades

before the government receives substantial revenue from new mining companies:

“In 2006, the government received just $25 million in copper royalties out of a $2 bn

turnover in copper sales. This substantially hampers the extent to which the govern-

ment can finance improvements in physical infrastructure that are essential for reviving

productive capacity and growth in the non-copper sectors of agriculture and light man-

ufacturing.” (di John, 2011, 177)

III.1.2. Transnational companies grow beyond the reach of the state

In contrast to economic integration, the regulation of TNCs was not taken to the global

level. It remained at the national level where the state guarantees the proper working of markets

by setting up legal rules such as property rights and contractual rights, enforces contracts, pro-

vides public goods, and mitigates negative externalities (Friedman, 1970; 1962; Hayek, 1996).
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Yet, TNCs are part of what Habermas termed ‘post-national constellation’ (Habermas,

2001). Economic integration has made production international and factors of production such

as management, labor, technology and investment becoming mobile internationally.34 TNCs take

their decisions on global considerations while states are inherently geographic constructs based

on state sovereignty and mutually exclusive territoriality (Ruggie, 1993). The power-balance shifts

in favor of businesses, which can play states off against each other following the cheapest labor

cost and lowest standards in social or environment issues (Kaplinsky, 2005). 

The new mobility of TNCs, amplified by the neo-liberal trend to restrict the role of the

state (Strange, 1996), affects the ability of national governments to control domestic economies

and economic actors (Stopford and Strange, 1991). Together with the lack of TNC regulation at

the international level this leads to an overall ‘undersupply’ of governance (Ougaard, 2006).

“Markets and transnational corporate networks treat the globe as a single space of

transaction flows. In contrast, governance remains anchored in territorially fixed places,

with a relatively thin overlay of international law and institutions operating among

them, unable on their own to redress human rights abuses, whether corporate or other-

wise.” (Ruggie, 2006, 7)

More systematically, Stephen Kobrin identified four interrelated sets of problems that TNCs

pose for states and the state system: 

“a) the distribution of the costs and benefits associated with the [TNC] within and

across states; b) jurisdictional asymmetry between the state exercising economic gov-

ernance through control over geographic territory and the international network of the

[TNC] and its affiliates; c) jurisdictional conflict and overlap and ‘underlap,’ including

the problem of extraterritoriality; and d) a weakening of national control over the econ-

omy and economic actors” (Kobrin, 2001).

The limitations of the regulatory effectiveness of nation states in the situation of economic glob-

alization have triggered the emergence of ‘global governance’ which been defined as 

[34] The vertically integrated Fordist structure of the traditional multinational company (MNC) was aligned with 
the concept of state-based regulation and to the extent that they served as a means for nation-states to exert, 
and even increase, national power (through their economic strength and operations abroad) multinational 
companies have a sovereignty affirming effect (Kobrin, 2001).
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“the rules, institutions, and norms that order, channel and constrain economic activity

and its impacts in relation to international issues of public concern. It therefore includes

not only national level regulation and formal international agreements, but also private

mechanisms such as codes of conduct, discursive and normative frames, and market

structures.” (Levy and Kaplan, 2008, 437; similarly: Slaughter, 2004; Levy and Kaplan,

2008; Prakash and Hart, 1999; Haas, 2004) 

Global governance as a multi-actor system of global authority includes besides traditio-

nal political authorities new political actors like NGOs, businesses, scientific networks, epistemic

communities, global policy networks, and international institutions35 (Haas, 2004). This has not

only changed the role of the state but also fundamentally changed the role of companies. They

are increasingly considered as part of the solution to the global governance deficit (e.g. Margolis

and Walsh, 2003; Matten and Crane, 2005), as having an active role in rule making36 as well as in

the provision of public goods. In the latter, companies at least partly perform public functions in

particular in countries where governments and state agencies are not capable or are unwilling to

do so. Their place at the rule making table as well as their role in providing public goods is be-

yond what they are legally obliged to do; this falls within the realm of their voluntary contribu-

tions and within what is covered by the term CSR. In response to this new situation of the firm

CSR theories, CSR business networks and a CSR consulting industry have been spawned. 

The growth of the transnational dimension and the changed role of the state in regulat-

ing TNCs do not mean that the state has become obsolete. In the area of natural resource ex-

traction we observe a re-emergence of resource nationalism seeking control over natural re-

sources and appropriation of the rent. The two trends coexist in a dialectical relation (Stevens,

2008; de Graaff, 2012).

[35] To the extent that they are capable of exercising discretionary behavior independently of the wishes of their 
dominant member states

[36] There has always been some form of consultation with the private sector as well as lobbying by the private 
sector. Yet, global governance has taken this to a qualitatively new level by giving the private sector a formal 
role in governance.
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III.2. The rise of CSR, voluntary standards and PPPs

Instead of taking for granted global governance and the new role of companies, we apply

the heuristic tool of historical structures and track the raise of CSR from its origins in the debate

over TNC regulation in the early 1970s to its contemporary role as an accepted mechanism

within global governance, preferred over a more formal regulation of TNCs. The historical read-

ing of CSR understands the promotion of CSR as a corporate attempt to co-opt critics while re-

taining large discretion on the implementation of CSR on the corporate side (Overbek, 2005).

III.2.1. The first wave of discussion on TNC regulation

The discussion about the regulation of TNCs can be traced back to the North-South

negotiation process around the demand for a ‘New International Economic Order’ (NIEO) put

forth by the Non-Aligned Movement in 1973 and backed by a UN resolution37 in 1974, which

was adopted with the support of the G77. 

The NIEO was a debate about the real and desirable structure of world economic rela-

tions. It was an attempt to challenge the dominant liberal economics from a mercantilist perspec-

tive (Cox, 1979, 259). The NIEO reflects the perceptions of the developing countries, which de-

manded more favorable terms of trade, increased development assistance,38 and more control of

the political and economic activities of TNCs out of their concern for sovereignty.39 Developing

countries requested the adoption of an international code of conduct for TNCs in order to in-

crease their negotiating power towards TNCs and prevent anti-governmental activities. Most de-

veloped countries were either opposed or indifferent (Koenig-Archibugi, 2004, 14). 

Since the topic was controversial, the UN entrusted a Group of Eminent Persons with

[37] http://www.un-documents.net/s6r3201.htm

[38] http://unctc.unctad.org/aspx/UNCTCEvolution.aspx

[39] The position of developing countries was also provoked by scandals such as the ITT corruption in Nigeria, 
ITT’s involvement in the overthrow of the (socialist) governments of Chile (1970) and that of Brazil (1964) 
in coordination with the US government (both coups installed long-lasting dictatorships).
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the task of advising on TNCs and their role and impact on development. In 1974, the group

called for the creation of the United Nations Commission on Transnational Corporations

(UNCTC) to provide a permanent intergovernmental forum for deliberations on issues related to

TNCs. In the same year, the UN General Assembly established the commission and the Infor-

mation and Research Center on Transnational Corporations.40 The UNCTC was tasked a) to un-

derstand the political, economic, social, and legal effects of TNC activity, especially in developing

countries; b) to secure international arrangements that promote the positive contributions of

TNCs to national development goals and world economic growth while controlling and eliminat-

ing their negative effects; and c) to strengthen the negotiating capacity of host countries, in par-

ticular the developing countries, in their dealings with TNCs (UNCTAD, 2002).

In 1978, the UNCTC presented a Draft Code of Conduct for TNCs that was conceptu-

alized as comprehensive, single international instrument. The key points included that states

would pledge to ensure that foreign investors respected national sovereignty and human rights,

disclosed relevant information to host governments about their operations, and refrained from

transfer pricing (Haufler, 2001).41

While host governments and developing countries were interested in a more equitable

distribution of benefits, in corporate accountability and responsiveness towards national priori-

ties, businesses were concerned with issues of expropriation and investment climate (Rubin,

1995, 1283). The debate on the UN Code for TNCs did not lead to any decision, despite more

[40] The Commission was established pursuant to ECOSOC Res. 1913, U.N. ESCOR, 57th Sess., Supp. No. IA, 
at 31, U.N. Doc. E/5570/Add. 1 (1974). The Information and Research Center was established by 
ECOSOC Res. 1908, U.N. ESCOR, 57th Sess., Supp. No. 1, at 13, U.N. Doc. E/5570 (1974).

[41] Around the same time, other organizations were working on the topic as well: the Organization for Econom-
ic Co-operation and Development (OECD) developed and adopted a Declaration on International Invest-
ment and Multinational Enterprise (1976) and the International Labour Organization (ILO) prepared a Tri-
partite Declaration of Principles Concerning Multinational Enterprises and Social Policy in 1977. The ILO 
proposal was less comprehensive than the UN code would have been but more demanding of the corpora-
tions than the OECD code. The guidelines adopted by the OECD were voluntary non-binding guidelines; 
the ILO Tripartite Declaration on employment, training, working conditions, and industrial relations applied 
as do all ILO conventions to governments and relied on them to ratify and implement its provisions. Both 
had little impact ! (Haufler, 2001, 19). According to Ans Kolk and Rob van Tulder, the ILO code was adopted
voluntarily by one company, but after trade unions used this code in an industrial dispute with the company’s
managers, no other company dared to do the same (Kolk and van Tulder, 2005, 5).
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than a decade of negotiations. The character of the code – mandatory, voluntary or a ‘zebra’ ver-

sion – was fiercely contested (Rubin, 1995, 1285). Governments of both developed and develop-

ing countries that faced major inroads by TNCs in their economies showed an interest in the de-

bate together with critical social interest groups. “But the lack of international consensus about

the function, wording and potential sanctions against non-compliant companies in particular,

moderated the original intention to make the codes mandatory.” (Kolk and van Tulder, 2005, 5).

In the 1980s the discourse changed when the neo-liberal paradigm became dominant

because of the political backing by the Reagan administration in the US and the Thatcher gov-

ernment in the UK. Both ardently pursued free market policies that went against further regula-

tion of corporations. The focus of attention changed towards the positive impacts of FDI and

TNCs on development. In 1991, the Bush administration argued that private corporations played

a critical role in the world economy and therefore should not be regulated (Haufler, 2001). 

Figure 3: Level of activity in formulation of codes of conduct and voluntary regimes (adapted from: Kolk and van Tulder, 2005)
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In 1992, just before the Rio conference,42 the international negotiations ended despite

agreement on about 80 percent of the content of the code (Haufler, 2001). The issue of TNC

regulation was dropped from the agenda of the Rio conference, reportedly under pressure of key

Northern governments and backed by corporate lobbying. In the same year the UNCTC ceased

to function as a separate entity (Utting, 2000b, 3; Bendell, 2004, 13; Vogel, 2006b). What was left

was a twenty-volume library on the subject (Rubin, 1995).

III.2.2. The second wave: Rise of CSR and public-private private partnerships

Concerns over the behavior of TNCs did not disappear but gained momentum again in

the 1990s. TNCs were increasingly perceived as vehicles of a process of globalization that is not

only characterized by economic integration but equally by social tensions, uneven development,

and growing inequality (Kaplinsky, 2005). 

At the same time, the international civil society got to strength.43 The number of social

movements, environmental groups, human rights organizations, consumer and social interest

groups had increased as had their capacity to put pressure on TNCs following the communica-

tions revolution (Utting, 2000a). NGOs denounce TNC over corporate governance scandals

(e.g. Enron managers’ ‘self-service’ behavior and political mingling following the deregulation of

the energy sector by the Bush administration in 1992), environmental disasters (e.g. Shell’s deal-

ing with the Brent Spar oil platform incident in the North Sea in 1995 or Freeport’s handling of

[42] UN Conference on Environment and Development (UNCED)

[43] Transnational companies were not the only entities coming out of the process of globalization. Civil society 
also has produced a considerable number of international non-governmental organizations (INGOs) operat-
ing at the global level. It was the innovation in communication technologies that made the internationaliza-
tion of civil society and their advocacy possible. INGOs have gained prominence in the media by putting 
corporate behavior under the spotlight, they also have become partners at the negotiation table and directly 
interact with companies and governments. 
However, the notion of global civil society as social movement defending public goods does not entirely 
hold. First, most of them are rooted in OECD countries as is the majority of TNCs; second, INGOs are not 
homogenous, they have different backgrounds and constituencies and the boundaries with private sector and
policy think tanks are often blurred.
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environmental issues in the Grasberg mine in Indonesia in the 1990s), and human rights viola-

tions (e.g. Shell’s perceived role in the hanging of the Nigerian author and environmental activist

Ken Saro Wiwa in 1995).

TNCs responded to the accusations with CSR activities to assure critics they would act

responsibly: a) Corporations adopted voluntary firm-level codes of conduct; b) industry sectors

developed private governance schemes to regulate the behavior of their members;44 c) companies

participated in multistakeholder based governance regimes, involving the private sector, civil so-

ciety organizations, international organizations, national governments; d) firms got involved in

public-private-partnership (PPP)45 initiatives to address developmental issues summarized under

the Millennium Development Goals (MDG).46 An early example is The Global Alliance for Vac-

cines and Immunization (GAVI)47, launched in 2000 at the World Economic Forum (WEF) in

Davos; another is the Global Fund to Fight AIDS, Tuberculosis, and Malaria, established in

2002.48

Eight years after the attempt to agree on a binding UN code for TNCs regulation failed,

the then UN Secretary General Kofi Annan confirmed and formalized the voluntary nature of

TNC regulation when he launched the UN Global Compact (UNGC)49 at the WEF in Davos in

1999. The UNGC consists of ten principles on human rights, labor norms, the environment, and

[44] Sector-wide codes of conduct are often modeled on the Responsible Care program which was initiated by 
the American Chemistry Council (ACC) after the Bhopal incidence in 1984. 
An accident at a Union Carbide plant in Bhopal (India) in 1984 caused 6,000-20,000 deaths. Thereafter, the 
public viewed the entire chemical industry negatively and failed to discriminate among firms. The ACC de-
cided that concerted, coordinated actions were necessary to improve the credibility of the industry and 
launched the Responsible Care Program in 1989. 

[45] Proponents see PPPs as the solution to many global governance deficits (Reinicke and Deng, 2000). The 
main promise of PPPs is to improve the problem solving capacity (through more resources and better 
knowledge and technology) and increase the legitimacy of international governance in terms of democratic 
participation and accountability (Börzel and Risse, 2005).

[46] http://www.un.org/millenniumgoals/

[47] GAVI aims to expand the reach and effectiveness of immunization programs and accelerate the develop-
ment of new vaccines, particularly for the developing world. Partners include the Bill and Melinda Gates 
Children’s Vaccine Program, the International Federation of Pharmaceutical Manufacturers Associations (IF-
PMA), public health and research institutions, national governments, the Rockefeller Foundation, the World 
Bank Group, UNICEF and WHO. www.gavialliance.org

[48] Jointly established by states, international organizations, NGOs, the private sector. www.theglobalfund.org

[49] www.globalcompact.org
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anti-corruption. Organized as a learning network (Ruggie, 2001; Leisinger, 2003), participants

commit to incrementally implement the principles and to publicly report on progress. Today,

with over 7’000 business participants50 from 135 countries, the UN Global Compact is by far the

most widely adopted CSR code.

Voluntary CSR made its final step into the league of global governance tools at the

2002 UN World Summit for Sustainable Development (WSSD) in Johannesburg. It confirmed

the principles of voluntary guidelines and corporate social responsibility, and promoted partner-

ships between state and non-state actors. In the binding Type I outcome, paragraph 49 of the

Plan of Implementation51 of the WSSD reads: 

“[We will] actively promote corporate responsibility and accountability, based on the

Rio Principles, including through the full development and effective implementation of

intergovernmental agreements and measures, international initiative and public-private

partnerships, and appropriate national regulations, and support continuous improve-

ment in corporate practices in all countries”.52 

This paragraph is remarkable. While the private sector was not yet mentioned in the of-

ficial Rio Declaration (it was only mentioned in the action plan Agenda 21), the WSSD declara-

tion establishes that a) corporations have a social responsibility beyond economic profit making

and b) their accountability extends beyond minimal legal compliance. It does not uphold the role

separation between states and business but in contrast explicitly invites private actors to partic-

ipate in global governance, mentioning public-private partnerships alongside international initia-

tives and national regulation. 

However, the language remained weak (‘promote’), the declaration is silent on what

[50] As of 27 November 2012. Out of the 7’064 members only 3’438 are active members. The 51% of non-active
members failed to submit the annual ‘Communication on Progress’ report. The comparative figures for De-
cember 2011 show that the number of non-communicating and hence inactive members is increasing fast: 
out of 6’757 members 5’206 are active and 23% were non-reporting (source: Global Compact website).

[51] http://www.un.org/esa/sustdev/documents/WSSD_POI_PD/English/POIToc.htm (May 30, 2012)

[52] Jem Bendell points to the fact that the exact wording of Art 49 of the WSSD declaration was much debated. 
In one version it only made reference to “existing intergovernmental agreements”; the term ‘existing’ was 
removed during negotiations (Bendell, 2004, 26). This allows to reflect the continuous development of in-
tergovernmental reasoning, like e.g. the convention on corruption that was adopted in 2005.
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‘corporate responsibility and accountability’ means in more concrete terms, on how conflicting

goals between business and development interests are reconciled, and on what accountability

means and how it shall be claimed. 

The WSSD included partnerships between state and non-state actors (so called ‘public

private partnerships’ PPP) as non-binding (i.e. Type II) outcomes of the summit. It is the first

time that agreements between state and non-state actors had been endorsed (Bendell, 2004).

Partnerships were defined as 

“specific commitments by various partners intended to contribute to and reinforce the

implementation of the outcomes of intergovernmental negotiations of the WSSD (Pro-

gram of Action and the Political Declaration) and to help the further implementation of

Agenda 21 and the Millennium Development Goals” (Kara and Quarless, 2002). 

During the WSSD, new partnerships were devised and old ones re-branded so that over 200 of

them were announced as an official Type II outcome of the intergovernmental conference.53 By

October 2011, 348 partnerships were registered in the partnership database.54 

The voluntary approach towards TNC regulation was re-confirmed more recently. It

began in 1998: Under the impression of escalating reports of corporate human rights abuses, es-

pecially in the extractive sector and the footwear and apparel industries, the United Nations Sub-

Commission on the Promotion and Protection of Human Rights (Sub Commission)55 mandated

a working group to “make recommendations and proposals relating to the methods of work and

activities of transnational corporations in order to […] promote the enjoyment of economic, so-

cial and cultural rights and the right to development, as well as of civil and political rights.”56 

Five years later, the working group presented a draft document on ‘Norms on the Re-

[53] Examples involving the extractive industry include the ‘Global Flaring Reduction Partnership’ (led by the 
World Bank), the ‘Niger Delta Fund Initiative’ (to allow oil revenues to benefit local communities, led by the 
NGO Earth Rights International, and the ‘Global Mining Initiative (an industry-led initiative to improve so-
cial and environmental performance in mining). See www.johannesburgsummit.org

[54] http://webapps01.un.org/dsd/partnerships/public/welcome.do (17 October 2011)

[55] The United Nations Sub-Commission on the Promotion and Protection of Human Rights is a subsidiary 
body of the then Commission on Human Rights.

[56] U.N. Doc. E/CN.4/Sub.2/Res/1998/8 [Aug. 20, 1998]
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sponsibilities of Transnational Corporations and other Business Enterprises with Regard to

Human Right’ (Draft Norms) (UN ECOSOC, 2003a) providing that companies have a positive

duty to not only respect but promote human rights in their sphere of influence: 

“States have the primary responsibility to promote […] and protect human rights recog-

nized in international as well as national law, including ensuring that transnational cor-

porations and other business enterprises respect human rights. Within their respective

spheres of activity and influence, transnational corporations and other business enter-

prises have the obligation to promote.., and protect human rights recognized in interna-

tional as well as national law […].” (UN ECOSOC, 2003a, para 1)

The Draft Norms interpret existing law and detail corporate responsibilities without

reaching the status of a treaty (Weissbrodt, 2008). They also include basic implementation proce-

dures based on three pillars: First, companies are expected to develop internal rules to assure the

protections set forth by the Norms and assess their major activities in light of the Norms. Sec-

ond, companies’ compliance with the Norms is subject to independent and transparent monitor-

ing. Third, states shall establish a legal framework of application of the Norms. Fourth, compa-

nies provide adequate reparation in cases where the Norms have been violated.57

On August 13, 2003, when the Sub-Commission approved the Draft Norms, it first

seemed that the UN was changing its stance: “The Norms are the first non-voluntary initiative

[in the area of business and human rights] accepted at the international level” commented David

Weissbrodt, one of the main authors of the Draft Norms (Weissbrodt and Kruger, 2003, 903).

While the NGOs endorsed the Draft Norms,58 the private sector was firmly opposed.59 

[57] For a detailed discussion of the Draft Norms see e.g. Clapham, 2006, 225-36; Kinley et al., 2007

[58] Press statement of 15 NGOs: Amnesty International, Center for Human Rights and Environment (CED-
HA), Christian Aid, Ethical Globalization Initiative, FIDH (Fédération Internationale des ligues des Droits de 
l’Homme), Forum for Human Rights, Human Rights Advocates, Human Rights Watch, International Com-
mission of Jurists, Lawyers Committee for Human Rights, Minnesota Advocates for Human Rights, Novar-
tis Foundation for Sustainable Development, OMCT (World Organization Against Torture), Oxfam GB 
(http://www.reports-and-materials.org/NGOs-welcome-new-UN-norms.htm; December 18, 2012).
Noteworthy is the participation of the Novartis Foundation for Sustainable Development, the corporate 
foundation of the multinational pharmaceutical firm Novartis, with then Novartis CEO Daniel Vasella statng
in the Financial Times (April 8, 2004) that “the draft proposal is an attempt by the UN to impose human 
rights obligations on transnational companies and other businesses.”

[59] See the joint view of the International Chamber of Commerce and the International Organization of Em-
ployers (IOE), issued March 2004 (http://www.business-humanrights.org/Links/Repository/179848/

 43



The UN support to the Draft Norms was short-lived: The Sub-Commission’s parent

body, the then Commission on Human Rights, rejected the proposal in favor of a voluntary reg-

ulation. On its request, the UN Secretary-General appointed a Special Representative (SRSG) in

the person of Professor John Ruggie, the main author of the UNGC, to “‘identify and clarify’ in-

ternational standards and policies in relation to business and human rights, elaborate on key con-

cepts including ‘corporate complicity’ and ‘spheres of influence’, and submit ‘views and recom-

mendations’ for consideration by the Commission” (Ruggie, 2007) in July 2005. In 2008, the UN

Human Rights Council (the successor body of the Commission on Human Rights) adopted the

framework ‘Respect, Protect and Remedy’ (Framework) proposed by the SRSG (Ruggie, 2008).

The “Guiding Principles on Business and Human Rights” which operationalize the framework

and provide recommendations how private companies voluntarily can implement the human

rights framework were adopted in 2009 (Ruggie, 2009; 2011).

The Framework sets out the responsibilities of the private sector to provide “more ef-

fective protection to individuals and communities against corporate-related human rights harm”

(Ruggie, 2008, 3). It is based on three principles: a) The state duty to protect against human

rights abuses by third parties, including business; b) The corporate duty to respect human rights;

c) The need for more effective access to remedies for those whose rights have been violated.

Respecting human rights is seen as the “the baseline responsibility of companies” (Rug-

gie, 2008, 16) and “means not to infringe on the rights of others - put simply, to do no harm”

(Ruggie, 2008, 9). While the Draft Norms assign positive duties to companies to promote human

rights, the SRSG explicitly rejects assigning any kind of positive duties to companies as wrong

(Ruggie, 2008, 15). The Framework also does not include any external monitoring structures. For

these reasons, human rights NGOs such as Amnesty International see the proposed corporate

due diligence as a ‘tool for the willing’ only (Amnesty International, 2008, 6).

link_page_view; April 31, 2012)
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III.2.3. Summing up

The trajectory of the debate about TNC regulation mirrors a significant change in how

the international community and the corporate sector deal with societal demands: 

“Modern CSR was born during the 1992 Earth Summit in Rio as an explicit endorse-

ment of voluntary approaches rather than mandatory regulation […T]he latter approach

drawn up by the UN Center on MNCs was defeated by a voluntary program promoted

by a coalition of influential companies and backed by the Group of Eight coun-

tries[…]” (Watts, 2005, 394). 

The concept of voluntary corporate responsibility held sway only after attempts by in-

ternational organizations for a more binding form of TNC regulation were rolled back. The par-

adigm of self-regulation of companies corresponds with the neo-liberal paradigm that market

forces should not be restricted and that the problems of developing countries would best be

solved through their full integration into the world market. 

To understand the momentousness of this outcome we can contrast it with the control

mechanism to uphold and guarantee free market access: In 1995, the WTO has introduced a dis-

pute settlement mechanism (DSU60) to enforce its rules. The DSU has well established powers61

to discipline nation states as well as local, state and regional governments for regulations that are

claimed to interfere with trade.62 Until now, the DSU has been applied to over 450 cases and is

perceived to be effective (Zimmermann, 2005; Leitner and Lester, 2011).

In the case of TNC regulation, CSR is a fortification of the position of TNCs and their

role in global governance but not an improvement of their regulation. The next section details

how this translates into utilitarian CSR theories serving the utility of business ends.

[60] DSU stands for ‘Understanding on Rules and Procedures Governing the Settlement of Disputes’

[61] Since its inception in 1995 and until November 2012, the DSU has been applied to 452 ! complaints (http:/
/www.wto.org/english/tratop_e/dispu_e/dispu_status_e.htm (November 30, 2012). 

[62] For the level of legalization of different concerns in WTO see: Gstöhl, 2010
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III.3. The effectiveness of neo-liberal CSR

This section is concerned with neo-liberal CSR theory. It has become the most influen-

tial interpretation of how CSR is understood and implemented by companies today.63 Assessing

its claim to be capable of governing responsible TNC behavior requires a deeper examination of

the rationale legitimizing CSR engagement and the incentives it provides to companies. The

body of neo-liberal CSR literature is comprised of scholarly work, contributions from industry-

led think tanks such as the World Business Council for Sustainable Development (WBCSD),64

Business for Social Responsibility (BSR),65 FSG66 or Ethical Corporation,67 and literature

produced by the CSR industry, i.e. consultancies that advise companies on CSR strategy. 

III.3.1. Neo-liberal CSR conceptualizations

The dominant CSR literature positions CSR as an instrument to mitigate business risks

and seize market opportunities. Proponents claim a prevailing congruence between economic,

social and environmental goals. CSR engagement, therefore ‘pays back’ and contributes to the

company’s bottom line (Orlitzky, 2008). This justifies engaging with shareholders’ money in is-

sues not directly related to the core business (Carroll, 1999; Melé, 2008). 

Such instrumentalist theories come in two variations, one focusing more on the eco-

nomic opportunity of CSR, the second more on the risk mitigation function of CSR. In the first

[63] The vast literature on CSR theory can be grouped in three categories: The first can be labeled ‘neo-liberal’ or 
‘instrumentalist’ CSR theories. It contributes the bulk of the CSR literature and is the dominant school in 
business administration, policy dialogue and in global governance. The second group can be labeled ‘norma-
tive’ CSR theories; they are guided by ethical norms and imperatives placing ethics before profit. The third 
group can be labeled ‘political’ CSR theories and attempts to re-define the role and legitimization of compa-
nies in the context of a globalized society by granting corporate entities a political and social status, and as-
signing respective responsibilities to them. For more comprehensive categorizations of CSR theories see e.g. 
Klonoski, 1991; Garriga and Melé, 2004; Windsor, 2006; Melé, 2008; Gond and Matten, 2007.

[64] http://www.wbcsd.org

[65] http://www.bsr.org

[66] http://www.fsg.org

[67] http://www.ethicalcorp.com
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variation, CSR is understood as an opportunity and strategic tool to achieve economic objectives.

CSR is seen as a long-term investment that can strengthen the company’s competitive position

and secure future business opportunities. One strand of the economic variation of CSR uses the

effect on the shareholder value to evaluate legitimacy of corporate social activity with Milton

Friedman (1970) as paramount representative. CSR is justified through the ‘enlightened self-in-

terest’, i.e. its long-term value generation measured through the company’s financial performance

(for a research overview see: Margolis and Walsh, 2003; Orlitzky et al., 2003; Orlitzky, 2008). 

A second strand in the ‘CSR as economic opportunity’ literature underlines the compet-

itive advantage that CSR provides; it was labeled ‘Shared Value Creation’ more recently (Porter

and Kramer, 2011, for a critical analysis see e.g. Aakhus, 2012). The main concepts include: a)

strategic philanthropy, i.e. investment in the local communities, health, education or infrastruc-

ture to improve the competitiveness of the firm (Porter, 1985; Porter and Kramer, 2006); b) loy-

alty generation, i.e. ethical behavior is seen as a resource and capability that increases commit-

ment of employees and loyalty of customers (see for a critical analysis e.g. Vogel, 2006a; Pegg,

2006); c) the ‘bottom of the economic pyramid’, i.e. serving the poor is a business opportunity

and therefore increases profits and fights poverty at the same time through ‘disruptive innova-

tions’ and ‘inclusive business’ (London and Hart, 2004; Prahalad, 2006; Prahalad and Hammond,

2002). A third strand of economic CSR theories centers around cause related marketing. It links

corporate CSR investment directly to the sale of a particular good or service. Customers con-

tribute to revenue generation expressing that their individual objectives and organizational inter-

ests overlap.68 The marketing approach seeks product differentiation by creating socially respon-

sible attributes that affect company reputation (Maignan and Ferell, 2001; Maignan, 2001). .

[68] Probably the best-known cause-related marketing effort is the RED campaign. Participating companies mark
some of their range of goods as RED products. A percentage of the RED turnover goes to the Global Fund 
(www.theglobalfund.org, see also page 40) and is used to fight AIDS in Africa (http://www.joinred.com)
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In light of the business-opportunity versions of CSR, David Vogel concluded: “Were Friedman

now to revisit this subject, he would find much less to concern him. Virtually all contemporary

writing on CSR emphasizes its link to corporate profitability” (Vogel, 2006a, 19). 

Figure 4: CSR theories based on the business case argument (source: author)

The second variation of functionalist CSR theories is grouped around the argument of

‘mitigating risks through social integration’. It is an attempt at monitoring societal expectations

and aligning business operations in accordance with dominant values. The logic behind it is that

the ‘license to operate’ is granted by society and can be lost if a company doesn’t follow the basic

rules of society. The result would be damage to the company’s reputation and a subsequent loss

of revenues; it could further weaken a company’s ability to attract qualified staff and hamper its

competitiveness. Such integrative theories are functionalist like the economic theories as they fo-

cus on the “detection and scanning of, and response to, the social demands that achieve social

legitimacy, greater social acceptance and prestige” (Garriga and Melé, 2004, 58). 

The most prominent integrative theory is stakeholder theory. Since Edward Freeman’s

seminal publication ‘Strategic Management: A Stakeholder Approach’ (Freeman, 1984), a diversi-

ty of CSR theories has evolved around this idea. In the functionalist version, stakeholder dia-
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logues and stakeholder management are a viable mechanism to inform the corporation about its

environment and about the expectations of stakeholder groups towards the company. It also

serves as a communication channel to inform stakeholders about the dilemmas of the firm and is

a means to manage stakeholders’ expectations. 

Another variant form of integrative CSR theory is labeled corporate social performance

(CSP). This theory maintains that business has social obligations besides wealth creation and also

has responsibilities for externalities beyond legal obligations. Archie Carroll (1979) first in-

troduced the concept and included social responsibilities in his CSR pyramid entailing the eco-

nomic, legal, ethical and discretionary obligations a corporation has towards society (Carroll,

1991; Schwartz and Carroll, 2003).69 The social responsibility of a firm and the extent of this re-

sponsibility, CSP claims, follow from its power which has social impact (Wood, 1991). But CSP

is in the end based on economic foundations and fails to effectively integrate ethical aspects be-

yond declaration and reconcile them with the economic imperative. 

Finally, issue management theories focus on implementation rather than CSR conceptu-

alization. The issue management literature emphasizes the process of developing a corporate re-

sponse to social or political issues that may have a significant impact upon the firm. The results

are early warning systems for the identification of issues, and for their evaluation and categoriza-

tion. Input in the issue management system and proper processes to track the issues are seen as

equally important as the final output. 

[69] Carroll (2004) has adapted his CSR pyramid to the globalized context, translating the economic responsibili-
ties with “do what is required by global capitalism”, legal responsibilities with “do what is required by global 
stakeholders”, ethical responsibilities with “do what is expected by global stakeholders” and discretionary re-
sponsibilities with “do what is desired by global stakeholders”.
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III.3.2. The hegemonic function of neo-liberal CSR theories

The ‘seizing opportunities and mitigating risks’ approach to CSR adopts the perspective

of the management of the firm as agent of its principal, i.e. the shareholders of the company.

The economic imperative defines managers’ discretion to engage in CSR and supersedes norma-

tive claims. While this opens room for companies to effectively contribute to social develop-

ment, it risks being no more than “giving capitalism a human face” (Melé, 2008, 54). The limita-

tions of what CSR can accomplish are inherent in the system and defined by what “generates

increased levels of engagement, loyalty, and/or productivity among impacted stakeholders to the

benefit of corporate reputation and ultimately, economic performance” (Jones, 2009, 336).

Three arguments challenge the very possibility of a functionalist CSR to provide for ef-

fective TNC regulation: a) CSR engagement is selective and restricted to areas where it pays off,

leaving governance areas untouched that are not of business interest; b) the company is tempted

to co-opt potential critics and absorb counter-hegemonic ideas in order to avoid formal regula-

tion; and c) the attempt to react to societal expectations means that the company forgoes taking

ethical positions for pure opportunism. We will discuss these in turn.

a) Limitation to the business case

The most salient feature of the mainstream CSR is the persistent claim for the ‘business

case’ of CSR.70 The opportunistic stance of neo-liberal CSR boils down to what David Vogel

calls ‘the market for virtue’ (Vogel, 2006a): There are situations where CSR engagement pays off

for the company and at the same time delivers substantive results.71 For example, after BP decid-

[70] Empirical research could not find a clear link between CSR and financial performance but also no evidence 
so far of mass negative impacts on the economic performance. According to Marc Orlitzky, 127 studies have
been carried out between 1972 and 2002 on the relation between Corporate Social Performance (CSP) and 
Corporate Financial Performance (CFP). A simple compilation of the findings suggests there is a positive as-
sociation, and certainly very little evidence of a negative association, between a company’s social perfor-
mance and its financial performance (Orlitzky et al., 2003; Margolis and Walsh, 2003, 278).

[71] In general, the impact of social projects tends to improve where units responsible for development projects 
are to some extent separated from the direct operational department of the company and mandated with 
more long-term objectives (Frynas, 2005, 588) or implementation is delegated to institutions specialized in 
development cooperation. This is e.g. the case with the Akassa community development project in Nigeria 
conceptualized and implemented by an international NGO on behalf of Statoil, initially also BP, now 
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ed to substantially increase the value of contracts placed with local small and medium-sized en-

terprises in Azerbaijan in 2005 (Gulbrandsen and Moe, 2007; Webb and Carstens, 2008), the val-

ue of local contracts hit USD 1bn in 2008.72 Similarly, StatoilHydro is participating in a project to

increase local content in Nigeria.73 BHP Billiton’s Aluminium smelter Mozal increased its opera-

tional spending with Mozambican companies from USD 5m to USD 17m per month from 2002

to 2007 and the number of local suppliers increased from 40 to 250 (Prescott and ICMM, 2010).

The business case logic implies three more situations in addition to the win-win case: a)

CSR pays off for the company but not for the intended cause; b) CSR does not pay off for the

company and hence not for the cause; c) there is probably even a ‘market for vice’ resulting in a

benefit for the company but damage for the cause (Vogel, 2010). CSR theory may still engage in

scenario ‘a’ and sell it as CSR and offers no answers how to deal with scenarios ‘b’ and ‘c’.74

Many topics that are relevant for development lie outside the scope of a functionalist

CSR (‘b’-situations in the above typology). Noteworthy is the area of improving governance and

quality of institutions, which are seen to be drivers of the resource curse (see chapter IV.1). Typi-

cally, companies are reluctant to become involved in policy and governance issues due to con-

cerns about perceived self-interest or conflict of interest and the desire to maintain harmonious

relationships with host governments (Wise and Shtylla, 2007, 18). Yet, the few examples we

found in the extractive sector indicate that there is room and opportunity for companies to en-

ChevronTexaco (Chen, 2007, 37; Frynas, 2005, 593). 

[72] BP CSR Report 2008, available at: http://www.bp.com/sectiongenericarticle.do?categoryId=9027989&con-
tentId=7050930&addToPDFCart=true (25 Okt 2009)

[73] http://www.statoilhydro.com/AnnualReport2008/en/Sustainability/Society/Pages/5-6-3-2-5_Enhancin-
gLocalContentInNigeria.aspx (April 22, 2012)

[74] Empirical research supports the instrumentalist character of CSR engagement. Jedrzej George Frynas (2005) 
found four situations where the oil industry engages in CSR: First, CSR projects are used to obtain a compet-
itive advantage. For example, Chevron made a donation to a project led by USAID and UNDP in Angola. It 
was related to the award of a concession but also had a discernible development impact (Frynas, 2005, 587). 
Second, initiatives are launched to maintain a stable working environment during the period of operation, 
e.g. social projects along a pipeline construction. For the selection of projects, firms listen primarily to those 
stakeholders who pose the greatest threat to their operations; projects phase out when construction is fin-
ished. Third, CSR is used to manage external perceptions, i.e. PR priorities take precedence over develop-
ment priorities which then affect selection, planning and implementation of the project. Finally, CSR projects
have to keep employees happy. This can lead to projects that prioritize preferences of individual employees 
over those of local communities. 
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gage in institutional and governance issues beyond the low hanging fruits of CSR.75

The selective character of CSR applies to corporate engagement in PPPs as well. Asses-

sing the WSSD Type II partnerships, Liliana Andonova and Marc Levy (2003, 2006, 2010) find

that PPPs do not cluster around the most pressing governance needs but rather emerge where

governance gaps intersect with interests of transnational actors (INGOs, TNCs), states and in-

ternational organizations.76 

b) Absorption of counter-hegemonic ideas

In certain instances, CSR is used to shape public perception and create a consent with

stakeholders in order to prevent regulation (Newell and Levy, 2006; Kuhn and Deetz, 2008;

Banerjee, 2007; 2003; Levy and Newell, 2002; Levy and Kaplan, 2008; Levy, 2008; Levy et al.,

2010; Vogel, 2006a;b). Critical theory calls such construction of consent between the ideas of so-

cial movements and the prevailing neo-liberal ideology the ‘absorption of counterhegemonic

ideas’. Here are a few examples of how the mechanism works. 

Reference to normative principles: Invoking normative principles suggests that corporate

goals are in agreement with socially accepted values. An illustrative case is the UNGC as alluded

to earlier (page 28). While the UNGC refers to human rights, it puts the validity of the principles

into perspective by making them voluntary, leaving at company discretion when and how to

comply with the principles. Hence, the UNGC integrates counter-hegemonic ideas to provide

some level of comfort and reassurance to skeptics without putting constraints on companies.

Self-regulation: Companies participate in private regimes to forestall binding regulation.

[75] An USAID official illustrates his experience with the extractive industries: “American firms have been keen 
on getting involved in various educational and health schemes but, for instance, we couldn’t get companies 
involved in party-building activities in Zambia” (Frynas, 2005, 597). We found only a few cases where com-
panies addressed institutional issues: In Azerbaijan, BP sponsored a project to improve the government’s 
economic planning capacity following a recommendation by its advisory committee (Webb and Carstens, 
2008, 16); in Peru, Newmont together with the International Finance Corporation (IFC) sponsored the sim-
plification of registration processes for small and medium businesses (Wise and Shtylla, 2007, 34); and in 
Nigeria Statoil and Premier Oil sponsored human rights trainings (Webb and Carstens, 2008). 

[76] According to the study, International Organizations with broad and relatively technical mandates are likely to
have more incentive and enough leeway to seek flexible governance and public-private partnerships
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Yet, when those who have to bear the ultimate costs of compliance are sitting at the negotiating

table where the rules are formulated, they are tempted to water down the regulations as much as

possible. The involvement in or delegation of rule making to those to be regulated typically ends

in lowest common denominator solutions. In the extractive sector, the Voluntary Principles for

Security and Human Rights or the EITI are cases in point. They will only become effective gov-

ernance instruments once enforcement mechanisms are put in place (Carbonnier et al., 2011a). 

The same holds for industry standards as the Responsible Care (RC) program illus-

trates. RC was launched by the chemical industry after the 1984 Bhopal incident to dissipate

public concerns about the environmental and public health practices of the chemical industry.

The fear was that otherwise the public would demand stronger and more expensive public health

and environmental legislation and regulation of chemical products. The logic of RC was suc-

cinctly summarized by the chair of the Chemical Manufacturers Association: “The way to change

this [public desire for more regulation] is through better, more open communication outlined by

Responsible Care […]. This will let people feel less helpless about chemical risks, which is what

‘drives people to support stronger regulations and legislation’. Without a feeling of control over

their lives, people see no choice but for government to have more control over us” (Givel,

2007). Research found no impact of the RC program on environmental performance between

1988 and 2001, confirming its hegemonic character.77

CSR by declaration: Ambitious and full-flavored declarations accompany new initiatives

to reassure concerned audiences that a particular problem is being addressed. Yet, often the cor-

responding level of resources is not put behind the initiative to yield substantial results. Accord-

ing to a 2010 analysis of the 46 energy partnerships registered under the WSSD Type II arrange-

ments, 35% had either not started or were never operational. And among those which had a

traceable activity, the level of institutionalization was found to be the most important factor in-

[77] 2’735 participating chemical plants ! in the US did not reduce their pollution level more than non-participants 
(Gamper-Rabindran and Finger, 2010).
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fluencing effectiveness (Szulecki et al., 2010). Similarly, Tanja Börzel and Thomas Risse (2005)

find that PPPs may add knowledge and technical know-how but they do not find evidence that

PPPs would increase overall problem solving capacity. Mutual resource dependency often results

in a zero sum game where public agencies stripped of their resources end in neo-liberal solutions

i.e., they amount to the privatization and de-regulation of formerly public services. 

Stakeholder management: In the CSR literature, stakeholder cooperation78 is often placed at

the heart of business sustainability. Engagement with non-corporate actors and civil society shall

prove that the company listens to communities, human rights, and environmental concerns. 

The stakeholder discourse pretends that companies would be accountable to all stake-

holders and that all stakeholders are treated equally. Yet, firms have an interest in cooperation

with those stakeholders who have the power to impact business prospects. The CSR literature

calls them ‘legitimate stakeholders’ (Rowley, 1997; Berman et al., 1999). It is always the company

that decides which organizations or influential individuals are seen as legitimate stakeholders,

who not, and who eventually is to be spied on.79 Further, it is the company that assigns the rights

and responsibilities of stakeholders and defines how dissent and conflict is managed (Blowfield,

2005b, 184). Even without considering that some NGOs might be susceptible to criticisms of

being co-opted through business partnerships, it would be “premature to mistake the appearance

of diversity […] for a genuine heterodoxy that fosters and permits the existence of radically op-

posing ideas and practices” (Blowfield, 2005b, 183).

The stakeholder impasse can also not be overcome by what is called the ‘politicization

of the company’ (Scherer and Palazzo, 2007, 1108).80 According to this view companies should

[78] The terms stakeholder management, stakeholder dialogue, stakeholder engagement, and stakeholder account-
ability that describe various forms of formalized interaction with a company’s constituencies. 

[79] An interesting case in this regard is Nestlé who had introduced undercover agents (in cooperation with Swiss
security firm Securitas) into ATTAC Wadt (Switzerland) in 2003. ATTAC is an activist NGO who was 
working on a critical publication on Nestlé at that time. The infiltration was unveiled in 2005 and taken to 
court. Indictment based on criminal law was declined by the judges. In the civil law case, Nestlé was sen-
tenced to pay reparation in January 2013 (Tages Anzeiger, 2013).

[80] Political CSR is preoccupied mainly with the role and legitimization of companies. The “growing number of 
publications from various disciplines that propose a politicized concept of corporate social responsibility” 
(Scherer and Palazzo, 2011, 899) is seen as sign of a growing dissatisfaction with the dominant CSR para-
digm. Promoters propose to redefine the business-society interface and the theory of the firm towards a 
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engage in “an explicit participation in public processes of political will formation” (Scherer and

Palazzo, 2007, 1108). Scherer and Palazzo (2007, 1110) present the multistakeholder-based forest

certification scheme Forest Stewardship Council (FSC81) as a positive example of the political ap-

proach since the stakeholders were not selected by the companies. But the fact that more than

forty industry-dominated competing certification schemes have been developed with require-

ments that are generally less stringent than those of FSC (Vogel, 2010; 2006b) illustrates that the

political conception of the firm based on Habermas’ deliberative democracy (e.g. Scherer and

Palazzo, 2007; Scherer and Palazzo, 2011) does not sufficiently acknowledge the inherent func-

tionalist nature of the firm,82 the primacy of the fiduciary role of management as agents of the

firm’s principal, and the inherently biased selection of stakeholders. 

c) Opportunism instead of legitimacy

Functionalist CSR theory tries to understand societal expectations and to align corpo-

rate behavior in order to maintain the societal license to operate. From an ethics perspective,

there are at least three problems with this: First, in corporate logic social expectations are the ex-

pectations of those who have the power to influence business outcome; we have covered this

under the stakeholder discussion above. Second, being responsive to social expectations also

means adaptation to the ‘Zeitgeist’. The flavor of the day can change rapidly and need not be in

line with the relevance of a topic: An issue that is highly relevant and urgent may simply not be

on the radar screen of societal expectations. This leads to the third problem: Striving opportunis-

tically for acceptance by stakeholders is the opposite of gaining legitimacy through doing what is

more political understanding of the firm (Richter, 2010; Moon et al., 2003; Matten and Crane, 2005; Scherer 
and Palazzo, 2007) or propose the concept of a global business citizenship as a counterweight to the lack of a
perceived global regulatory regime (Wood and Logsdon, 2002; Logsdon and Wood, 2002; Wood et al., 2006).

[81] http://www.fsc.org

[82] Also: it is difficult to see how any kind of politicized theory of the firm can become effective. If it is aligned 
with the economic theory of the firm, it is likely to suffer the same functionalist limitations because of the 
economic imperative. If it is not aligned with the economic foundations of the market economy it is unclear 
how it can be enforced without establishing external enforcement mechanisms. A politicization of the firm 
also risks exposing CSR (and companies as such) to becoming instrumentalized but under different preroga-
tives (Willke and Willke, 2008). 
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ethically or normatively right, independent of whether it is in fashion or not (Thielemann and

Wettstein, 2008, 32).83 It undermines corporate credibility: 

“It seems at least intuitively evident that to ‘jump on the bandwagon’, that is, making

one’s own moral convictions – if existent – dependent on what others think, i.e. to pre-

tend to share others’ convictions with the intent to create opportunities to achieve ad-

vantages (or to avoid disadvantages), cannot be an expression of integrity; it is, quite the

contrary, one of lacking character.” (Thielemann and Wettstein, 2008, 33)

One example of opportunism is corporate climate change politics: Oil companies like

Shell, ConocoPhilips, BP America and others are members of the US Climate Action Partner-

ship, a coalition of businesses and environmental organizations pushing for climate legislation.

At the same time they are also members of the American Petroleum Institute (API), which pays

for full-page ads in ‘The Washington Post’ decrying that same legislation and organizes rallies

against planned legislation (Wirth, 2009; Pickard and Mackenzie, 2009).

A second example is about resource revenue transparency: In January 2012, the API

urged the US Securities and Exchange Commission (SEC) to water down Section 1504 of the

Dodd-Frank Act, which was passed by the Congress in July 2010.84 The act requires oil, gas and

mining companies to disclose their payments to host governments, country by country, for each

project they undertake. The main argument made by API is that “significant economic and com-

petitive harms […] will be imposed by the rule as proposed” (API, 2012, 1). Twelve API mem-

[83] The way CSR projects are implemented casts further doubt about whether delivering development is really 
the prime motive for companies to engage in social initiatives (Blowfield, 2005a): The failure to involve in-
tended beneficiaries beyond superficial consultation, lack of human resources and expertise, social and man-
agerial attitudes of company staff and the lack of coordination to integrate CSR initiatives into larger local 
development plans are identified as the main constraints. A high ratio of unsuccessful projects is the result. 
According to an internal Shell study, less than on third of their development projects in Nigeria were suc-
cessful (Economist, 2001 quoted in: ; Frynas, 2005, 587). Another examination of community development 
initiatives commissioned by Shell, Total and ExxonMobil in the Niger Delta in Nigeria (Idemudia, 2008) 
found that the initiatives failed to make a difference in the way the oil companies conduct their core business
and even fueled violence and introduced a vicious cycle of violence and company response (Zalik, 2004).

[84] Mirroring the move in the US, the European Commission adopted legislative proposals on 25 October 2011 
which would require EU-based companies to disclose their payments to governments for oil, gas, minerals 
and logging on a country-by-country and per project basis. The European Council and Parliament must re-
view these proposals and agree to a final version before sending legislation on to EU member states for con-
sideration. (http://www.revenuewatch.org/training/resource_center/eu-legislative-proposals-country-coun-
try-reporting; March 6, 2012)
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ber companies85 are at the same time supporter of the EITI, a voluntary multistakeholder-based

initiative that promotes voluntary extractive revenues transparency. In this case, corporate

pressure did not yield results: SEC released final regulations implementing Section 1504’s re-

quirements on August 22, 2012.

The ‘Zeitgeist’ also suggests that ‘civil society’ per se is a guarantor of genuine represen-

tation of the local population and does instill accountability towards those who are supposed to

benefit. Underlying this is a Western concept of civil society which is rooted in strong traditions

of civil action, has professional capacity and resources at its disposal, and knows how to access

media and set the agenda. Yet, local civil society organizations in developing countries often can-

not deliver upon the role they are supposed to play in the implementation of voluntary gov-

ernance regimes (Carbonnier et al., 2011a; Amundsen and Abreu, 2006). Reasons include the

lack of a tradition of civil society (Aaronson, 2009; Slim, 2002), weak institutional capacity of the

organizations (UN ECOSOC, 2009, 6), restriction of their work (Oelcer, 2009, 27) and some

would even put their lives at risk by challenging vested interests (Bryan and Hofman, 2007). 

III.4. Is neo-liberal CSR logic relevant to Asian INOCs?

After we have discussed the benefits of CSR to Western TNCs the question arises

whether the same logic makes CSR attractive to INOCs. To understand the appeal CSR does or

does not exert on INOCs we explore whether their principals or their agents have any incentives

to embrace CSR. 

[85] The following companies are EITI supporters and at the same time lobbying with the API (in some cases 
only the American subsidiaries are API members) against the Dodd Frank Act: Chevron Corporation, Cono-
coPhillips, ExxonMobil, Hess Corporation, Maersk Oil, Marathon, Petrobras, Repsol YPF, Shell, Statoil, Tal-
isman Energy, Total. 
Talisman Energy and Statoil already report payments to host governments on a country by country basis.
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The point of departure for INOCs is very different from that of IOCs. In the case of

IOCs, the business case argument – CSR as an instrument to mitigate business risks, maintain

the license to operate and seize opportunities as discussed in the preceding chapter – aligns the

CSR-related incentives for both the principal (i.e. the private shareholders who invest for finan-

cial return) and the agent (i.e. the management) of IOCs. The agents are hired to maximize profit

and the biggest risk is that agents exploit the information asymmetry to maximize their own

goals (i.e. their career, their prestige or pet project) at the expense of the principals’ profit. To re-

inforce the profit maximization incentive, a part of the agents’ personal remuneration typically

depends on the stock price performance (through stock options and other arrangement).

In contrast, the INOC principal-agent relationship follows a political logic and not the

economic imperative (There is also a relationship between the IOC and its respective home gov-

ernment but it falls outside the principal-agent framework86). The principal, i.e. the owner of the

INOC, is the home government. Its agent, the management of the company, is appointed by the

government. Managers typically hold senior positions in the government, often at ministerial lev-

el, before they become INOC executives or they are otherwise well connected with the state elite

(for a social network analysis of oil elite networks see de Graaff, 2010). 

Taking the case of Asian oil and gas companies, we analyze motivations of INOC prin-

cipals and agents to venture abroad in order to understand whether CSR is relevant to the prin-

cipals, the agents, or both. Later, the case study empirically assesses the question. Asian87 oil IN-

OCs have established operations mainly in Central Asia and Africa (Taylor, 2006; Paik et al.,

2007; Xu, 2007; Pham, 2009; Vines et al., 2009; Jiang and Sinton, 2011). Chinese companies

(CNPC, Sinopec, CNOOC) have lead the way, but NOCs from Malaysia (Petronas), India

[86] It depends on the different countries how far the states directly interact with the companies to urge them to 
support domestic (energy) policy and how far the governments lobby for their extractive industry in host 
countries. For example, Chevron is said to have been pressured by the Bush administration to sell its Sudan 
concession in 1993 (see also page 176).

[87] State-owned enterprises from all regions emerged as international players (INOCs) investing in resource-rich 
developing countries. The group of INOCs includes in the oil and gas sector among others StatoilHydro 
(Norway), Petrobras (Brazil), Petronas (Malaysia) !, KNOC (Korea), ONGC (India), CNOOC, CNPC and 
Sinopec (China) !; in mining INOCs include Codelco (Chile), PT Antam (Indonesia), Alrosa, Metalloinvest 
(both Russia), Chinalco, CNMC, China Minmetals, Sinosteel (all China). 
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(ONGC), and South Korea (KNOC) have become increasingly active as well.88 

III.4.1. Principals’ view and motivation

For Asian INOC home governments, an important driver for going international is the

fast growing energy demand. China became a net importer of oil in 1993. Demand for metal and

minerals is also high in order to sustain an above-average resource-intensive growth and the lead-

ing position in manufacturing of electronic hardware.89 China, India and South Korea have for-

mulated explicit internationalization policies.90 Their state-owned extractive industries – support-

ed by government energy diplomacy – are supposed to secure equity oil and increase reserves.

(Jiang and Sinton, 2011; PRC Ministry of Foreign Affairs, 2006; Suh, 2006; Jung-a, 2006; Paik et

al., 2007; Lewis, 2007; Andrews-Speed, 2012). This strategy is particularly noteworthy for Korea,

which has no significant domestic oil production and had to build an INOC from scratch

(Wachter, 2008). Malaysia’s NOC Petronas, the only Asian INOC net-exporter, went internatio-

nal as a response to dwindling domestic resources (von der Mehden and Troner, 2007).

Asian governments pursue additional goals. One is diplomacy and the eagerness to bet-

ter position their country on the international stage (e.g. Malaysia, see: von der Mehden and

Troner, 2007, 12) or to gain more weight in the political economy of international energy. The

[88] Japan has dissolved the National Oil Company in 2005 and encouraged upstream companies to merge and 
seek new acreage and equity oil (Vines et al., 2009, 35).

[89] The economic growth in China was above-average and resource intensive: In 2005, for example, China con-
sumed 2.1 tons of copper and 180 tons of oil per million dollars of GDP. In comparison, the corresponding 
figures for Japan were 0.3 tons and 50 tons, and for the United States 0.2 tons and 80 tons. In addition, the 
country’s economy has been growing more than three times faster than the world economy over the decade: 
in 2005, it accounted for 29%, 66% and 25% of the growth of oil, copper and nickel demand; its share in 
total world demand for oil, copper and nickel was 8.5%, 22% and 16% respectively (UNCTAD, 2007a, 89). 
Electronics uses precious metals such as cobalt, gallium, palladium, platinum, tantalum, coltan, tin. As a frac-
tion of global annual metal supply, a maximum of 36% of tin, 25% of cobalt, 15% of palladium, 9% of gold, 
2% of copper, and 1% of aluminum (GHGm, 2008). Most mobile devices and consumer electronic goods 
are manufactured in Asian countries.

[90] In the case of China, the State Council-level National Energy Commission stated in April 2010 that “secur-
ing energy supply through international co-operation” was one of its major areas of focus (Jiang and Sinton, 
2011, 12). 
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other is domestic industrial policy and the attempt to build an internationally competitive oil in-

dustry and position the domestic industry (construction, technology) internationally (Andrews-

Speed, 2012).

The Africa policy of the Asian states mirrors these policy goals. For example, energy

cooperation occupies a central place in Chinas Africa policy document in addition to infrastruc-

ture, agriculture, education among others (PRC Ministry of Foreign Affairs, 2006). At the Forum

on China-Africa Cooperation (FOCAC)91 the commitments and goals in the different areas are

declared for the following three years. At FOCAC V held in 2012 China doubled its commit-

ment to USD 20bn for 2013 to 2015 (Africa Asia Confidential, 2012c). India launched a Techno-

Economic Approach for the Africa-India Movement, has expanded the number of diplomatic

representations, and launched the Africa-India Forum in 2008 modeled on the Chinese FOCAC

(BBC, 2005; Goldstein et al., 2006; Singh, 2007; Paik et al., 2007; Boardman, 2007; Pham, 2009;

Chatham House, 2010). 

For Asian INOC principals, the neo-liberal CSR style does not play any role at all. They

can further their cause much better through “favorite win-win solutions [which] are pragmatic

bilateral agreements with less exposure to multilateral accountability for good governance in the

resource-rich countries and regions involved” (Xu, 2011, 164). Such win-win agreements include

favorable state-bank financing and package deals where natural resources are extracted in ex-

change for infrastructure built by other state-owned companies. Examples include the construc-

tion of refineries, power plants or public infrastructure (Accenture, 2006; UNCTAD, 2006b, 76).

China has concluded such oil deals worth at least USD 45bn so far with Russia, Kazakhstan, An-

gola, Venezuela, and Brazil (Xu, 2011). The same strategy is followed in the mining sector, e.g.

with the Democratic Republic of Congo. In Nigeria, a big infrastructure-for-oil deal failed.

(Vines et al., 2009). India offers similar arrangements albeit at a lower level and capitalizing on its

advantages in IT training and pharmaceuticals. The same holds for Korea while Petronas does

[91] http://www.focac.org/eng/zxxx/t954620.htm
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not have access to preferential financing mechanisms (von der Mehden and Troner, 2007, 5). 

The combination of resource extraction, infrastructure and a policy of non-interference

in the internal affairs of host countries is a convincing diplomacy cum resource offer for states sanc-

tioned by the West (e.g. Myanmar, Iran, Sudan), opposing Western ideology (e.g. Venezuela),

seeking support in international organization such as the UN security council (e.g. Sudan, Iran),

attempting to reduce dependency on certain outside parties, or – as for example Gulf states –

want to secure future demand and therefor partner with Asian INOCs (Andrews-Speed, 2012). 

The discussion of government incentives to support INOCs reveals no reason to en-

gage with Western-style CSR activities. 

III.4.2. Agents’ view and motivation

Next, we look at the incentives and motivations of agents, i.e. the employed managers

of the INOCs, for going international and at the benefits they may derive from embracing CSR.

Although each INOC has a different institutional structure (e.g. Petronas is a private-law compa-

ny with the government as only shareholder while the others are statutory bodies) all of them

have reasonable autonomy in their day-to-day business and at least actively participate in strategic

decision making. The literature and information available suggests that the agents take rational

decisions as managers of big corporations (Andrews-Speed, 2012). 

First, in the light of aging domestic fields, finding new resources has become a question

of business survival. The management of CNPC and Sinopec decided to go international in or-

der to enhance their reserves-production ratio and to grow their business. At the beginning, the

government was not involved: 

“Ironically, the government planners took little notice of the company’s first forays into

Peru, Sudan and Kazakhstan until the mid1990s. A contingent of the country’s top

leaders did not envision overseas upstream investments as a sound strategy, and instead

even emphasized continued domestic investments. […] China’s top leadership ultimate-
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ly recognized the importance and significance of international business to China’s sus-

tainable economic and energy development and national security in the late 1990s. […]

‘Going Abroad’ was generated as a national strategy in late 1997 and paved the way for

Chinese oil majors to expand their businesses abroad.” (Xu, 2007, 4) 

In the government the idea of creating national enterprises that could be competitive

internationally only gained ground after China joined the WTO (Jiang and Sinton, 2011). Ac-

cording to Xiaojie Xu geopolitical goals were subordinated and the government did not place

“any political pressure on these NOCs in any form” (Xu, 2007, 21). Later, government support

was instrumental to facilitate and finance internationalization. Some INOCs set up stock-listed

subsidiaries to accelerate internationalization; a case in point is the CNPC subsidiary PetroChina.

Another indication of the relative independence of the Chinese INOCs is the move of CNPC

into Chad in 2003. At that time, Chad still had diplomatic relations with Taiwan. This changed

only in 2006 when N’djamena reestablished bilateral relations with Beijing as it had before from

1972 until 1997 (Bradsher, 2006). 

Petronas also enjoys operational independence and is expected to make a profit; in tax

terms, it is treated as any other oil company in Malaysia. At the strategic level, the company

maintains a close relationship with the Prime Minister. According to the then PM Mahathir, Su-

dan was one of the first international investments opportunities because the IOCs had shunned

it (von der Mehden and Troner, 2007, 12). 

With the launch of international operations INOCs faced resentment and criticism

from unions, the local media, local opposition politicians and civil society in host countries. An

early case was Zambia: Public resentment towards Chinese companies rose because of safety

standards in Chinese-owned mines (more than 50 workers died in an accident in 2005), extreme-

ly low salaries (in 2010, Chinese managers shot at protesting mine workers in Zambia), excessive

working hours and delayed wages (Africa Asia Confidential, 2010; Kopinski and Polus, 2011;

Carmody, 2009). In Nigeria, oil workers were kidnapped by rebels from the Movement for the

Emancipation of the Niger Delta (Chen, 2006). The INOCs were not used to opposition at all
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from their domestic experience. The incidents took them by surprise but started to shape their

thinking about CSR and community relations.

The second motivation for INOC management is to gain managerial and technical

know-how for example in the area of exploiting unconventional resources and deepwater de-

posits (Andrews-Speed, 2012). For instance, China National Offshore Oil Corporation

(CNOOC) is working with French Total in Nigeria’s Akpo and Egina deep-water fields (Jiang

and Sinton, 2011, 14). INOCs subcontract oilfield service companies (OFSC)92 or buy the service

companies directly. For example, China Oilfield Services, a subsidiary of the CNOOC, acquired

Norwegian rival Awilco Offshore in a USD 3.8bn deal enabling it to expand in international

markets (PriceWaterhouseCoopers (PWC), 2008). 

Strategic acquisitions to increase reserves have become more numerous in recent years

(UNCTAD, 2006b, 173). Sinopec for example has acquired Geneva-based Addax for USD

7.22bn in 2009. Addax is the biggest independent producer in Nigeria, has operations in

Cameroon and Gabon and holds a contract in Kurdistan, Iraq (Economist, 2009). India’s

ONGC has acquired UK-based Imperial energy for USD 2.2bn in 2008 (Fontanella-Khan and

Sood, 2009) and KNOC acquired UK oil firm Dana Petroleum in 2010 which now accounts for

25% of KNOC’s overall production.93 CNOOC’s attempt to buy UNOCAL in 2005 was

blocked because of political concerns in the US. The case illustrates the agent’s relative indepen-

dence of government control. According to Susan Shirk, CNOOC had not notified Chinese gov-

ernment officials prior to making the bid. The political backlash is said to have caused the Chi-

nese government to increase oversight of the commercial activities of its INOCs to avoid future

risks to the Sino-American relationship (Shirk, 2007, 250-51). The USD 15.1bn offer CNOOC

has made in July 2012 for Canadian oil firm Nexen with over 200 oil blocks in the US Gulf of

[92] The growth of service companies is an outcome of the restructuring during the 1980s–1990s in which the 
IOCs increasingly outsourced their technical services in order to become more efficient and profitable. IN-
OCs and NOCs can now buy the services and technologies they need from the energy service companies. 
Previously they relied on the IOCs for this.

[93] http://www.dana-petroleum.com/Understanding-Dana/At-a-glance/ (December 5, 2012)
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Mexico puts this to the test. It won Canadian approval in December 2012 while US approval is

still pending (Spegele, 2012; Yee and Jones, 2012) in January 2013.

The joint ventures between IOCs and INOCs and the mergers and acquisitions of inde-

pendent operators and OFSCs incrementally integrate INOCs in the international energy indus-

try (Brinded, 2010; Accenture, 2006). Chinese OFSCs such as Great Wall Drilling Company, a

CNPC subsidiary, offers services for IOCs including BP, Shell, Total, Chevron or Tullow.94

What does this increasingly blurred border between IOCs and INOCs mean for CSR? To be at-

tractive as a partner to IOCs for cooperation and access to reserves, technology and know-how,

INOCs are likely to adapt to Western standards in the area of health, safety and environment

(HSE) which are key to CSR. The acquisition of Western companies (as well as stock-listed sub-

sidiaries such as PetroChina, which some INOCs have created as vehicles for internationaliza-

tion) exposes INOCs to the same level of scrutiny and criticism from NGOs and other pressure

groups. Maintaining the ‘license to operate’ in the international arena has become a concern to

INOCs – and CSR an increasingly attractive proposal.

Therefore, it is safe to assume that CSR plays a similar functionalist role for INOCs as

it does for IOCs. It comes as no surprise that a number of INOCs have joined the UNGC95 or

that the ONGC’s CEO became a UNGC board member.96 Yet, the internationalization of man-

agement and to “comply with international law and business practices, manage cultural differ-

ences, and commit to prospects for world economic and social development” (Xu, 2007, 24) is

still a challenge for Asian INOCs. Even more so is the dealing with requests for transparency

and the engagement with private governance regimes such as EITI, particularly when it also in-

cludes the government. Yet, Xiaojie Xu, adviser to the State Energy Bureau and national oil

companies, concludes that China should start a dialogue with organizations like EITI (Xu, 2011,

164). 

[94] http://www.gwdc.com.cn/Intro.Asp?PageID=56; March 28, 2012

[95] Sinopec (2004); PetroChina (2007); CNOOC (2008); China National Gold Group Corporation (2011).

[96] http://www.unglobalcompact.org/AboutTheGC/The_Global_Compact_Board/bios.html (December 2, 
2012); ONGC joined the Global Compact in 2003.
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To sum up: The incentives in the INOC principal-agent relation for going international

are not aligned: The government is driven by energy security, diplomacy and industrial policy,

while INOC agents act as commercially oriented managers.97 

Yet, the governments have incentives to support the internationalization of their INOCs as long

as it supports their own policy goals98 and opportunity cost are acceptable (Lewis, 2007, 55): The

need to safeguard the public image of Chinese companies in Africa has not gone unnoticed by

Beijing. At FOCAC V, China launched a Declaration of Social Responsibility and demonstrated

that they were taking concrete steps to rein in those Chinese businesses utilising poor and illegal

practices in Africa. The voluntary code of conduct was endorsed by entities such as the China

Council for the Promotion of International Trade, the China-Africa Development Fund, China

Development Bank, China Nonferrous Metal Mining (Africa Asia Confidential, 2012c; Fabricius,

2012).

III.5. Corporate responsibilities in a human rights perspective

The business case argument allows for IOCs and INOCs to engage with CSR. We have

identified the flaws and limitations inherent in the theory. We concluded that neo-liberal CSR is

not an effective regulatory instrument to govern corporate behavior. We round out our argu-

[97] A recent power struggle at the Brazilian mining firm Vale (with the government as majority owner) illustrates
this well: ! The management focused on cutting cost while the government wanted to keep employment high; 
Vale had ore carriers built in Asia, while the government wanted domestic shipyards to build the ships; Vale 
tried to minimize taxes and royalties, while the government tried to maximize revenues. Vale lost the power 
struggle, and the CEO was replaced.
http://thebusinessofmining.com/2011/03/28/vale-roger-agnelli-vs-dilma-rousseff (November 28, 2012)

[98] Energy security, one of the key motifs seems not to be understood in a narrow way: While internationaliza-
tion increases overall energy security because of increasing supply, only a part of Asian INC equity oil is 
shipped to the home countries. According to a recent IEA research there are no indications that the Chinese 
government “imposes a quota on the NOCs regarding the amount of their equity oil that they must ship to 
China. Decisions about the marketing of equity oil […] appear to be dominated by market considerations” 
(Jiang and Sinton, 2011, 18).
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ment by contrasting it with the scope of corporate responsibilities derived from human rights

which we have adopted as a normative foundation for our research (chapter II.2). We proceed as

follows: First, we clarify the scope of human rights norms that applies to corporations (chapter

III.5.1). Second, we address the question whether the set of human rights obligations applicable

to corporations are permanent and whether they encompass the obligation to protect, promote

or even to fulfill human rights (chapterIII.5.2). 

III.5.1. Scope of human rights applicable to corporations

The human rights corpus evolved since the 1948 adoption of the Universal Declaration

of Human Rights (UDHR). Today, it includes the Bill of Rights (i.e. UDHR, International

Covenant on Civil and Political Rights (ICCPR), International Covenant on Economic, Social

and Cultural Rights (ICESCR)) and the International Human Rights Instruments.99 Further, it in-

cludes the International Labour Organization’s (ILO) declarations on principles and rights at

work, second generation rights such as the right to a healthy environment (seen as a derivative

right from the right to health, based on the Rio Declaration on Environment and Development),

and third generation rights such as anti-corruption (based on the United Nations Convention

Against Corruption) because of the detrimental effect corruption has on the realization of other

human rights (Sunga and Bottigliero, 2007).

There is a broad agreement that all human rights apply to businesses (Nolan and Tay-

lor, 2009). The Draft Norms (see page 42) cover in detail the right to equality of opportunity and

non-discriminatory treatment, the security of persons, workers’ rights, including a safe and

healthy work environment and the right to collective bargaining, respect for national sovereignty,

intellectual property rights and responsibilities, transparency and avoidance of corruption, the

[99] The seven core treaties are: Convention on the Elimination of All Forms of Racial Discrimination; Conven-
tion on the Elimination of All Forms of Discrimination Against Women; United Nations Convention 
Against Torture; Convention on the Rights of the Child; Convention on the Rights of Persons with Disabili-
ties; International Convention on the Protection of the Rights of All Migrant Workers and Members of their 
Families. A full list is available at http://www2.ohchr.org/english/law/
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right to health as well as other economic, social, and cultural rights; other civil and political

rights, such as the freedom of movement; consumer protection; and environmental protection.100

The UN Framework ‘Respect, Protect and Remedy’ (UN Framework, see page 44) adopted by

the UN Human Rights Council in 2008 rejects enumerating human rights responsibilities in a list

and states that “companies should consider all such rights” (Ruggie, 2008, para 52). Given the

comprehensiveness of the presentation of the scope of human rights relevant to businesses in

the UN Draft Norms (UN ECOSOC, 2003b) and the commentary (UN ECOSOC, 2003a) we

take it as a point of reference for our empirical research as it is done elsewhere (Weissbrodt,

2008).

III.5.2. Extent of corporate human rights responsibilities

As primary duty bearers, states have the obligation to protect, promote and fulfill

human rights in all situations. Whether duties arise for corporations within their ‘sphere of influ-

ence’ (Draft Norms) or have to be established case by case on a ‘due diligence’ basis (UN Frame-

work) is fiercely contested. We establish a company’s human rights responsibilities along the two

criteria ‘impact’ and ‘leverage’ which are at the core of the debate (Ruggie, 2008, para 68; Wood,

2012). 

Impact-based responsibilities arise where a causal connection can be established be-

tween an agent’s actions and the effects felt by human rights holders (Wood, 2012). The UN

Framework assigns corporate responsibilities on this basis, stating that a) companies have re-

sponsibilities where corporate activities have direct human rights impact; and b) where their ac-

tivities might contribute to abuse through the relationships connected to their activities (Ruggie,

2008, para 57). Framing responsibilities as depending on a company’s activities logically includes

[100] The Draft Norms acknowledge the need for further standard-setting and implementation as new human 
rights issues are continually emerging. 
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responsibility for unintended side-effects, for deliberate omissions, and for complicity. It further

includes the responsibility not to undermine the ability of the state to fulfill its human rights du-

ties through practices such as tax evasion or corruption (Kolstad, 2009). 

Impact-based responsibility does not reach beyond the direct causal link. It offers no

answer to the extent of responsibility in complex multi-layer supply chain relationships. It does

not address the issue of silent complicity (Wettstein, 2012; Clapham and Jerbi, 2001) nor what

happens in situations where harm is suffered but no clear individual contribution to the outcome

can be assigned.101 

Responsibility based on leverage, i.e. on “a company’s ability to contribute to improving

a situation by exercising influence over other actors through its relationships” (Wood, 2012, 93)

offers a guideline. The moral obligation for leverage-based responsibility is rooted in a compa-

ny’s power (Wettstein, 2012; Moon et al., 2006). In the wake of globalization, corporations have

accumulated power over production and hence people’s lives and well-being, over know-how as

embodied in technology and intellectual property rights. They exercise sustaining influence on

society and the environment, and have accumulated increasing political power, authority, and in-

fluence on governance (Scherer and Palazzo, 2011; 2008; Palazzo and Scherer, 2008; Kobrin,

2009). The UN Framework rejects leverage-based responsibility (Ruggie, 2008, para 68) because

of the fear of endless requests where the company would find itself replacing governments and

hence end in bankruptcy.102 If leverage-based responsibility would be applied without restriction

and corporate responsibilities equal those of states, this would be a relevant point. 

There are valid normative reasons to understand leverage-based responsibility not as

universal responsibility but based on the “prior existence of a special relationship between the

company, on one hand, and the human rights-holder or rights-violator on the other” (Wood,

[101] E.g. the situation where a kid is drawning in a lake.

[102] Yet, it comes back in some form in the Guiding Principles for implementing the Framework: “The responsi-
bility to respect human rights requires that business enterprises […] seek to prevent or mitigate adverse 
human rights impacts that are directly linked to their operations, products or services by their business rela-
tionships, even if they have not contributed to those impacts.” (Ruggie, 2011, para 13).

 68



2012, 81). In the case of the state as primary duty holder with the obligation to protect, promote

and fulfill, violation of rights also includes the non-fulfillment of rights.

Figure 5: Leverage-based human rights responsibility of corporations (source: author, based on Wood, 2012)

We adopt a set of criteria proposed by Stephan Wood to assess leverage-based respon-

sibility at the project level (Wood, 2012). Only to the extent that the criteria are met in a specific

case, responsibility materializes. First, closeness: Leverage-based responsibility depends on a moral-

ly significant connection between the company and either the perpetrator of human rights abuse

or the human rights-holder. The closer the connection, the stronger the responsibility. Such

connection can be created by a pre-existing relationship between the company and the person(s)

involved, or the relevance of the interest at stake to the company’s activities, products or ser-

vices. Second, ability: The level of responsibility is a function of the company’s ability to make a

difference to the state of affairs and ameliorate the situation, either just by the company itself or

in combination with others. Third, urgency: The more severe the actual or potential invasion of
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human rights that are at stake, the greater is the company’s responsibility. Fourth, affordability: It

can be expected that the cost in terms of financial and other resources to the company are

reasonable. However, the closer the relationship as described in the first criterion and the higher

the company’s ability to make a difference, the higher the cost that can be deemed reasonable to

the company (see figure 5).

Assigning responsibilities based on leverage goes beyond the unhelpful distinction of

negative and positive duties.103 As Denis Arnold points out, “[t]here are only rights and corre-

sponding obligations, but the obligations that correspond to these rights are both negative and

positive” (Arnold, 2009, 66). Leverage-based responsibility defines the role of the company from

the perspective of realizing human rights. It acknowledges the fact that companies operate in

countries where governments do not necessarily live up to their duties, which does do not away

with the human rights (Kolstad, 2012). The leverage-based approach considers the corporation-

state interaction “to harness corporate influence toward making states discharge their duties; to

curb corporate influence undermining state performance of duties; and to avoid international

human rights initiatives that increase the bargaining power of undemocratic governments” (Kol-

stad, 2012, 284 similarly: , similarly: similarly: ; Hsieh, 2009; Wettstein, 2010). Conversely, not to

discharge leverage-based responsibility amounts to silent complicity (Wettstein, 2012, 37).

[103] The distinction between negative and positive duties is unhelpful for two reasons: First, the negative duty is 
universal since otherwise it would be impossible to secure any human right (Shue, 1988). For a company to 
make sure it does not harm human rights requires setting up and financing processes and institutions. Sec-
ond, negative responsibilities also entail positive steps since “it is not possible to protect a person from harm 
without taking proactive steps.” (Arnold, 2009, 65)
If universal character of negative duties also means that the often claimed argument of companies – if we are
not in Sudan or in Myanmar other companies would be there – is invalid. An universal duty does not disap-
pear because a competitor does not adhere to it (Kolstad, 2009).
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III.6. Concluding remarks

Five conclusions emerge from our theoretical enquiries:

First, from our critical analysis has emerged the potential of mainstream neo-liberal

CSR: The legitimation of CSR through the business case argument presents a low entry-barrier

for companies to engage in CSR and enables addressing topics that would otherwise be difficult

to agree upon. Yet, the limitations stand out as well: To be effective CSR needs a conducive

framework that rewards responsible behavior. Beyond this, CSR remains ineffective as the

comparison with a human rights-based understanding of corporate responsibility illustrates.

Second, the conducive framework that activates mainstream CSR engagement is de-

fined by the extent of economic and institutional incentives. Their configuration results in a par-

ticular ‘CSR threshold’ for each firm. The economic component includes the extent to which CSR

pays off. It depends on what it needs for a particular company to maintain the societal license to

operate or get access to market (Arvidsson, 2010). The pay-off threshold varies significantly

across extractive firms (Pegg, 2006). The institutionalization component, i.e. the extent to which CSR

operationalization is formalized, applies to the firm level (extent of integration into management

system, operating procedures, and reporting), to implementation oriented PPPs (Szulecki et al.,

2010) and to private regimes (e.g. Carbonnier et al., 2011a; Szulecki et al., 2010; Osuji, 2011)

alike. For the latter, institutionalization may vary and evolve over time along the lines of increas-

ing obligation of participants, increasing precision of description of regime conditions, and in-

creasing delegation of implementation oversight (Abbott and Snidal, 2000).104 

Third, to remove the current CSR limitations requires modifying the incentive system

towards an enforcement mechanism that is as powerful as the economic imperative. To argue,

however, that there is no scope for voluntary initiatives and that corporate responsibility should

[104] Abbot has developed this framework in the context of international governance. In its original version it 
does not include voluntary standards. However, the dimensions of obligation, precision and delegation are 
characteristics that apply to any form of regime and therefore are valid for private regimes as well.
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be strictly a regulatory affair of the state or of international law, is unhelpful and would be over-

taken by the evolving hybrid situation (Dashwood, 2004). Although voluntary initiatives are no

substitute for binding regulation, they can precede or complement binding law (Kirton and Tre-

bilock, 2004). 

Fourth, INOCs face the same incentives to engage in CSR as IOCs resulting not from

home market pressure but from their attempt to cooperate with IOCs, from exposure to interna-

tional best practice, and pressure in host countries (Wells, 2011). Western companies learned

their first CSR lessons the hard way in the 80s and 90s and have evolved until today as a re-

sponse to various kinds of pressure. Asians proved to be fast learners and able to adapt their

strategy (Bräutigam, 2009). It is reasonable to expect INOCs to grasp the instrumentalist benefits

of CSR. 

Finally, the inability of mainstream CSR to address areas critical for development such

as social organization, governance and institutions (Rothstein, 2003) disregards the fact that

TNCs do intervene in the political process to attain corporate objectives. Corporate tax avoid-

ance and lobbying may be contributing to governance failures. Under certain circumstances

TNCs may benefit commercially from governance failures, e.g. from non-enforcement of certain

government regulations. In addition, companies use many different methods including political

donations, public relations and expert advice, which can yield them many business benefits in-

cluding corporate influence over government policies and increase the information asymmetry in

favor of companies (Frynas, 2010, 174). The debate is not whether companies should become

involved in governance issues, it is about how companies use their position: 

“[C]ompanies use political influence to attain corporate goals related to profit maximi-

sation, but they rarely use that influence to encourage improvements in governance.

While CSR initiatives largely fail to encourage better governance, corporate activities

may actually undermine governance.” (Frynas, 2010, 176)

The following answers to our first and second research questions emerge from our

theoretical enquiries:
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(I): CSR has limited impact on corporate behavior. The rationale for companies to engage with

CSR is based on the business-case argument which is grounded in utilitarian ethics underlying

mainstream neo-liberal CSR theories (IA). Hence, companies engage voluntarily in areas beyond

contractual and legal obligations where it helps to create business opportunities or mitigate busi-

ness risks. Topics outside this ‘market for virtue’ are not addressed, irrespective of their rele-

vance for development (IB).

(II): INOC agents face similar instrumentalist incentives to respond to CSR as IOCs. Although

the principal’s incentives are differently located in international diplomacy and domestic indus-

trial policy, they are expected to support the INOC’s internationalization as long as it serves their

agenda. Hence, INOCs are expected to incrementally adopt mainstream CSR (IIA).
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IV. Natural resource extraction and development 

However eloquent the critical theory framework is in capturing the historical structure

that produced today’s mainstream CSR, it is not sufficient to fully address our research problem

on the effectiveness of CSR in extractive industries not only at the theoretical but also at the em-

pirical level. The focus on revealing “the unspoken and suppressed aspects and meanings of

written texts and social actions” (Scherer and Palazzo, 2007, 1003) has prevented critical theory

from developing a concept of the legitimate role of business in society. Rather, critical theory

dismisses the functionalist ‘CSR movement’ (Blowfield, 2005b, 177) as greenwashing (Laufer,

2003), superficial (Kuhn and Deetz, 2008) or as a neo-colonialist project (Banerjee, 2003) that

knows more about its impact on and benefit for the company, and least about how CSR affects

the major societal issues it was intended to tackle (Blowfield, 2007; Blowfield, 2005b, 176). 

While we agree with the critical theory stance on CSR, we see the need to go beyond

the wholesale dismissal of corporate engagement and develop a more nuanced understanding of

corporate impact on development. Since critical theory scraps CSR as a valid concept, it does not

offer a methodology to systematically assess corporate CSR at the empirical level. The only

methodological framework we could find105 aims more at ruling out the space for CSR than cap-

turing the dialectic nature of corporate performance and of the company-society relationship.

Due to the lack of robust performance assessment frameworks from a critical perspec-

tive, we advance the Critical Capital Framework (CCF), a novel methodology to assess CSR perfor-

mance in the extractive sector. 

We proceed as follows: In chapter IV we expand our theoretical foundation. We build

[105] Marc Jones plots corporate activities against impact on firm versus impact on society, resulting in four types 
of outcomes: in the ‘public goods’ outcome, firms advance public goods at the expense of the company 
while in the opposite outcome (‘corporate social irresponsibility’) corporate activities have a payback for the 
firm but not for societal development (but still may be labeled CSR). Only in the ‘enlightened self-interest’ 
category do company and society see a positive impact. Yet, because of the underlying ‘business case’, Jones 
argues, it should not be seen as CSR any more. The term CSR should be replaced through ‘enlightened self-
interest’ (ESI) since CSR would neither be necessary nor helpful for those types of action, which would pass 
the ‘Friedman test’ (Jones, 2009). 
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on the analytical strength of critical theory and ethics analysis. We further embrace insights from

the resource curse literature and build on resource economics. 

First, we discuss how resource extraction relates to development outcome (chapter IV.1). To this

end we review the resource curse literature and identify the transmission channels that influence

development outcome; the quality of institutions stands out as a key variable. Second, we identify

the capital approach as an appropriate framework to measure development impact of resource

extraction (chapter IV.2). The capital approach accounts for the time-bound character of the op-

portunity to mobilize domestic finance for development from the extraction of finite resources

(Stevens, 2011) Third, we deconstruct from a critical perspective the adjusted net savings (ANS)

indicator, which has become the standard methodology to operationalize the capital approach

(Bolt et al., 2002, 4). Fourth, we clarify the critical meaning and implications of social capital, the

most contested type of all capitals (chapter IV.3). 

The theoretical considerations of this chapter lay the foundation of the CCF methodol-

ogy to be introduced later in chapter V. 

IV.1. The resource curse hypothesis

This section summarizes the main strands of the resource curse discourse to highlight

the particular development challenges resource-rich economies face. We do not intend to give a

full account of the literature but restrict ourselves to outlining the broader issues involved in the

political economy of host countries. 

The topic of natural resource extraction and its impact on development has produced a

wealth of scholarly literature. Under the label ‘resource curse’ it has gained notoriety since many

resource-rich economies – in particular in Africa but also beyond – suffer from slow economic
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growth (Auty, 1993; 1997; Karl, 2003; Sachs and Warner, 1997; Mehlum et al., 2006a; Collier and

Goderis, 2007) and low HDI scores that are seen as the result of the ‘paradox of plenty’ (Karl,

1997). High corruption levels (Leite and Weidmann, 1999; Dietz et al., 2007; Bulte and Damania,

2008; Global Witness, 2009b), authoritarian regimes (Ross, 2001), severe human rights abuses

and prolonged civil war are also frequently correlated with high natural resource dependence (Le

Billon, 2003; Collier and Hoeffler, 2004; Le Billon, 2005; Rosser, 2006; di John, 2007).

Figure 6: Resource curse explanations (source: author)

Based on such observations the ‘resource curse proposition’ that resources are more of-

ten a curse than a blessing has become a common wisdom or for some even a doctrine (Luong

and Weinthal, 2006). Yet, there is little consensus about the transmission channels through

which resource wealth causes negative outcomes (Papyrakis and Gerlagh, 2004). Others don’t

subscribe to the resource curse theory at all (Mikesell, 1997; Brunnschweiler, 2008; Brun-

nschweiler and Bulte, 2008; Lederman and Maloney, 2008; Wright and Czelusta, 2004) for
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methodological flaws (e.g. selection bias, measurement methodologies) or counter-indications

such as the good performance of resource-rich economies like the United States, Australia, Chile,

Malaysia or Botswana. For this reason Paul Stevens (2003) proposed to use the more neutral

term ‘resource impact’ instead of ‘resource curse’ and then decide whether the impact is positive

or negative. Others proposed a ‘resource blessing threshold’, i.e. minimum conditions to be in

place in a country in order to benefit from resource windfalls (di John, 2011).

Searching for causal factors explaining the mixed and often negative record of resource-

rich countries, three clusters of explanatory arguments can be distinguished (for recent surveys

on the resource curse literature see: Rosser, 2006; van der Ploeg, 2010; di John, 2011; 2006):

Economic explanations, political economy arguments, and the quality of governance. 

The early contributions focused mainly on economic explanations which Ross (1999)

has grouped into four arguments: a) The first group argues that the terms of trade between pri-

mary products and manufactured goods decline over time and commodity exporting countries

would be able to import fewer and fewer manufactured goods (Prebisch, 1950; Singer, 1959); b)

A second explanation points to the volatility of primary commodity prices (Mabro, 2005; Lu-

ciani, 2011), which puts governments into a difficult position since it results in unreliable rev-

enues, may prevent private investment and hence reduce diversification of the economy. Further,

pro-cyclical public sector spending can exacerbate the effects of volatility; c) A third economic

explanation of the resource curse is based on dependency theory and the enclave nature106 of na-

tural resource activities (Hirschman, 1958). It is argued that since multinational enterprises are al-

lowed to repatriate profits they do not reinvest in the local economy resulting in a lack of back-

ward and forward linkages. This is supported by research on the effect of FDI in resource

extraction (ECLAC, 2004; UNCTAD, 2007b; 2006a; Leyland, 2005); d) Dutch disease theories

[106] Extractive industries tend to operate as enclaves: they are weakly integrated into domestic economies, as they
have few forward and backward linkages in host economies. Some of the main channels for potential knowl-
edge circulation between MNCs and domestic firms are largely absent, namely linkages, joint ventures and la-
bor turnover (UNCTAD, 2006a; UNCTAD, 2007b, 35; Görg and Strobl, 2005; Lall and Narula, 2004; Moss 
et al., 2005). 
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posit that an appreciation of the exchange rate occurs after an increase in exports and subse-

quent influx of foreign revenues (Auty, 1993; Sachs and Warner, 1997). This causes the cost of

domestic production to increase and subsequently draws capital and labor from agriculture and

manufacturing into the resource sector (‘crowding out’ effect). As a consequence, it renders a

country more vulnerable to destabilizing events. 

However, as Ross (1999, 307) noted, all these theories fail to explain why the govern-

ments, which play an exceptionally large role in the resource sectors of almost all developing

countries, fail to take corrective measures. At least in theory, they have the policy tools to miti-

gate each of these hardships. 

Figure 7: Quality of governance and institutions shapes the development outcome (source: author)

A second cluster of explanatory variables gathers around political economy arguments of

point resources and the incentives they provide to the ruling elites (Mahdavy, 1970; Yates, 1996;

Clark, 1997). First, mineral rents reduce the necessity for state decision-makers to levy domestic

taxes and cause leaders to be less accountable to individuals and groups within civil society (Be-

blawi and Luciani, 1987). This may create myopia among public actors and inveigles con-

sumerism, embezzlement and investing in non-productive assets and sumptuary monuments.

“[T]he type of taxes (and not just the level) and the manner in which the state appropriates re-
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sources is central to understanding the historical development of state capacity” (di John, 2006,

8). Second, rents invite patronage and the ‘political distribution of rents’ (Karl, 1997); this can for

example include the use of public resources to secure political power, or lead to accelerated

public expenditure as a vehicle to increase rent-seeking (Keefer and Knack, 2007). Third, rents

provide misaligned incentives to use talents and time for rent-seeking instead of running private

businesses (Torvik, 2002); greater resource rents make fighting more likely due to the available

financing, as well as more profitable, since the ‘winner’s’ take is larger (Le Billon, 2003;

Humphreys et al., 2007). 

The more recent literature tries to understand not so much the ‘curse’ but the significant

variation in performance of resource-rich countries, some of them among the poorest, others

among the richest. As illustrated in figure 7 the explanatory variable is seen in the institutional

quality and the quality of governance,107 which is found to be positively correlated with resource ex-

traction and development outcome (Stoever, 2012; Torvik, 2007; Sala-i-Martin and Subramanian,

2003; Jensen and Wantchekon, 2004; Torvik, 2007; Robinson et al., 2006; Mehlum et al., 2006a;

Luong and Weinthal, 2006; Andersen and Aslaksen, 2008; Caselli and Cunningham, 2007;

Pessoa, 2008). The governance argument comes in three forms: First, rents would deteriorate in-

stitutions (Ross, 2001; Collier and Hoeffler, 2005), second, it is the quality of institutions prior to

windfall revenues that matters, i.e. countries with weaker institutions at the outset of resource ex-

traction are more likely to suffer from resource curse syndromes (Mehlum et al., 2006b;a; Bram-

bor, 2008); the third argument tries to identify the institutions that matter for the resource curse.

Kolstad (2009) finds that (a) institutions in the form of rules and procedures to stimulate private

sector development affect rent-seeking behavior; increasing the relative profitability of entrepre-

neurs’ productive options and therefore would curb rent-seeking (Mehlum et al., 2006a). Institu-

[107] We follow Kolstad in the understanding of the relation between institutions and governance: “North […] de-
fines institutions as the rules of the game in society and these rules structure incentives in human exchange 
whether they are political, social or economic. To link the term institutions to governance, it is useful to de-
fine governance as a subset of institutions explicitly referring to political institutions or rules of the political 
game.” (Kolstad et al., 2009, 956)
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tions that govern the allocation of public resources are critical for patronage behavior. Further,

Kolstad (b) disentangles ‘governance’ and ‘institutions’, putting (c) the role of ‘impartiality

enhancing institutions’ center stage in defining the quality of institutions (Kolstad and Wiig,

2008; Kolstad et al., 2009; Kolstad and Wiig, 2009; Acemoglu and Johnson, 2005; Kurer, 2005;

Rothstein, 2003; Rothstein and Teorell, 2008). The focus on the type of institutions narrows the

institutional explanatory variable down to the output-side108 of the political system. The perfor-

mance of resource-dependent economies depends largely on the mechanisms to define policies

and the way how power is exercised; thereby, the impartiality of institutions (Rothstein and Teo-

rell, 2008; Teorell, 2009) and checks and balances (Keefer and Knack, 2007; Drelichman, 2005;

Drelichman and Voth, 2008) play the key role. Johnatan di John went on to define elements for a

‘blessing threshold’ for resource extraction to have a better chance for a positive impact on a

country and generate developmental outcomes. All three blessing-threshold-criteria are related to

the output-side of governance: The capability of the state to appropriate mineral rents, the struc-

ture of the ownership in the export sector, and the ability of the state to develop industrial sec-

tors separate from the extractive value chain (di John, 2011, 176). 

IV.2. Measuring development

A large part of the resource curse literature is based on an economic concept of devel-

opment along the lines of utilitarian values as established earlier (see chapter II.1.2). Develop-

ment is understood as economic growth assessed by analyzing the GDP development over time.

The problems of those countries are reduced to the “surprising features of modern economic

growth […] that economies abundant in natural resources have tended to grow slower than

[108] In contrast, the input-side of the political system is about how the content of policies is being defined and 
how access to power is organized. This is regulated by the democracy principle, i.e. by organized interests, 
political parties, ideologies (Rothstein and Teorell, 2005, 15). The two overlap where the access to power – 
elections – have to be organized by the output system according to the impartiality principle.
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economies without substantial natural resources” (Sachs and Warner, 1997, 1). 

If this were the full story, Equatorial Guinea would not be a reason for concern. To-

day’s GDP qualifies oil-rich Equatorial Guinea to be a high income country despite over two

thirds of the population of less than one million people living below the poverty line. Similarly,

Angola, the Republic of Congo, Ghana and Zambia are classified as middle income countries.109

Extractive policies in developing countries focusing on the increase of FDI in the sector can lead

to considerable growth in GDP for several years in a row110 while other development indicators

measuring poverty, health or education111 lag far behind.

As the 2009 report by the Commission on the Measurement of Economic Performance

and Social Progress (Stiglitz et al., 2009) discusses in detail, GDP measures market production,

i.e. output, and not well-being although it has often been treated this way.112 Critical theory re-

jects the GDP oriented measurement of progress as an ‘anti-development approach’. Its focus

on market-led development, reinforced by minimizing regulations to boost the economy and to

attract FDI would relieve the state from its development functions (Pieterse, 2001, 6).

The Human Development Indicators (HDI) based on Amartya Sen and Martha Nuss-

baum’s capability approach (e.g. Sen, 1993; for an overview: Robeyns, 2005) is a step towards a

more comprehensive understanding of development. The HDI adds the dimensions of health,

education and living standards in addition to macroeconomic indicators. The capability approach

is driven by the notion that development is achieved through the enlargement of people’s choic-

es (ul Haq, 1995) and gives priority to individual freedoms. It falls short on two aspects: First,

based on its utilitarian origin it shares the neo-liberal view of the state, i.e. its only task is to im-

pose the law in such a way that my neighbor’s freedom does not infringe on mine (Renouard,

[109] http://data.worldbank.org/about/country-classifications/country-and-lending-groups (April, 16, 2012)

[110] For details on the impact of an FDI focused strategy in Zambia, see page 33.

[111] Human Development Report (http://hdr.undp.org)

[112] GDP was not intended to serve as an indicator of national welfare. Simon Kuznets who was instrumental in 
designing GDP measurement wrote to the US congress in 1934 that “the welfare of a nation can scarcely be 
inferred from a measure of national income” (Kuznets, 1934, 7)
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2010); it pays little attention to macro level social capital. Second, it fails to acknowledge the en-

vironmental dimension of development. Hence, it is also silent on temporal aspects and the issue

of sustainability, i.e. on the question how “to meet the needs of the present without compromis-

ing the ability of future generations to meet their own needs” (Brundtland, 1987, 8). 

In the light of the extraction of finite resources the question of sustainability and intra-

temporal distribution of resources and intra-temporal justice (Perman et al., 2003, 64-67; Rawls,

1971) cannot be left out. Farsighted extraction polices might slow down the pace of depletion to

expand the extraction period to last for probably one or two more generations, but this merely

scratches the surface of intra-temporal distribution challenges.

The term ‘sustainability’ has become a reference point in both the policy discourse and

in the management talks of extractive firms’ executives alike. Yet, there is no way to deny the dif-

ficulties of this concept as the vast number of definitions illustrates (Newman, 2005). For exam-

ple, a strictly ecological reading of the sustainability concept (also called ‘strong sustainability’)

puts maintaining the capacity of the ecosystem as a paramount goal whereby economic and so-

cial systems are understood as sub-systems of the ecosystem (United Nations et al., 2003, 3). In

this view, resource extraction can never be sustainable. Others contend that sustainability is

based on economic, not ecological rationality; sustainability would be achieved by giving ecologi-

cal services a monetary value which in turn would instill efficient and sustainable use of ecosys-

tem services. Proponents of strong sustainability dismiss this view claiming that economic sus-

tainability would be not more than an instrument for the commodification of nature (Banerjee,

2003). Reading the sustainability concept from the perspective of the future generations presents

additional challenges: How can we know what the needs of future generations will be – and how

numerous they will be? Therefore: “What are we supposed to do today in order not to compro-

mise ‘the ability of future generations to meet their needs’? Nobody knows because we do not

know what it takes to achieve wellbeing for future generations.” (Willke and Willke, 2008, 33) 

More recent approaches propose a process-oriented understanding of sustainability

(Newman, 2005). In this light, “sustainability is the capacity to create, test, and maintain adaptive
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capability.” Development then is “the process of creating, testing, and maintaining opportunity”

(Holling, 2001, 399, emphasis added). In essence, process oriented understanding – referred to as

‘weak sustainability’ – gives up on the normative principle which was underlying strong sustain-

ability to replace it with institutionalized mechanisms of monitoring and adjustment. Every suc-

cessful adaptation is only a temporary solution to changing conditions (Holling, 2001).

The capital approach we use for measuring development outcome is part of this last

category of weak sustainability indicators. It is the topic of the next section.

IV.2.1. Capital approach

Among the many different sustainability indicators113 we see the capital approach as

best suited to measure development in situations of resource extraction. The ‘capital approach’ is

rooted in resource economics, green accounting and in the social welfare literature (Weitzman,

1976; Hartwick, 1990; Mäler, 1991). Considering the depletion of finite resources the capital ap-

proach focuses on maintaining the adaptive capability as an attempt to achieve weak sustainabili-

ty. We discuss this approach in some detail since it has become – through the related adjusted

net saving (ANS) indicator – influential in resource economics and the resource curse debate

(e.g. Stoever, 2012; Barbier, 2010; Atkinson and Hamilton, 2003; Dietz et al., 2007; van der Ploeg

and Poelhekke, 2009; Gnègnè, 2009).

The capital approach builds on three pillars which center around wealth creation, giving

it an inherently long-term perspective (Hamilton, 2004, 31): First, the capital approach assumes

that the wealth of a nation can be understood as a portfolio of four different tangible and intan-

gible ‘assets’ or ‘capitals’ from which utility can be derived (Goodwin and Cleveland, 2007). The

focus is not on the utility (which would be e.g. GDP) but on the stock of capitals: 

I. Natural capital in the form of renewable resources like forests, fisheries or ecosystems

[113] For an overview see e.g. Kulig et al., 2010
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and non-renewable natural assets like oil, gas or minerals; 

II. Physical (or: produced) capital such as roads, dams, canals, electricity transmission lines, wa-

ter supply networks, sewage systems, railways, ports; 

III. Human capital comprising education, training, skills, knowledge, and physical and mental

health;

IV. Social capital finally exists at the social level in the form of social relations and networks,

and at the institutional level in the form of social and economic equality, and impartiali-

ty that together build the stock of trust.

Second, the capital approach maintains that the different types of wealth are – at least

to some extent – interchangeable. Therefore, it understands development as a process of portfo-

lio management that seeks to optimize each capital stock and the distribution among different

kinds of assets. Extraction of non-renewable resources equals a depletion of natural capital. It is

a decumulation or disinvestment of capital since it reduces the stock of resource wealth. Yet, the

conceptualization of a country’s overall wealth as a portfolio offers a way to deal with ex-

haustible natural resources while maintaining national wealth. Under the condition of compen-

satory accumulation overall wealth can be maintained even if some stocks deplete. Sustainable

development (more precisely: weak sustainable development) requires that overall wealth per

capita at least does not decline over time.

Third, the capital approach refers to Irving Fisher’s conception of income as a return

on wealth (Fisher, 1906). Based on this John Richard Hicks defined income as the maximum

amount an individual can consume during a period and remain as well off at the end of the peri-

od as at the beginning. The main principle behind this is that earnings can only be realized after

capital has been maintained at a predetermined level (Hicks, 1939).

Harold Hotelling has added further criteria to provide for conditions of sustainability in

the situation of the extraction of exhaustible resources. The ‘Hotelling rule’ (Hotelling, 1931) de-

fines the optimal pace of depletion of non-renewable resources. The rule states that the most so-

cially and economically profitable extraction path of a non-renewable resource is one along

which the price of the resource, determined by the marginal rent of natural resources (i.e. mar-

 84



ginal revenue minus extraction costs) grows at the world rate of interest and that the rate of de-

pletion of reserves equals the demand elasticity multiplied by the world rate of interest. 

In 1977, John M. Hartwick (1977) defined conditions under which constant consumption could

be maintained indefinitely using the input from a finite stock of non-renewable resource. To

maintain the amount of capital in the economy in the situation of non-renewable resource en-

dowment, the ‘Hartwick rule’ requires the investment of the exhaustible rents from resource ex-

traction into productive physical, human and social capital (Solow, 1974; Hartwick, 1977;

Perman et al., 2003, 89; van der Ploeg, 2008). 

Following the ‘Hartwick rule’ is a prerequisite for sustainability. Yet, it is not a guaran-

tor, due to the constraints to weak sustainability, imperfect information, and lack of control over

compensatory investment. The fact that sustainability can only be weak is a constituent factor of

the extraction of exhaustible resources. We also have only limited information how resource ex-

traction will evolve over time, how technical progress will affect resource extraction, recovery

rates, efficiency, and recycling. Further, we don’t know much about the future generations and

their requirements as discussed earlier. Also, we don’t know whether the substitution possibilities

between non-renewable natural resources and other assets are great enough (Asheim et al.,

2003). The ‘Hartwick rule’ is silent on possible critical minimal stock requirements (e.g. in natural

capital) below which sustainability cannot be achieved. Finally, the ‘Hartwick rule’ does not cap-

ture the quality of compensatory investment (value for money), be it investment in physical as-

sets or human capital; it also does not consider factors such as brain drain (Everett and Wilks,

1999).
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IV.2.2. Adjusted net saving

The adjusted net saving (ANS, also called: genuine saving) indicator measures the incre-

mental change in wealth, not wealth itself.114 Although ANS and wealth are closely related it is

important to keep them apart and appreciate their differing character. While the ANS is policy

sensitive and can change quickly, wealth is slow-acting and changes over a longer period of time

only. If the ANS is negative the capital stocks are run down, overall wealth declines and well-be-

ing will suffer in the future. If the ANS is positive capital stocks increase, adding to wealth and

future well-being (World Bank, 2011b). 

ANS as operationalized by World Bank’s Environmental Economics and Indicators

Unit is defined as national net saving adjusted for the value of resource depletion and environ-

mental degradation caused by pollution and credited for educational expenditure as proxy for

human capital (Hamilton and Clemens, 1999; Hamilton, 2000). The adjustments are detailed in

the (Bolt et al., 2002):115 

ANSit =(GSit − DEPCit)+EEit − RRDit − CDit

where ANSit is the adjusted net savings of country i at time t. It is composed of gross national savings GSit net of the depreciation of 
produced capital DEPCit, augmented by (non-fixed capital) expenditure on education EEit and reduced by the rents from depletion of 
natural capital and damages from carbon dioxide emissions CDit.

First, estimates of capital consumption of produced assets are deducted from gross na-

tional savings to obtain net national savings. Then current expenditures on education are added

to net domestic savings as an appropriate value of investments in human capital (in standard na-

tional accounting these expenditures are treated as consumption). Next, estimates of the deple-

tion of a variety of natural resources (gas, coal, oil, metals and minerals [bauxite, copper, gold,

iron ore, lead, nickel, phosphate rock, silver, tin and zinc], forest) are deducted to reflect the de-

[114] Total or comprehensive wealth is calculated as a present value of future consumption, assuming a constant 
consumption growth, the rate of discount, and the lifetime over which present values are calculated. The cal-
culation of a value for total wealth therefore involves questions of judgement. In the case of the World Bank 
wealth calculation, constant consumption growth is assumed at 2.5%, the rate of discount given by the pure 
rate of time preference (ρ) is assumed to be 1.5%, and the lifetime over which present values are calculated is
assumed to be 25 years (World Bank, 2011b, 141).

[115] Description of methodology is taken from the World Bank's website on adjusted net savings (http:/
/go.worldbank.org/3AWKN2ZOY0 (January 8, 2012))
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cline in asset values associated with their extraction and harvest. Estimates of resource depletion

are based on the calculation of resource rents. An economic rent represents the excess return to

a given factor of production. Rents are derived by taking the difference between world prices

and the average unit extraction or harvest costs. Finally, pollution damages are deducted, based

on the estimates for damages from carbon dioxide emissions. A positive value for a nation’s gen-

uine savings (i.e. total investment in assets is higher than total disinvestment) has been linked to

the possibility of long-run economic sustainability.

Partha Dasgupta et.al. (2002) and Kirk Hamilton (2002) have demonstrated that re-

source-dependent countries perform differently under a capital accumulation analysis compared

to a GDP growth analysis. GDP growth winners had negative growth rates when instead of

measuring the economic output the development of wealth was measured. 

The negative relationship between genuine investment and resource dependence is sup-

ported by several other studies (Atkinson and Hamilton, 2003; Dietz et al., 2007). Figure 8 re-

ports the finding from a World Bank study that calculated the ANS for 209 countries from

1970-2008 (World Bank, 2006). The result shows how genuine saving rates tend to decline as re-

source rents increase as a percentage of GNI.

This finding is particularly important for resource-rich countries where GDP has grown

over several consecutive years mainly caused by commodity exports following massive FDI in-

flow. According to the genuine saving analysis, resource-rich countries see their non-renewable

resource capital decline through extraction but struggle with the allocation of the resource rents

between consumption and investment into lasting forms of capital. In fragile states, the rents are

all too often misappropriated and invested in patronage politics and political repression rather

than in infrastructure, health services and education. Where institutions are weak, an extractive

windfall often leads political leaders to overspend on consumption and non-productive assets.

Recent research has confirmed a strong correlation between negative ANS values and weak insti-

tutions (Carbonnier et al., 2011b).
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Figure 8: Genuine saving and exhaustible resource share (source: World Bank, 2006, 43)

In a counterfactual experimental calculation, the World Bank has demonstrated that re-

source-rich countries would have had much higher ANS levels in the year 2000 had they fol-

lowed the Hartwick rule since 1970, using 5% of GDP as a threshold for high resource depen-

dence (World Bank, 2006, 52). Figure 9 shows four groups of countries, the two on the right

being resource-dependent countries. The vertical axis indicates counterfactual wealth against the

actual (baseline) capital stock. Negative values indicate that countries would have less capital had

they followed the Hartwick rule.116 

[116] An illustrative example of two resource-rich countries with a differing genuine savings outcome is the case of
Namibia and neighboring Botswana. Glenn-Marie Lange (2004) compares the evolution of the two similar 
countries which both rely on the export of natural resources. In Botswana, mineral exports account for 35% 
of GDP, 75% of exports and 50% of government revenue, while in Namibia the combination of mineral and
fisheries exports account for 20% of GDP, 85% of exports and 10% of government revenue. Yet, the two 
countries differ significantly in the development outcome under a wealth development perspective. ! The 
study considers measures of natural capital [minerals and, where relevant, fisheries], produced capital [private
and public], net foreign financial assets and indirect measures of human capital such as illiteracy rates and re-
sponse to HIV/AIDS epidemics: Taking 1980 as a baseline, Botswana has managed its mineral resources in 
such a way that resulted in a five-fold increase in net present value, although 25 to 30% of known reserves 
have been extracted. Botswana developed an explicit policy of reinvestment of all resource rent. It developed
an indicator to monitor this policy, the Sustainable Budget Index (SBI) !. This loosely follows the Hartwick-
Solow rule (Lange, 2004, 259; Lange and Hassan, 2003). By contrast, Namibia has suffered similar depletion 
rates and has seen its net present value of minerals diminish because it did not invest the resource rent.
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Figure 9: Resource abundance and capital accumulation following Hartwick rule (World Bank, 2006)

IV.2.3. Critique of the adjusted net savings concept 

As argued earlier, development indicators represent implicit normative choices and a

particular understanding of development. To decide whether the ANS is an appropriate frame-

work for our research we investigate its normative underpinnings and methodological

limitations.

We refer to the analysis of the ANS by Géraldine Thiry and Isabelle Cassier (2010) and

the analysis by the Joint UNECE/OECD/Eurostat Working Group on Statistics for Sustainable

Development (UNECE, 2009; Kulig et al., 2010). The group was mandated to work on a hybrid

capital approach to replace the monetary capital approach which has informed ANS. The main

issues raised are related to the monetary character of the ANS and the aggregation of data. 

First, as a monetary capital approach, the ANS measures all forms of capital in dollar
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units. This implies a number of limitations: a) Monetary values are not always the most adequate

indicator as the example of human capital illustrates. The ANS measures education expenditures,

i.e. the input into human capital development but it is unable to capture more relevant outcome

indicators such as enrollment rate, secondary and tertiary completion rates or teacher-pupil ra-

tios. Also, the human capital calculation does not account for any form of brain drain117 nor the

quality of (infrastructure) investment; white elephants would still make the physical capital com-

ponent of the ANS increase; b) A range of tangible values cannot be included in natural capital

due to a lack of data: Minerals such as diamonds, uranium or lithium, fisheries and water (World

Bank, 2011b, 21). While they are excluded from the ANS (albeit they can play an important role

for particular countries), they end up in the category of ‘intangible capital’ in the comprehensive

wealth calculation; c) it is difficult or even impossible to measure intangible capital through mon-

etary values. For this reason, the ANS does not account for social capital at all. And also in com-

prehensive wealth calculation, intangible capital is only measured residually, i.e. by subtracting

physical, natural and net financial assets from total wealth (World Bank, 2011b, 141).

Finally (d): Critical capital stocks cannot be accounted for. Since the ANS measures weak sus-

tainability it allows for substitutability between capital stocks. Taking this approach to the ex-

treme, if Brazil would destroy all Amazonian forests (with forests being the only renewable nat-

ural resource included in the ANS) and invest the sales proceeds in education expenditures, the

ANS remains unchanged or might even increase. Accordingly, Brazil would be seen on a sustain-

able path (Pillarisetti and van den Bergh, 2010), which obviously would not be the case. There is

some minimum amount of natural capital that must be preserved. There is no substitutability

possible below a certain extent of forest cover or water availability. The hybrid capital approach

proposed by the working group of UNECE and others includes preliminary lists with critical

stocks of natural capital (UNECE, 2009). 

The second issue is about aggregation: The ANS measures wealth accumulation at the

[117] Brain drain can have significant impact in particular on developing countries as the example of medical doc-
tors emigrating from Sub-Saharan Africa illustrates (Mills et al., 2011).
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national level.118 Two limitations result: a) As an aggregate measure, the ANS does not consider

distributive aspects in wealth building and access to wealth; b) the ANS methodology does not

provide the possibility to link it to the level of extractive projects, which are the opposite of ag-

gregation. This excludes the use of the ANS methodology from the assessment of case studies. 

In sum, the ANS is of little value to advance our research. It does not reflect the breath

of the capital approach of development nor is it designed to be linked to the case study level. 

IV.2.4. Inclusive wealth index 

The ANS concept is promoted by the World Bank’s Environmental Economics and In-

dicators Unit. Recently, the UN institutions, led by the United Nations University International

Human Dimensions Programme on Global Environmental Change (UNU-IHDP) and the Unit-

ed Nations Environment Programme (UNEP) in collaboration with the UN Water Decade Pro-

gramme on Capacity Development and the Natural Capital Project at the Stanford University

have developed the ‘inclusive wealth’ concept, an alternative methodology to measure the wealth

of nations, which is also based on the capital approach. The first Inclusive Wealth Report (IWR)

and Inclusive Wealth Index (IWI) were presented at the United Nations Conference on Sustain-

able Development (Rio+20) in June 2012 (UNU-IHDP and UNEP, 2012). 

The IWI measures the wealth of 20 nations by carrying out a comprehensive analysis of

a country's capital assets, including physical, human and natural capital. Compared to the ANS,

the IWR/IWI uses a more comprehensive conceptualization of human capital (by including

health as an asset) and of natural capital (with a more detailed portfolio of assets). The IWI fur-

ther considers institutional capital (as a broad term to cover what by others is called ‘religious

capital’, ‘social capital’, ‘cultural capital’) to include “the myriad of formal and informal arrange-

[118] Resource curse analysis on the national level using ANS data has become more frequent, e.g. the examina-
tion of the relation between ANS performance and corruption levels (Dietz et al., 2007; Barbier, 2010) or the
correlation between ANS and the quality of institutions (Carbonnier et al., 2011b; Stoever, 2012).
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ments among people (the rule of law, social norms of behavior, habitual social practices) that in-

fluence the allocation of resources both at a moment in time and over time”, as well as mutual

trust and confidence in institutions (UNU-IHDP and UNEP, 2012, 16). Together, those assets

represent the productive base of an economy. However, the IWR defines institutional capital as

an enabling asset and therefore keeps it separate from the other categories of assets in the wealth

calculation.

The calculation of a nation’s ‘inclusive wealth’ also differs from the World Bank’s ap-

proach to calculate ‘comprehensive wealth’:119 The IWI holds that wealth is the social worth of

an economy’s capital assets (UNU-IHDP and UNEP, 2012, 22) and therefore calculates the val-

ue of an asset based on the forecast of its future use which is represented in the asset’s shadow

price (for a more detailed description see: UNU-IHDP and UNEP, 2012, 18). 

However, we do not further discuss the methodology of the IWR/IWI since we do

not see the IWR as a methodology that could advance our research for similar reasons that let us

repudiate the ANS: First, the IWR remains at the aggregate level of a national economy (with the

exception of the US) and does not offer a methodology to assess project level activities. Second,

the IWR expresses the value of an asset in monetary terms only, which does not reflect the limi-

tations to the substitutability of the different capitals. Third, the IWR focuses on calculating the

value of assets, not on the process of capital accumulation which would be important to under-

stand the impact of project level activities. Finally, the IWR in its first release does not offer a

theory of institutional (or: social) capital nor does it measure the same (the next issue of the IWR

is announced to be released in 2014 with a special focus on social capital).

[119] See footnote 114
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IV.3. Re-considering social capital

Social capital is a puzzling topic. Social capital is typically said to be the relation be-

tween individuals, the cohesion and trust in groups and networks,120 and the generalized faith in

the honesty and integrity of others. The more relations between individuals and within groups,

the more social capital, which then also spills over into society and promotes good governance.

A lack of social capital is said to be part of what causes the resource curse. But when

one takes a look at resource-rich countries, it rather seems to be the other way round: There

seems to be far too much of personal relations and trust within elite circles and nepotist rela-

tions. Patronage networks de-facto rule many of the resource-rich countries. Ample social capital

holds those networks tightly together and makes corruption and embezzlement flourish. Social

capital becomes ever more ingrained as resource rents accrue over time. 

Yet, those networks do not produce any desired outcome at all. There is an obvious

disconnect between social capital theory and the evidence in many resource-rich countries. The

gap is more severe than the dichotomy between positive social capital and negative social capital

could explain. 

Critical theory offers a conclusive theory how social capital is generated – and destroyed

while the dominant neo-liberal theory of social capital has little explanatory power to understand

resource curse dynamics. Re-considering social capital from a critical perspective proves wrong

the assumption that the generation of social capital was a matter of bilateral relations and civic

networks. It also breaks the myth of the quasi-automated micro-macro transfer of trust from in-

group networks to the general public. Critical theory shifts the focus from the individual and

from in-groups to include institutions and power dynamics. Impartiality of administrative and ju-

dicial institutions, and the extent to which equal opportunity are realized in a society are far more

found to be more important in generating and maintaining social capital. 

[120] Relations within groups are called ‘horizontal social capital’ in contrast to relations with individuals from oth-
er groups which are called ‘vertical social capital’.
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The discussion and re-construction of social capital is structured as follows: First, to

frame the topic we briefly summarize the main tenets of the social capital discourse (chapter

IV.3.1). Next, we deconstruct the dominant neo-liberal theory of social capital (chapter IV.3.2)

and argue why the institutional theory of social capital has a superior explanatory power and how

it is supported by the findings of the resource curse literature (chapter IV.3.3). 

IV.3.1. Perspectives on social capital

The social capital literature is diverse for two reasons: First, after social capital gained

currency in the 1990s it has been linked to positive outcomes in more and more different do-

mains121 so that some feared “the point [is] approaching at which social capital comes to be ap-

plied to so many events and in so many different contexts as to lose any distinct meaning” (Ale-

jandro Portes, in: Schuller et al., 2000, 25). 

Second, the meaning of social capital is contested because of the contrasting epistemo-

logical grounds of its three principal originators (for a detailed review see e.g. Schuller et al.,

2000; Pelling, 2003): Pierre Bourdieu used social capital together with economic and cultural cap-

ital to explain the struggle of social classes, particularly the reproduction of power and of the

bourgeoisie and elite groups. Social capital for Bourdieu is a collective characteristic and he

emphasized the institutionalized component of social capital (Bourdieux, 1986). James Coleman

used social capital as an explanatory variable from a rational choice perspective (Coleman,

1988)). Robert Putnam shares with Coleman the functionalist view and conceptualized social

capital to describe dense social ties bound together by place and interest: “By ‘social capital’ I

mean features of social life – networks, norms, and trust – that enable participants to act togeth-

er more effectively to pursue shared objectives” (Putnam, 1996).

[121] Examples include: Adaptation to climate change, community life, democracy and governance, disaster man-
agement, economic development, health, natural resource management, schooling and education, and work 
and organizations (Brunie, 2009).
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a) Trust as a key feature of social capital

Across the diverse social capital literature, the term ‘trust’ is at the core of social capital.

While all conceptualizations of social capital share the centrality of trust they vary significantly in

how trust is understood, generated and maintained. We first look at the two complementary no-

tions of trust, generalized trust and particularized trust: 

“Generalized trust links us to people who are different from ourselves. It stands in con-

trast to particularized trust, where people have faith only in their in-group. Generalized

trust reflects a bond that people share across a society and across economic and ethnic

groups, religions, and races. Particularized trust reflects social strains, where each group in

a society looks out for its own interests and places little faith in the good intentions of

others. Particularized trusters may be as involved in civic life as generalized trusters, but

they will restrict their activities and good deeds to their own kind.” (Rothstein and

Stolle, 2008, 45, emphasis added)

b) Relational, collective, and generalized dimension of social capital

The different dimensions of trust translate into different conceptualizations of social

capital, which can be clustered around three approaches, the relational, collective (or structural),

and generalized (or cognitive) perspective on social capital (Nahapiet and Ghoshal, 1997; Brunie,

2009). We summarize them in turn. 

I. According to the relational approach, social capital is seen as the ability of an individual

actor to maintain and mobilize social contacts in order to obtain valuable resources

through these relations that can be put to use for the actor’s benefit. Resources can be

material resources, information, influence, or support. In the relational approach, trust

takes the form of particularized trust and social capital is seen to be generated through

repeated bilateral and reciprocal interactions with members of the actor’s network. 

From the relational perspective, distinctions can be made between bonding social cap-

ital, which refers to intra-community ties and provides the foundation for bringing indi-

viduals together and bridging social capital which pertains to inter-community ties, and

provides access to new information and resources. (Brunie, 2009, 253ff). 

II. The collective approach no longer centers around one actor and his or her relations, but

rather on the structure and subjective content of relationships within a well-defined
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group, which is typically small and homogenous. Trust is again understood as particu-

larized trust and social capital is seen to be generated through repeated iterative interac-

tions between members of the group.

Social capital in this perspective consists of both, the networks and the generally accept-

ed attitudes, rules of behavior, shared values, norms of reciprocity and trust that charac-

terize the group in which social capital inheres. Mutual trust is often seen to be the cen-

tral factor in facilitating voluntary cooperation (Ostrom, 1999). Networks therefore

increase the efficiency of cooperation by lowering transaction cost through established

patterns of communication and interaction (Brunie, 2009). 

III. The generalized approach conceives of social capital mainly as a subjective property of in-

dividuals which predisposes them to cooperate, trust, understand and empathize with

each other. In this variation, trust as a ‘‘generalized faith in the honesty and integrity of

others” is seen as holding society together and facilitating political or economic out-

come (e.g. Knack and Keefer, 1997). 

Regarding the production of generalized social capital, views differ. Some focus on vol-

untary associations from which a micro-macro transfer shall occur; others focus on the

workplace that could generate civic values; and a third group that targeted policies and

the structure of political and social organizations can generate of social capital (e.g.

Schneider et al., 1997). A last group of researchers argues that generalized social capital

is a by-product of institutions (Rothstein, 2003; Rothstein and Stolle, 2008). More

specifically, mainly those institutions are important which are permanent, exhibit im-

portant norms of society, and with which citizens come in contact routinely; these are

particular administrative and legal institutions that have the strongest influence on gen-

eralized trust (Rothstein and Stolle, 2008).

For all three approaches we have to bear in mind that social capital is not reserved for

the positive aspects of social life only. As the power wielders and their clientelist networks in re-

source-rich countries, the Mafia or racist organizations illustrate, there are also efficiently operat-

ing networks with a high level of internal trust (Schuller et al., 2000, 31). Social capital can have

positive or negative effects and the balance between these will vary from context to context

(Woolcock, 1998).
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IV.3.2. Critical view on social capital theory

The concept of social capital has found particular resonance in neo-liberal reasoning;

World Bank policies (e.g. Knack and Keefer, 1997; Dasgupta, 2002; 2009)122 and the mainstream

CSR discourse have embraced the concept. This requires us to analyze the mainstream social

capital concept and its use in the neo-liberal social capital discourse. Our analysis builds on the

deconstruction of neo-liberalism from a critical perspective in chapter II and III. We identify

three issues: The functionalist use of social capital, the way the role of the state and civil society

are conceptualized, and the negligence of power issues in the social capital discourse. 

a) Social capital in neo-liberal economics

A high level of social capital is widely seen as important to the functioning of modern

neo-liberal economies.123

One of the most prominent exponents of this strand of reasoning is Francis Fukuyama.

In his bestseller ‘The End of History and the Last Man’ (Fukuyama, 1992) and in ‘Trust: Social

Virtues and the Creation of Prosperity’ (Fukuyama, 1995) Fukuyama develops the ideas that a)

after the collapse of the Eastern bloc and with Reagonomics and Thatcherism (i.e. neo-liberal-

ism) advancing, liberal democracy is the only legitimate ideology left in the world; b) relative suc-

cess of national economies is not based on “explicit rules and regulation but out of a set of ethi-

cal habits and reciprocal moral obligations internalized by each of the community’s members”

(Fukuyama, 1995, 9); c) the availability of trust reduces transaction cost since it compensates for

market imperfections such as information asymmetries (Fukuyama, 2001); d) “the level of trust

[122] http://go.worldbank.org/C0QTRW4QF0 (December 22, 2011). The World Bank also launched a social cap-
ital initiative in the late 1990s (http://go.worldbank.org/W8FMEK6FR0; December 22, 2011). For a critical 
discussion see: Fine, 1999

[123] Few neo-liberal economists reject this interpretation of social capital on methodological grounds, claiming 
circularity (is trust a precondition of social capital or a product of it?) or abandon the term and concept at all.
Robert Solow asked: “Just what is social capital a stock of?” and went on to criticize that it could not be 
measured by an accountant (Solow, 1999); Kenneth Arrow argued that the term ‘capital’ does not have the 
characteristics of capital as defined by economists and that social networks were built up for other reasons 
than economics (Arrow, 1999).
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inherent in a society” is the single pervasive condition upon which a nations well-being and com-

petitiveness rely (Fukuyama, 1995, 33).124 

In a social capital conceptualization based on the tenets of instrumentalism and

methodological individualism as represented by Fukuyama, economic progress becomes the ulti-

mate test criterion for high or low levels of trust. This means that the market is taken as the ana-

lytically given to which the concept social capital is to be related. This is an epistemological mis-

conception and the proponents fail to prove why markets as a phenomenon of social

organization should be given this supremacy over social capital. It is rather the other way round.

As Garry Sturgess argues, markets “are socially constructed through, in part, social capital, and

thus networks and trust are analytically prior to markets” (Sturgess, quoted in: Schuller et al.,

2000, 22).

Social capital has also become part of the language toolbox of CSR departments in

combination with the business case type of CSR. Deutsche Bank for example equates their CSR

activities with “contribut[ing] to building social capital in the communities in which we operate

around the globe – for the benefit of society and ourselves”.125 The link between social capital

and CSR is established through community engagement, retention strategies for employees, and

stakeholder cooperation, which are all about network and relationship management with the goal

to maintain the license to operate (Garriga, 2011). 

Ian Jones has put forward an analytical framework that uses social capital as a measure

for CSR effectiveness.126 Jones argues that social capital was “tailor-made for understanding the

developmental outcomes and aims that characterize firm engagements in host countries” and

could be “used to explain the efficacy for economic activity of different social relations” (Jones

[124] In the 2012 article ‘The Future of History’ Fukuyama distances himself from neo-liberalism since the vast 
inequality it has produced, he argues, undermines trust and community and deepens social conflict – so 
much so that democracy is put in peril. Although he is apparently breaking with the neo-liberalism he previ-
ously defended, the main tenets of the alternative ideology are still the same as before (Fukuyama, 2012).

[125] http://www.pwm.db.com/uk/en/uk_about_us_csr.html (December 15, 2011)

[126] Ian Jones’ metrics analyses the scope (refers to which sorts of actors are involved), form (method by which 
social capital is created), and channel (the way in which the acquired social capital translates into positive so-
cial outcomes) of CSR activities (Jones et al., 2007, 3).
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et al., 2007, 3). The proposed metrics suffers from a functionalist understanding of social capital

and a limitation to the company perspective. Jones’ analysis basically lists what the company re-

ports to have undertaken and assumes that this was eo ipso a contribution to facilitating social

capital.127 It remains a purely descriptive assessment from the company perspective that does not

question whether the measures taken were appropriate to respond to an effective or perceived

need, what the impact including intended or unintended side-effects was, nor does it address

possible conflicts or power issues. 

b) Social capital and the neo-liberal state

In the neo-liberal conceptualization social capital becomes a substitute for the state.

Francis Fukuyama argues that “in the political sphere [social capital] promotes the kind of associ-

ational life which is necessary for the success of limited government and modern democracy”

(Fukuyama, 2001, 7). For Fukuyama, trust is the key component of social capital and instrumen-

tal to limited government. Trust is 

“the expectation that arises within a community of regular, honest, and co-operative be-

havior, based on commonly shared norms, on the part of other members of the com-

munity […] these communities do not require extensive contractual and legal regulation of their rela-

tions because prior moral consensus gives members of the group a basis for mutual trust” (Fukuyama,

1995, 26, emphasis added). 

Similarly, Putnam in his study ‘Making Democracy Work’ (1993) claims that citizens

who have a dense network of civic engagements not only trust each other but also produce good

democratic government. Civil society and the interactions within it are the source of effective

government; the quality of government institutions is the dependent variable. 

There are several problems with this – as Margaret Levi calls it – romanticist view of as-

sociational life and civil society (Levi, 1996). First, the assumption that trust within a network

[127] Albeit Jones admits the possibility that the company can destroy social capital, e.g. through inappropriate 
pressure on government (Jones et al., 2001, 10), his assessment framework does not account for this 
possibility.

 99



leads people to trust other people outside the network is problematic. Neighborhoods and other

networks of civic engagement are not only a source of trust (by promoting trust of those you

know) but through the same mechanism they promote distrust towards those you do not know,

towards those not in the neighborhood or outside the networks. Many voluntary organizations

even “base their existence in part on the logic of ‘distinction’, i.e. the idea of ‘competition’, exclu-

siveness and distrust towards members of competing organizations” (Kumlin and Rothstein,

2005, 346). Second, civil society based social capital does not translate per se into better gov-

ernance, in particular where it is at odds with the social capital of rent-seeking elite networks. In

many countries civil society associations do not exist or are created more from outside and de-

pend on donor money rather than having a genuine constituency. And where an organized civil

society is in place and citizens are mobilized for political action, their capacity to make effective

demands and sanction government action is often weak and sometimes also systematically kept

weak. In other situations, they struggle with holding governments to account in the absence of

respected and effective institutions and procedures. This in the end renders the assumption on

micro-macro transfer of social capital useless. A high profile case to illustrate that this logic does

not work is the people-rich but powerless civil society of Chad as our case study illustrates. 

Third, consistent with the neo-liberal ideology, the romanticist view on associational life

is complemented with a negative view of the state and a corresponding emphasis on the positive

role of globalization. The generation of social capital is seen as a spontaneous result of repeated

market interactions, of culture, and of shared history. Governments’ role in creating social capital

is limited to education, protecting property rights and public safety. Where states extend beyond

this, “they can have a serious negative impact on social capital when they start to undertake ac-

tivities that are better left to the private sector or to civil society” (Fukuyama, 2001, 18). For de-

veloping countries, Francis Fukuyama sees globalization as a source of social capital through

leaving “new ideas, habits and practices in its wake, from accounting standards to management

practices to NGO activities” (Fukuyama, 2001, 19).128 Similarly, online communities and ranking

[128] Religion and culture can also create negative social capital according to Fukuyama. That’s why he sees no is-

 100



systems (e.g. at eBay) are seen as informal, self-organized forms of coordination that increasingly

replace formal hierarchical coordination (Fukuyama, 1999, 193-94).

The kind of social capital that Fukuyama and his colleagues invoke has not materialized

in resource-rich countries with fragile governments and weak institutions. Governments have

not become more responsible; civic action and civil society have not managed to keep corruption

or nepotism at bay. The only social capital that flourishes is the one within the nepotist and

clientelist circles. Against this neo-liberal position, we argue with in the Weberian line of rea-

soning for an institutionalized theory of social capital (chapter IV.3.3): The state plays an impor-

tant role in creating social capital, in facilitating interpersonal trust, and in establishing peaceful

equilibria among otherwise combative groups. Strong government institutions are important for

the protection of merit against nepotism, favoritism, and networks that undermine confidence in

the competence of those with whom one is dealing (Levi, 1996; Kumlin and Rothstein, 2005;

Pierre and Rothstein, 2010; Rothstein, 2003). The absence of those institutions is particularly felt

in resource-rich countries. 

c) Power in the social capital discourse

The critical theory approach underlying this research puts emphasis on the question of

power, its replication and expansion; the question ‘cui bono?’ cannot be omitted here either. In

the dominant social capital discourse, cooperation and networks have been emphasized at the

almost absolute expense of power and conflict, the inside-outside aspects of networks, or on pa-

tronage dynamics.

In contrast, Pierre Bourdieu’s account leaves no doubt that social capital plays a key

part in shaping and perpetuating patterns of economic inequality and in reinforcing the material

disadvantages suffered by many within advanced capitalist societies. For Bourdieu (1986), social

sues with globalization breaking down “traditional cultural communities without leaving anything positive in 
its wake, or rather, is an external shock that breaks apart dysfunctional traditional and social groups and be-
comes the entering wedge for modernity” (Fukuyama, 2001, 19).
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capital is a means of getting access, through social connections, to the economic and cultural re-

sources which are keenly sought in capitalist societies. Social capital is one means by which peo-

ple compete in class competition. So just as some classes have more economic capital they also

have more social capital. 

Empirical research confirms that the neo-liberal version of social capital tends to rein-

force or even exacerbate existing inequalities and power dynamics. A recent research studied

how power relations and social capital interrelate over a period of six years in the US city of Win-

ston-Salem (Ognibene, 2010). The research used Putnam’s conceptualization of social capital129

to measure social capital across communities and related this data to data on power relations.

The findings suggest that overall growth in social capital produces more productive partnerships

among the powerful, strengthened the existing power hierarchies in place, and does little to in-

crease community involvement in decision making. 

Similarly, there is the research on development projects promoting solid waste manage-

ment in Bangalore (India) and in Faisalabad (Pakistan). The case is particularly interesting be-

cause the projects promoted community based and private solutions to the problem of service

delivery as a means to strengthen civil society and small businesses. Yet, against the promise of

social capital as “repositories of developmentally valuable social capital” (Evans, 1996, 1120), Jo

Beall found that those with higher pre-existing social capital benefited in the first place and that

the projects reinforced existing power systems. Expectations based on the Putnam-inspired con-

cept of social capital were unjustified because it obscures local power structures (Beall, 1997). 

Since relational and collective social capital can have negative effects and reinforce the

inside-outside dynamics of networks, a critical theory of social capital has not only to be sensitive

regarding power and conflict but explicitly look beyond the relational and collective type of so-

cial capital to re-consider the concept of generalized trust. 

[129] By deploying the survey instrument Putnam commissioned, the Social Capital Benchmark Survey (SCBS).

 102



IV.3.3. Social capital and the role of institutions

An institutional view on social capital puts forth a theory about the stimulation and

generation of generalized trust and social capital whereby the quality and performance of admin-

istrative institutions play a pivotal role. This option was dismissed by the Fukuyama and Putnam

way of reasoning on methodological grounds (i.e. the extrapolation from the micro to the macro

in the methodological individualism), and because of the conceptualization of the state (i.e. the

state undermines the generation of social capital since it replaces the need for “norms of reci-

procity and networks of civil engagement” (Putnam, 1993, 171)).

Research on an institution-centered approach has been done – among others – in Scan-

dinavian countries where the claim that ‘big government’ was ‘bad government’ is not shared:

Despite having expanded welfare states Scandinavian countries rank high on both, civil engage-

ment and social trust measures (Kumlin and Rothstein, 2005). According to this group of schol-

ars, government institutions and policies create, channel, and influence social capital.

We focus in our discussion of the institution-centered approach on the theory devel-

oped by researchers around Bo Rothstein and Jan Teorell (e.g. Rothstein, 2003; Kumlin and

Rothstein, 2005; Rothstein, 2005; Rothstein and Stolle, 2008; Rothstein and Teorell, 2005; 2008;

Teorell, 2009; Pierre and Rothstein, 2010). We do so for two reasons: First, it seems that they

have taken the most systematic approach to the topic so far; their research goes beyond empiri-

cal proof of the claim that institutions have an impact on generalized trust. They disentangle the

general notion of ‘institutions’ to identify those institutions that matter the most for building

trust and social capital. Second, Bo Rothstein and colleagues link the social capital discourse to

the literature on ‘good governance’, which is relevant to resource extraction and development. 

a) Equality and the definition of policies

Bo Rothstein and Eric Uslander find that generalized trust – i.e. trust which links us to

those different from us while particularized trust is in-group trust only and tends to mistrust
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those outside the group – is closely linked to how equal resources and opportunities are distrib-

uted in a society: “Generalized trust both depends upon a foundation of economic and social

equality and contributes to the development of a more egalitarian society” (Rothstein and Uslan-

der, 2005, 45). This is in line with the critical theory approach that places high weight on who

has access to and control over material resources in a society. The rich and the poor in a country

with a highly unequal distribution of wealth may live next to each other, but their lives do not in-

tersect. In such societies, Rothstein and Uslander argue, neither the rich nor the poor have any

sense of a shared fate. Generalized trust is low while particularized (or in-group) trust is high. In

turn, each group looks out for its own interests and is likely to see the demands of the other as

conflicting with its own well-being. Obviously, government policies have a great impact on both

economic equality and equal opportunity, which also supports a greater sense of solidarity (see

also: Stiglitz, 2012; Acemoglu and Robinson, 2012).

b) Impartiality and the implementation of policies

The next point is the causal logic between institutions and generalized trust. According

to Bo Rothstein and Jan Teorell, this is largely mediated through the encounter of citizens with

administrative institutions, represented by public officials: 

“First people make inferences from how they perceive public officials. If public officials

are known for being partial or corrupt, citizens will believe that even people whom the

law requires to act in the service of the public cannot be trusted. They will therefore conclude

that most other people cannot be trusted either. Secondly, people will infer that most people in

a society with partial or corrupt officials must take part in corruption, bribery, and vari-

ous forms of nepotism in order to obtain what they feel their rightful due. They will there-

fore conclude that most other people cannot be trusted. Thirdly, in order to make a living in such

a society, citizens must, even though they may consider it morally wrong, also begin to

take part in bribery, corruption, and nepotism. They will therefore conclude that since they can-

not themselves be trusted, other people cannot generally be trusted either.” (Rothstein and Teorell,

2005, 20, emphasis in original; see also: Rothstein, 2003, 59; Rothstein, 2005) 

The quality of the encounter between citizens and public officials depends as much on

whether they get what they want as on whether people are given – and feel that they are given –
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fair and equal treatment: Is an individual received with respect and dignity? Is he or she able to

communicate opinions to civil servants? Are there signs of discrimination, corruption, and/or

cheating? Social-psychological research calls this ‘procedural justice’ that tends to increase gener-

alized trust. “[P]eople are concerned not only with the final results of personal contacts with

public institutions. […] They are frequently at least as interested in whether the process that

eventually led to the final result was fair” (Kumlin and Rothstein, 2005, 347).

From this, Rothstein and Teorell conclude that the impartiality of government institu-

tions in the exercise of public power plays the key role in shaping generalized trust. The impar-

tiality norm is defined as follows: “When implementing laws and policies, government officials

shall not take into consideration anything about the citizen/case that is not beforehand stipulat-

ed in the policy or the law” (Rothstein and Teorell, 2008, 170). Therefore, impartial behavior of

government officials and administrative institutions promotes the generation of social capital.

The logic of impartial institutions suggests that the ‘street-level’ administrative and legal

branches of the state are the most important sources of generalized trust. The impartiality, fair-

ness and efficiency of political institutions which are responsible for the implementation of pub-

lic policies are important through the way they exercise procedural justice. The judicial system

(the courts, the police and the other legal institutions, collectively labeled as ‘order institutions’

by Rothstein) is important to secure property rights (against the expropriation through governing

elites), to enforce contracts between citizens, and to take care “of people who are better not to

be trusted” (Rothstein and Stolle, 2008; Acemoglu and Johnson, 2005, 8).

Finally, by defining the quality of government as a function of procedural quality, Roth-

stein and associates put the implementation side of politics center stage and explicitly separate it

from the representation side (parties, parliaments, etc.) of politics. This has further consequences

for the understanding of institutions and good governance: The representation side of gov-

ernance is about the input to the political system: How the content of policies is being defined

and how access to power is organized. The input side is regulated by the democracy principle, i.e.
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competing organized interests, political parties, and ideologies try to win electoral support to fur-

ther their interests.130 Hence, the representation side is defined by partisanship and the role of

those political institutions is to be partisan (Rothstein and Stolle, 2008). In contrast, the output

side of politics is about how power is executed and how policies are implemented. And this is

organized by the impartiality principle.131 

With the unbundling of institutions Rothstein and colleagues advance the understand-

ing of governance in important ways. Earlier concepts of governance deploy a much broader but

less specific definition. For example, the widely used governance indicators (Kaufmann et al.,

2009), use a definition of governance as broad as the definition of ‘politics’. It does not distin-

guish between access to power and exercise of power or between the content of policies and

their implementation procedures.132 Bo Rothstein’s conceptualization of governance allows a

more nuanced analysis of how corporate performance affects governance and social capital

(chapter V.3).

IV.3.4. Conclusions

We retain three points from the discussion of social capital for the analysis of corporate

impact on development: 

First, social capital has a complex and dialectic profile: Relational and collective social

capital cannot be considered independent of conflicts and power relations. Negative relational

social capital of clientelist networks for example can destroy generalized trust and collective so-

[130] This is consistent with the empirical literature that could not establish a robust link between democracy and 
development (Rothstein and Teorell, 2005, 16).

[131] The two sides – input side and output side of governance – overlap in the question as to how fair and impar-
tial the electoral process is organized by the administration.

[132] Governance is defined as “the traditions and institutions by which authority in a country is exercised.” This 
includes: “(1) the process by which governments are selected, monitored, and replaced, (2) the capacity of 
the government to effectively formulate and implement sound policies, and (3) the respect of citizens and the
state for the institutions that govern economic and social interactions among them” (Kaufmann et al., 2004, 
3).
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cial capital. The destruction of social capital can proceed much faster than (re-)building trust.

Corporate activities and interventions have to be sensitive of these dynamics and properly ana-

lyze and understand the specific context on the ground. 

Second, relying on civil society to increase social capital in most cases does not translate

into generalized trust and better governance. There is no research that would support the micro-

macro transfer of trust. The Western attempt to support the growth of civil society in order to

increase accountability and good governance in less developed countries that do not share the

liberal Western tradition has repeatedly had unintended side-effects. For example, the support of

Russian civil society encouraged funders and NGO activists to pursue short-term benefits over

long-term development. The result is the creation of patron-client ties between the international

donor and the Russian recipient rather than horizontal networks of civic engagement among

Russian NGOs and their domestic audience (Henderson, 2002). Corporate investment in sup-

port of voluntary organizations to create social capital may have the opposite effect if, in prac-

tice, these organizations may nurture tribalism, mistrust, nepotism, corruption in public adminis-

tration or otherwise reinforce existing power relations.

Third, administrative institutions play a key role in shaping generalized trust. The be-

havior and performance of the administration and its representatives towards citizens plays an

important role in shaping generalized trust in a state. The role of public administration and the

output-side of government in social capital attach heightened importance to the interaction of

powerful TNCs with public authorities, particularly in weak states. How corporations deal with

the administration, how they lobby the government, request extra rules for their operations, en-

ter into security arrangements with the government etc. matter at the broader level of social cap-

ital. They also attach importance to projects that strengthen the quality and impartiality of street-

level administrative institutions, a topic that is rarely addressed by corporate CSR.

 107



V. The Critical Capital Framework methodology

After having laid the theoretical foundation, this chapter introduces the Critical Capital

Framework (CCF). The CCF is a novel heuristic methodology to assess CSR performance at the

project level. 

The notion of ‘capital’ indicates that we build on the concept of the capital portfolio. In

line with resource economics we understand development as the process of accumulating, man-

aging and preserving wealth in the form of physical, natural, human and social assets from which

multiple private and public benefits can be derived (figure 10).

We call the framework ‘critical’ because the methodology draws substantively on critical

theory: First, we review the stock components of the capital portfolio from a critical perspective

to be mindful of the complex nature of the assets underlying human well-being (see chapter

II.2). Second, our institutional conceptualization of social capital builds on the deconstruction of

the neo-liberal understanding of social capital form a critical theory perspective. Third, the CCF

employs historic contextualization to assess corporate performance. Fourth, the term ‘critical’

also refers to the notion of critical stock requirements (see chapter IV.2.3) which remind of the

limits to mutual substitutability of capitals. 

Private benefit / cost Public benefit / cost

Economic benefit / cost I II

Wider social benefit / cost III IV

Figure 10: Taxonomy of capital benefits (source: UNECE, 2009)

We develop the CCF in three steps: First, we outline the constituent elements of the

CCF and how they interrelate: capital, stock, and flow (chapter V.1). Second, for each capital we

propose a set of stock and flow components (chapter V.2 and V.3). Third, we operationalize the
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CCF to assess project level CSR performance of IOCs and INOCs (chapter V.4 and V.5). 

V.1. Methodological structure

The CCF links the project level with capital accumulation via a four-level causal chain

(figure 13): observable instances at the project-level (independent variable) impact the flow that

increases or depletes a capital stock; the aggregated change of stock levels results in an accumula-

tion or decumulation at the capital level (dependent variable). The components in detail:

Capital: We build on a comprehensive understanding of the capital portfolio that also

includes social capital as constituent element. The collective of the capitals is the capital

portfolio. 

Figure 11: Capital and stock components (source: author)

Stock: Each capital consists of one or more stock components (figure 11). Looking at

stock components makes a capital accessible to examination. It also allows measuring each stock

component in the respective physical, monetary or other unit that suits best (UNECE, 2009,
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59).133 The definition of the various stock components is crucial to adequately capture the scope

of a capital. Physical capital for example includes transportation infrastructure, infrastructure for

utilities, social and governmental infrastructure. 

Identifying the individual stock components further allows to account for assets that

are critical and therefore cannot be limitlessly substituted without putting the whole system at

risk. This applies for example to natural capital: It has been suggested that minimum stock level

requirements should be attached to climate, air, water, and landscape to support biodiversity and

animal life (UNECE, 2009). Critical stock levels might also be required e.g. for social capital; it

would denote minimum quality threshold for institutions in order for a state to function and

having a fair chance to translate revenues from resource extraction into development.

Flow: The flow component is what causes a capital stock component to increase or de-

cline (figure 12). In the monetary approach, the flow is (as is the stock) expressed in monetary

units. The CCF measures stock components in the most appropriate unit, be that a monetary or

other unit. For example, the unit to measure the education component of human capital could

the percentage of people with a post-secondary education. The related measurement of flow

would be the enrollment rate in post-secondary educational institutions. 

Figure 12: Capital accumulation builds on stock and flow (source: author)

[133] In a variation to the mix of financial, physical and other units, Kulig et al. (2010, 126) propose to have only 
one measurement unit per type of capital which means that physical capital would be measured in monetary 
terms, natural capital in physical units etc.
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Observable variable: Unpacking the flow indicators further into relevant observable vari-

ables at the level of extractive projects renders the CCF accessible for corporate CSR assessment

and link the company performance with the capital dimension of development outcome. Under-

standing whether a company or an extractive project impacts the flow wit a accumulating or de-

pleting trend allows a statement about whether it has a positive or negative impact on the respec-

tive capital. Because of the many intervening and exogenous variables along the casual chain only

qualitative statement about capital accumulation are possible as we discuss in chapter V.4.

Figure 13: Structure of the CCF methodology (source: author)
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V.2. Stock and flow for physical, natural and human capital

We have compiled a set of stock components and flow indicators based on the litera-

ture. The identification of the most suitable proxies to measure stock components to some ex-

tent is subject to judgement – particularly in the intangible human and social capital. The same

holds for the identification of proxies for flow indicators that meaningfully relate to the stock.

To reduce the discretion and make the definition as transparent and unambiguous as possible,

we bear upon existing and well-defined criteria from a range of established indexes. This proce-

dure provides guidance to identify the observable variables and assess them during field research.

There is one caveat when using indexes. Many indicators are composite indexes con-

taining one or more processing steps’ of underlying indicators.134 This unhelpful as proxy for

stocks or flows since it is not clear what exactly they measure. For this reason, we only use non-

composite indicators that provide a metrics for the different individual aspects of e.g. of equality,

impartiality and civic action. Non-composite indexes include e.g. the Bertelsmann Transforma-

tion Index (BTI), the Political Risk Rating of the PRS Group (PRS), the Failed State Index (FSI),

and the Media Sustainability Index (MSI) among others. 

The full list of stock components and flow indicators are presented in table 1. 

Physical capital stock and flow: The stock components for physical infrastructure are straight-

forward. We grouped them around public infrastructure for transportation, utilities, social infra-

structure, and governmental buildings. Using monetary values as indicators for stock and flow

seems also reasonable. 

[134] Two examples of aggregated indicators from the POLCON V index on political constraints: 
a) The indicator on ‘independent judiciary’ is a combined result from ‘Law and order’ (taken from the Politi-
cal Risk Service ration) of 4 or greater plus the value on ‘constraint on the executive’ (taken from the Polity 
dataset) of 3 or greater. The result is then either 1 (i.e. judiciary is independent) or 0. For the purpose of this 
qualitative research, this is too rough-textured; other indexes such as the Bertelsmann Transformation Index 
offer a more nuanced rating of ‘independent judiciary’. 
b) the value on ‘effective legislative chambers’. The value is taken from the Polity datapoint ‘constraint on 
the executive’ (XCONST). A value ‘1’ (= effective) was given when XCONST is greater then ‘2’; if it’s be-
low, the value is ‘0’ (= not effective).
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What is lacking is an indicator that accounts for quality of investment. ‘Value for money’ is an

important variable, particularly in resource rich developing countries with weak governance. Re-

search finds that corruption increases cost of public investment and produces sub-optimal

results (Haque and Kellner, 2008). Because of the uncertainties surrounding the effects of public

capital expenditure, the European Central Bank warrants some caution in how far capital expen-

diture can be a substitute for the accumulation of financial assets in achieving intergenerational

equity and financial sustainability in oil-exporting countries (Sturm et al., 2009). 

To account for ‘value for money’ in infrastructure, we add the value of the Public Investment

Management Index (PIMI) (Dabla-Norris et al., 2010) as second indicator. The IMF provided in-

dicator assesses public investment efficiency across four different stages: Strategic guidance and

project appraisal, project selection and budgeting, implementation, and evaluation and audit. The

dimensions covered qualify this indicator as proxy for investment quality and value for money. 

Natural capital stock and flow: We adopt the stock and flow components of natural capital

from the proposal of the Joint UNECE/OECD/Eurostat Working Group on Statistics for Sus-

tainable Development (UNECE, 2009). Mandated to develop a framework to measure sustain-

able development using the capital concept, the Working Group modified the ANS to a ‘hybrid

capital approach’. Each natural capital stock is measured separately using physical units and ac-

counts for critical stock levels: Non-renewable resources (oil, gas, minerals), forests resources, a

reasonably stable and predictable climate, air that is safe to breath, high-quality water in sufficient

quantities, intact natural landscapes suitable for supporting a diversity of plant and animal life.

Human capital stock and flow: We employ a conceptualization of human capital that includes

physical and mental health (Sharpe, 2001), and use a definition of education that accounts not

only for the market-oriented productive functions but also for “the knowledge, skills, competen-

cies and attributes embodied in individuals that facilitate the creation of personal, social and eco-

nomic well-being” (OECD, 2001, 18; see also: Laroche et al., 1999, 89; OECD, 1998, 12). We

take the related indicators from the Joint UNECE/OECD/Eurostat Working Group on Statis-
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tics for Sustainable Development (UNECE, 2009). 

V.3. Stock and flow components of social capital

For social capital, we generate a set of stock and flow components that influence gener-

alized trust. Following the institutional conceptualization of social capital (chapter IV.3.3), trust

depends on the level of economic equality, equal opportunity (or: social equality), and impartiali-

ty (Rothstein and Uslander, 2005; Teorell, 2009). As fourth stock component we add collective

action and civil society tradition to reflect the role of civic networks and public participation in

the generation of trust.

a) Economic equality

For economic equality, the GINI index is an established measure of inequality and can

be used to measure stocks of economic inequality. Unfortunately, it is not available for the coun-

tries of the research sample and also not at the sub-national level. To measure the flows, i.e

processes that influence economic equality, two sets of indicators lend themselves to this task: 

I. The level of unemployment, ideally disaggregated by social or ethnic group and by gen-

der; a comparable measure is the size of the informal economy, which was found to be

highly correlated to inequality (e.g. Gutiérrez Romero, 2005; Saavedra-Chanduvi, 2007,

215);135 

II. The second flow indicator affecting the level of economic equality is the quality and im-

plementation of policies that promote private sector development. The Doing Business

(DB) index (IFC and World Bank, 2012) assesses elements that are relevant for small

and medium seized enterprises (SME): Starting a business, dealing with construction

permits, getting electricity, registering property, getting credit, protecting investors, pay-

ing taxes, trading across borders, enforcing contracts, resolving insolvency. The DB can

[135] According to Gutiérrez, the causal logic is as follows: “At high levels of inequality there is a smaller number 
of entrepreneurs in the formal sector and therefore little competition in the labour market, which is reflected 
in low salaries. Potential workers prefer to set up business in the informal sector than earn the low salaries 
offered. It is only when entrepreneurs (in the formal and informal sector) start expanding their scales of 
production that salaries will rise, reducing the gap between the earning of a worker and an entrepreneur. This
will be reflected in a decrease in inequality” (Gutiérrez Romero, 2005, 3).
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also be applied to sub-national and even city level.

b) Social equality or equality of opportunity

For measuring stock and flow of social equality, the social capital literature reviewed

(e.g. Rothstein and Stolle, 2008) suggests two complementary dimensions: The first dimension

looks at equal opportunity and access to services for different social groups. The Human Devel-

opment Index (HDI) is the most widely used indicator in this space. Yet, it has one weakness: It

measures potential human development of a given country if there was no inequality. The 2010

introduced Inequality-adjusted Human Development Indicator (IHDI)136 accounts for the exist-

ing level of inequality (Alkire and Foster, 2010) resulting in average loss in the HDI of about 23

percent (with a max loss of over 40 percent in Chad and Sierra Leone, and 33 percent in Sudan

(UNDP, 2011, 135-38)). Countries with lower HDI values tend to have greater inequality in

more dimensions – and thus larger losses in human development. Proxies to measure flow indi-

cators that affect social (in-)equality include: 

I. The extent to which individuals, women, ethnic or religious groups have equal access to

participation in society regardless of their social background, including access to public

services, especially education, and assistance mechanisms (‘equal opportunity’, BTI);

II. The extent of availability and effectiveness of social safety nets to compensate for

poverty and other risks such as old age, illness, unemployment or disability (‘social safe-

ty net’, BTI);

III. The quality of policy formulation and implementation, and the credibility of the gov-

ernment’s commitment to such policies (‘government effectiveness’, WGI; yet, the term

‘policies’ covers more than inclusive policies, Kaufmann et al., 2010).

The second dimension of social equality is the level of social tensions and conflicts. We

consider three manifestations: First, the level of groups aggrieved of injustice, institutionalized

political exclusion and denial of self-determination, as measured by the group grievances indica-

[136] http://hdr.undp.org/en/statistics/ihdi/ (March 28, 2012)
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tor (provided by the Failed States Index (FSI)).137 Second, ethnic tensions are found to retard the

formation of social infrastructure development significantly (Escaleras and Register, 2011). The

level of ethnic tensions within a country attributable to racial, nationality, or language divisions

(data are available from the Political Risk Service group (PRS) and from BTI). Third, the level of

homicide is – as an expression of felt powerlessness – statistically correlated to the (non-)exis-

tence of formal channels to voice concerns, participate in consultation and influence develop-

ment. The Global Study on Homicide (UNODC, 2011) established that a country’s homicide

rate is positively correlated with development indicators and rule of law: Where development

levels are low, inequality is high and rule of law is absent, homicide rates tend to be high (UN-

ODC, 2011). The intensity of armed violence including urban and gang-related violence as pro-

vided by datasets on violence and homicide.138 Proxies to measures the availability of mechanism

to mediate social tensions and conflicts include: 

I. The extent to which institutionalized forms are available for representation and dia-

logue to mediate between societal groups and the state (‘political and social integration’,

BTI); 

II. The extent to which the political leadership involves civil society actors in the political

debate, the identification of political goals, and the formulation of policies. Civil society

actors include civic, economic and professional interest associations, intellectuals, sci-

entists, journalists and local political representatives (‘level of civil society participation’,

BTI);

III. The extent to which the political leadership is able to manage political cleavages so that

they do not escalate into irreconcilable conflicts. Cleavages are significant and protract-

ed divisions of society that are often, but not necessarily reflected in the party system.

Cleavages may be manifested in ethnic, class, regional or religious conflicts. Depolariz-

ing such structural conflicts and establishing as broad a consensus as possible across the

dividing lines prevents society from falling apart (‘cleavage and conflict management’,

BTI).

[137] http://www.fundforpeace.org/global/?q=indicators

[138] http://go.worldbank.org/NRVI5T44Y0
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c) Impartiality

The third proxy for the stock of generalized trust is the level of impartiality. It addresses

the output dimension of governance, i.e. the impartiality and procedural fairness of order institu-

tions and street level administration (Rothstein and Stolle, 2008). One stock indicator is the trust

of citizens in public institutions; it is available for countries included in the World Value Survey

(WVS).139 Another stock indicator is the level of corruption, i.e. the use of public office for pri-

vate gain. Typically, three forms of corruption are distinguished: a) Bureaucratic or petty corrup-

tion – a vast number of public officials abusing public office to extract small bribes or favors; (b)

grand corruption – misuse of vast amount of public funds by a relatively small number of offi-

cials; and (c) state capture or regulatory capture – collusion among public and private agents for

private benefit (Huther and Shah, 2000). Corruption indicators are available from Transparency

International (Corruption Perception Index, CPI),140 WGI or PRS.

Suitable flow indicators can be grouped around administration, rule of law, and integrity: 

I. The first group assesses the quality of civilian administrative structures. They measure

the existence of an administrate structure, the institutional strength, expertise and quali-

ty of the bureaucracy and the day-to-day administrative functions; further they measure

their autonomy from political pressure and the extent to which they have an established

mechanism for recruitment and training (‘basic administration’, BTI; ‘bureaucratic qual-

ity’, PRS);

II. The second group assesses the legal system: a) The extent to which the courts can inter-

pret and review norms and pursue their own reasoning free from the influence of rulers

or powerful groups and individuals based on regulated appointment of the judiciary, ra-

tional proceedings, professionalism, channels of appeal, and court administration (‘inde-

pendence of the judiciary’, BTI); b) The perception of the confidence in the strengths

of the legal system and popular observance of the rules, in particular the quality of con-

tract enforcement, property rights, the police, and the courts, as well as the likelihood

of crime and violence (‘rule of law’ (WGI); ‘law and order’, PRS); 

[139] www.worldvaluessurvey.org

[140] http://www.transparency.org
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Capital Stock Stock components and indicators Flow indicators

Physical 
capital

Transport infrastructure, 
utilities, social infrastruc-
ture, public buildings

[A] Transport infrastructure (roads, 
bridges, railways, ports)

[B] Utility infrastructure (electricity 
and gas networks; water treat-
ment and distribution; waste-
water collection and treatment)

[C] Social infrastructure (hospitals, 
clinics schools, leisure)

[D] Public administration infrastruc-
ture (govt. and admin buildings)

[1] Quality-adjusted real net investment in 
infrastructure

[2] Depreciation in produced capital

Natural 
capital

Non-renewable resources
(oil, gas, minerals)

[A] Stock of proved, possible and 
probable oil, gas and mineral 
deposits

[1] Real net depletion of natural capital

Forests resources [B] Forest cover [1] Rate of deforestation

A reasonably stable and 
predictable climate

[C] Climate (Temperature deviations
from normal temperatures)

[1] Level of greenhouse gas emissions

Air that is safe to breath [D] Air (Ground-level ozone and fine
particulate concentrations)

[1] Level of smog-forming pollutant emissions

High-quality water in 
sufficient quantities

[E] Quality-adjusted water 
availability 

[1] Water abstraction rates
[2] Nutrient / pollutant loadings to water bodies

Intact natural landscapes 
suitable for supporting 
a diversity of plant and 
animal life

[F] Fragmentation of natural 
habitats 

[1] Conversion of natural habitats to other uses
[2] Habitat transformation and destruction

Human 
capital

Level of education and 
skills

[A] Education and Skills
(Percentage of the population 
with postsecondary education)

[1] Resources devoted to education, training
[2] Enrollment in post-secondary institutions

Health [B] Public health
(Health-adjusted life expectancy)

[1] Impact of industrial activities on public 
health

[2] Resources devoted to health system 
(Quality and accessibility of health system; 
Advancement of medical knowledge

Social 
capital

Generalized trust and 
adherence to norms

[A] Economic equality 
(GINI Index)

[1] Availability of employment
Unemployment rate
Size of informal economy

[2] Promotion of private businesses
Ease of doing business (DB)

[B] Social equality 
a. Equal opportunity

Inequality adjusted [HDI]
b. Social tensions and conflicts

Group grievances [FSI] 
Ethnic tensions [PRS]
Conflict intensity [BTI]
Homicide rate [UNODC]

[1] Realization of equal opportunity
Equal opportunity (BTI)
Social Safety nets (BTI)
Government effectiveness (WGI)

[2] Mediation of social tensions and conflicts
Political and social integration (BTI)
Civil society participation (BTI)
Cleavage and conflict management (BTI)

[C] Impartiality / procedural justice
Trust in institutions [WVS]
Corruption [TI, PRS, WGI, BTI]
a. Administration
b. Legal system
c. Integrity

[1] Effective Administration
Basic administration (BTI) 
Bureaucracy quality (PRS)

[2] Observance of legal system
Rule of law (WGI), Law and order (PRS)
Independent judiciary (BTI)

[3] Enforcing integrity
Integrity mechanisms (BTI)
Prosecution of office abuse (BTI)

[D] Collective action
Civil society tradition [BTI]
Media strength & diversity [MSI]

[1] Strength of civil society
Civil society participation (BTI)
Interest Groups (BTI) 

[2] Extent of associational activities (BTI)
[3] Freedom of expression (BTI)

Table 1: CCF indicators for stock and flow (source: author)
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III. The third group is concerned with bringing about and enforcing integrity: a) The extent to

which the government implements and monitors integrity mechanisms such as: Auditing of

state spending; citizen and media access to information; regulation of party financing; ac-

countability of officeholders (asset declarations, conflict of interest rules, codes of conduct);

transparent public procurement systems (‘integrity mechanisms’ BTI); b) the extent to

which the state and society end impunity, hold public servants and politicians accountable

and prosecute abuse of office (‘prosecution of office’, BTI).

d) Collective action

Finally, we include collective action as fourth proxy to measure generalized trust. The

focus is on the institutional scope of the voluntary sector that generates social trust. The exis-

tence of strong and visible voluntary organizations in society generates a belief in the utility and

rationality of collective action. (Wollebæk and Strømsnes, 2008). We use the extent of civil socie-

ty tradition in a country (BTI) as a stock indicator. It measures the long-term presence of public

or civic engagement, how numerous and active NGOs are, and assesses the existence of a civic

culture of participation in public life. We add as second proxy for collective action the existence

of a diverse and strong media sector (MSI)141 that provides citizens with with reliable news from

multiple news sources, where journalism meets professional standards of quality, and indepen-

dent media are well-managed businesses, allowing editorial independence (IREX, 2010). 

The following proxies are suggested to assess flows impacting the level of civic action: 

I. The extent of participation of civil society actors in the political debate (‘civil society

participation’, BTI). On a more institutional level the richness of associations and inter-

est groups to mediate between society and the political system and the degree of auton-

omy or whether they are integrated within authoritarian corporatist structures (‘interest

groups’, BTI); 

II. The extent of voluntary association of citizens for purposes of self-help, i.e. non-politi-

cal associations (‘associational activities’, BTI);

[141] http://irex.org/project/media-sustainability-index-msi
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III. The extent of freedom of expression granted to citizens, organizations and the mass

media, including the plurality of opinions in the media (‘freedom of expression’, BTI).

e) Caveats

The following caveats regarding the description of stock and flow indicators for social

capital apply: First, social capital addresses cross-cutting issues, giving it a matrix-character: Most

of the indicators used in the social capital assessment also apply to the other capitals, e.g. the ef-

fectiveness of policy could be applied to all capital domains. This is inherent to social capital

since it looks at how effective and efficient the government apparatus works. Second, some indi-

cators have more than one source (e.g. corruption). We have consciously chosen not to limit the

number. The flow indicators inform the identification of observable variables at the project level;

a broader range of options leads to more observable implications, improving overall data quality

(King et al., 1994, 19). Third, we strived to delineate the scope of each flow indicator to the

greatest extent possible. Some overlap remains (for example, the level of civil society participa-

tion is currently use in two flow indicators for social capital). The delineation needs to be further

improved based on insights from applying the CCF in a number of field level case studies. 

V.4. Observable variables and corporate responsibility

We have identified a set of 38 flow indicators that impact the level of 16 different stock

components, aggregated to four types of capital. Next, we link link the flow indicators with a

number of variables that are observable at the project level (independent variable). This builds

the last missing element of the causal chain linking extractive operations with the respective cap-

ital, which is the dependent variable. 

The causal chain in our model includes two intervening variables (flow, stock compo-

nents) and a number of exogenous variables corporations don’t have a final control over (among
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others: government’s revenue management decisions and governance behavior). The intervening

and exogenous variables have a major bearing on the dependent variable, limiting the explanato-

ry power of the independent variable. This limitation does not negatively affect our theory since

we do not perform an experimental case study. 

We use the model to understand the causal chain between company behavior and cap-

ital accumulation. The independent variable in our model serves as predictor variable. The scores

of the variable predict the effect on capital accumulation. Our interest is to establish whether the

effect of the variable causes a positive trend or a negative trend. If the assessment of the variable

results in a positive trend, we assume that the observable variable promotes capital accumulation

mediated through the causal chain. Ceteris paribus, if the assessment of the variable results in a

negative trend, we assume that this contributes to capital depletion. 

To build the assessment and scoring system for the predictor variable we a) identify the

appropriate observable variables at the project level (chapter V.4.1; b), define the criteria against

which we assess corporate performance (chapter V.4.2); and c) develop the scoring formula

(chapter V.5).

V.4.1. Observable variables

We identify for each flow indicator one or more variable(s) that can be observed on the

ground. More proxies on the ground provide richer information and increase the chance to get

at least some information where information is limited and access restricted. To be relevant, each

observable criterion has to meet the following criteria:

First, the variable must be meaningful: This is the case for criteria that satisfy the follow-

ing conditions: a) it is within the reach and discretion of company behavior and decisions; b) it is

materially significant in respect to the related flow indicator; c) it is significant in respect to the

extractive project; and d) it can be observed at the project level. To satisfy the condition set out,
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the list needs to include sector specific variables. For example, gas flaring is a key source of CO2

emissions in oil extraction but does not play a role in mining or any other TNC activity. We have

compiled the observable variables based on the literature and discussions with sector experts. 

Second, the wording of the variable must be specific: To be unambiguous and guide the

assessment, we require the wording of the observable variables to be specific and to relate to

company behavior, i.e. it asks for the extent of a positive impact on the flow indicator (or mini-

mize negative impact). Hence, the wording of observable variables involves normative criteria in-

forming the assessment of each variable.

Third, the proxy must reflect responsibility: The proxies identified represent areas of corpo-

rate activities that have a bearing on capital accumulation. Yet, this does not necessarily imply

that a company has the responsibility to actively engage in each domain. Specific responsibility

depends on the situation, applying the human rights impact and leverage criteria (chapter III.5.2);

we provide some general considerations in the next section. 

The observable variables are presented in table 2 to 5.

Physical capital

Stock & flow indicator Variables, observable at the case study level

Infrastructure
[1] Transport, utilities, social 

infrastructure, government 
buildings
Real per capita net invest-
ment in produced capital
Public investment efficiency
and effectiveness

[a] Extent and value for money of investment in roads, bridges, railways, ports that are not 
(or not exclusively) used for operations;

[b] Extent and value for money of investment in electricity and gas networks; water treat-
ment and distribution networks, sanitation, wastewater collection and treatment that are
not (or not exclusively) used for operations; 

[c] Extent and value for money of investment in hospitals, clinics schools, leisure that are 
not (or not exclusively) used for operations;

[d] Extent and value for money of investment in government and administration buildings.

Table 2: Assessment framework produced capital (source: author)
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Natural capital

Stock & flow indicator Variables, observable at the case study level

Non-renewable resources
[1] Real per capita net deple-

tion of non-renewable natur-
al resources

[a] Level and effectiveness of strategies and measures to optimize recovery rate

Renewable resources
[1] Rate of deforestation and 

net depletion of forest 
resources

[a] Minimization of deforestation during exploration, site preparation, construction and 
operation;

[b] Extent of reforestation of areas cleared for installations
[c] (Extent of reforestation activities not related to operational forest clearance;)
[d] Activities to reduce deforestation beyond operations (e.g. for firewood [cooking, brick 

making], construction).

Climate
[1] Level of greenhouse gas 

emissions

[a] Extent of monitoring, reduction and elimination of gas flaring;
[b] Extent of monitoring and reduction of other CO2 emissions. 

Air
[1] Level of smog-forming pol-

lutant emissions

[a] Extent of monitoring, reduction and elimination of toxic gas emission; 
[b] Extent of monitoring and reduction of noise and dust emissions.

Water 
[1] Water abstraction rates and 

water availability; 
[2] Nutrient / pollutant loadings 

to water bodies

[a] Extent of monitoring and minimization of water abstraction rates;
[b] Extent of monitoring and maintaining of water levels in relevant water bodies.

[a] Systems to monitor and minimize leakages and oil/toxic water spills; 
[b] Safety of dumping of tailings, waste and mud disposal.

Intact landscape
[1] Conversion of natural habi-

tats to other uses (habitat 
destruction)

[a] Minimization of land use for operations;
[b] Minimization of fragmentation, degradation, vegetation clearance, biodiversity impact, 

disruption and pollution to surface water and groundwater systems and flows.

Table 3: Assessment framework natural capital (source: author)

Human capital

Stock & flow indicator Variables, observable at the case study level

Education and skills
[1] Resources devoted to all 

forms of education and 
training

[2] Enrollment in post-sec-
ondary institutions

[a] Investment in and quality of education, training and skills development for employees;
[b] Investment in and quality of education, training and skills development for existing and 

prospective suppliers;
[c] Investment in and quality of education, training and skills development for the sector in 

the value chain (e.g.research, training of engineers, NOC)
[d] Investment in and quality of education, training and skills development for communities.

[a] Support to public policy development and implementation to promote education.

Health
[1] Public health 

Health-adjusted life ex-
pectancy
Health impact of industrial 
activities

[2] Level of resources devoted 
to health system

[a] Level of workplace health and safety: Prevention of diseases due to working conditions,
communicable diseases; access to health care; prevention of accidents;

[b] Provision of decent housing for workers, health and hygiene standards; 
[c] Monitoring and minimization of health and safety impacts for the local populations 

caused by operations (e.g. through emissions, disposal of waste, use of dangerous 
chemicals, failure of tailings or dams, transport movements; communicable diseases 
through migrant workers);

[a] Extent of support to the provision of health services
[b] Advancement of medical knowledge.
[c] Support to public policy promoting health services.

Table 4: Assessment framework human capital (source: author)
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Social capital

Stock & flow indicator Variables, observable at the case study level

Economic equality
[1] Availability of employment 

(unemployment rate) and 
size of informal economy

[2] Promotion of private busi-
ness (Doing business (DB))

[a] Share of national workforce;
[b] Elimination of discrimination in (ethnic) composition of workforce;
[c] Payment of decent wages and remuneration;
[d] Generation of direct, indirect and induced employment for local and national workers;
[e] Generation of employment in the broader economy;

[a] Support to economic policy reform on national or local level 

Social equality
[1] Equal opportunity:

Inequality (IHDI)
Equal opportunity (BTI)
Social Safety nets (BTI)

[2] Mediation of social ten-
sions and conflicts
Political and social integra-
tion (BTI)
Ethnic tensions (PRS)
Cleavage and conflict man-
agement (BTI)
Conflict intensity (BTI)
Homicide rate (UNODC)

[a] Support to revenue management schemes, schemes to smoothen revenue flows or to 
channel funds into investment projects;

[b] Support to the implementation and realization of access to public services;
[c] Support to the development of inclusive policies (e.g. PRSP, MDG);

[a] Information and consultation: Giving host communities and local stakeholders the possi-
bility to voice their concerns and express needs and demands regarding the extractive 
operations;

[b] Striving for free, prior and informed consent of affected communities to extractive 
activities;

[c] Minimizing and mitigating of threats to livelihood e.g. through temporary and permanent 
land acquisition, resulting in poverty, loss of food security, base of income, involuntary 
resettlement);

[d] Minimizing effect of operations on social cohesion, conflicts between local and migrant 
groups;

[e] Approach towards existing social tensions, conflict, conflict parties (direct and indirect 
through employment rules, selection of business partners etc);

Impartiality
[1] Effective administration

Basic administration (BTI)
Bureaucracy quality (PRS)

[2] Rule of law 
Law and order (PRS)
Independent judiciary (BTI)

[3] Integrity
Corruption (TI, PRS, BTI)
Integrity measures (BTI)
Prosecution of office abuse
(BTI)

[a] Support of capacity and professionalism of (street level) administration and state 
presence.

[a] Promotion of rule of law through effective corporate complaints procedures (accessible, 
responsive and based on known rules; balanced composition of settlement body);

[b] Keeping the security policy and deployment adequate to the thread and make contracts 
with public or private security providers public;

[c] Ensuring security forces are competent and behave human-rights compliant (i.e. re-
strain from harassing people and/or extorting favors, respect the rights of individuals 
and employees [freedom of association and peaceful assembly etc]; use of  force only 
when strictly necessary and proportional to the threat) and reporting any use of force;

[d] Fostering the capacity and professionalism of order institutions (e.g. through a) regular 
meetings with public security on security and human rights issues; b) advocating for ob-
servance of applicable international law enforcement principles; c) [in cooperation with 
others] human rights training and education for public security; d) efforts to strengthen 
state institutions to ensure accountability and respect for human rights);

[e] Promotion of rule of law by supporting access to the judicial system for local people;

[a] Maintaining integrity in contract negotiations so that the contract is balanced and does 
not favor one party (revenue sharing, exemptions, lack of flexibility to adapt to changing 
circumstances etc);

[b] Maintaining integrity in observance of not only the word but also the spirit of tax laws, la-
bor laws, environmental laws, environmental management plans and other regulations 
during implementation and operations;

[c] Maintaining integrity in lobbying practices for policy development and company regula-
tions in its own favor (e.g. local content requirements, tax and royalties, tax exemptions,
environmental regulations etc);

[d] Promoting integrity by avoiding that government officials and local elites can misuse 
their position (e.g. to charge fees from compensation payments) because of company 
business practices;

[e] Promoting integrity by advocating against impunity after human rights abuse related to 
protection of extractive installations;

[f] Maintaining integrity by practicing transparency and accountability at the local level and 
at the national level;

[g] Promoting integrity by supporting transparency, anti-corruption and accountability initia-
tives along the value chain. 
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Collective action
[1] Strength of civil society

Civil society participation 
(BTI)
Interest Groups (BTI) 

[2] Extent of associational ac-
tivities
Associational activities 
(BTI)

[3] Freedom of expression 

[a] Pursuing constructive interaction with interest groups in host communities and host 
countries;

[b] Fostering participation of civil society in the public (policy) discourse.

[a] Fostering associational social, cultural or self-help activities: Negative when companies 
push back a proactive role of associational activities. 

[a] Supporting the diversity and professionalism of independent media through constructive
engagement and/or other support to the sector.

Table 5: Assessment framework social capital (source: author)

V.4.2. Responsibilities

The accumulation of physical, natural, human and social capital over time indicates a

positive development outcome. Contributing to capital accumulation is a positive contribution to

development. The human rights framework introduces the idea that certain actors have duties to

facilitate and foster development (chapter II.2). While the state is the primary duty bearer,

defining corporate accountability is not straightforward. In chapter III.5 we have argued why

companies bear human rights responsibilities and why these responsibilities go beyond the ‘duty

to respect’ but also can include positive steps to fulfill human rights. As a reminder, we had

adopted the impact and leverage as guiding principles to assign responsibilities to corporations:

a) Corporations have unconditional obligations for effects resulting from their activities and

where their activities might contribute to violation through the relationships connected to their

activities; b) corporations face conditional obligations depending on their leverage in a given

context. To materialize as responsibility, the role and position of the corporation has to satisfy

the four conditions of a) closeness to the human rights violator or rights-holder; b) urgency of

the human right abuse; c) ability to make a difference; d) affordability to act alone or in coopera-

tion with others (for a more detailed justification of corporate human rights responsibilities see

chapter III.5).

Below we discuss the application of the criteria of impact and leverage in broad terms

at the level of the four types of capital (summarized in table 6; in table 2 to 5 we suggest the type
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of corporate responsibility for each observable variable). Bearing in mind that the appraisal on

the ground depends to a good amount on the particular preconditions and configurations in a

given instance, this discussion and the suggestions offer not more than a first general assessment

to inform the assessment of corporate responsibility during field research.

Physical capital investments are relevant to realize many human rights directly and indi-

rectly. Impact based human rights issues are related to land occupation, resulting displacement,

and defragmentation of land, particularly where operations and pipelines intersect with populat-

ed areas. Indirect impact based responsibility may arise when infrastructure is used for human

rights violations (e.g. through military campaigns in conflict areas) which can cause complicity.

These are procedural aspects which are dealt with under social capital.

Leverage-based responsibility in physical capital seems to be less of an issue. While companies’

ability to build infrastructure is high, the other criteria are less likely to be met. As general rule,

revenues from resource extraction provide governments with funds to build basic infrastructure.

It is not a responsibility of companies. If the government choses not to do so this would rather

evoke a corporate responsibility to exert pressure on the government to discharge their responsi-

bility than to act in its place. This is dealt with in the section on social capital. 

There may be situations where companies face responsibilities to provide infrastructure for

health, water and sanitation or shelter in areas where they operate be it for urgency reasons or to

minimize health or environmental impact of extractive operations. 

Natural capital is a key area of impact-based responsibility for extractive companies. The

large footprint on water, air and the ecosystem can directly and indirectly deprive the local popu-

lation but also others from realizing their human rights entitlements in various ways. Indepen-

dent of national laws companies face the responsibility to minimize impact, operate at least ac-

cording to international best practice and make reparations for damage incurred.
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Leverage-based responsibility in natural capital can become a situation specific issue but there is

little reason to assume a systematic responsibility based on the four leverage conditions, except

probably when natural disasters occur.

Human capital again is a key area of direct impact-based human rights responsibilities.

There is no disagreement about the corporate responsibility to fully uphold workers rights, to

pay living wages independent of the national minimum wage, to uphold workplace health and

safety and to provide decent housing and sanitation. Operations can lead to indirect impact

based responsibilities, e.g. where the influx of migrant workers causes social tensions or puts

community health at risk. 

Social capital: Impact based responsibility requires companies to promote equality and

behave impartial, to conduct genuine and regular consultation of the population, give access to

relevant operational information, particularly environmental impact and status, and to establish

and maintain independent and easily accessible complaints procedures. Indirect impact-based re-

sponsibility may arise in the form of complicity in direct human rights violations of the govern-

ment (e.g. forced evictions, behavior of security personnel) and not to undermine their capacity

to discharge human rights responsibilities through tax evasion, corruption, regulatory capture or

undue lobbying. Side-effects may apply as well, even in well-intended activities. For example,

companies may support the accession of the host state to voluntary governance initiatives to se-

cure the license to operate in their home market. Yet, where such initiatives have no enforce-

ment mechanisms (as e.g. EITI) this may result in a quasi-legitimization of predatory govern-

ment, may strengthen their bargaining position and reputation without necessarily improving

their human rights performance (Kolstad, 2012). 

Leverage-based responsibility in social capital development, i.e. the effectiveness of (public) insti-

tutions to promote equality and impartiality, is particularly explicit. First and foremost closeness:

The state-company relationship is very close because of the role the state plays in licensing, sur-

veying operations, and providing security. Often, the government (directly or through e.g. its
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NOC) has a stake in the operating company. This kind of closeness is even seen by John Ruggie

to generate corporate human rights responsibilities beyond the duty to respect (Ruggie, 2009,

para 64; Nolan and Taylor, 2009, 444). The urgency criterion ranks high as well: Fostering equali-

ty and equal opportunity and guarantee rule of law in an impartial manner are core duties of the

government and instrumental to realize human rights. While companies are not specialists in in-

stitution building and governance, the have the convening power to give weight to the issue and

address it in cooperation with partners. Most social capital concerns are less investment than be-

havior dependent rendering affordability high. This suggests that extractive corporations have

the moral obligations to promote the realization of human rights by putting pressure on host

governments involved in human rights abuses and/or not discharging their duties to fulfill.

Impact based responsibilities Leverage based responsibilities

Direct Indirect Closeness Urgency Ability Affordability

Physical Capital + + – -/+ ++ –

Natural Capital ++ + – -/+ – –

Human Capital ++ ++ -/+ + + +

Social Capital ++ ++ ++ ++ ++ ++

Key: – unlikely; -/+ possible; + likely; ++ very likely

Table 6: Indicative high-level human rights responsibility assessment extractive sector; for the justification of corporate human rights re-
sponsibilities see chapter III.5 (source: author)

Table 6 summarizes the likely extent of extractive corporations’ human rights responsi-

bilities in developing countries. It reveals more explicit responsibility in social capital and less in

physical capital, particularly in the area of leveraged based responsibility. The high-level assess-

ment suggests that companies should proactively contribute to building effective and impartial

institutions and promote rule of law. This finding contrasts with the observation that many com-

panies focus on the construction of schools, roads and dispensaries under their CSR program.
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V.5. Assessment metrics

In the proceeding section we have operationalized the human rights obligations and

discussed how they apply to the observable variables of the four types of capital. 

In this chapter, we develop the metrics to score each observable variable to evaluate

corporate performance. In doing so, we have to take into consideration that the level of data

available often is very limited. And where data and information is available, it tends to be about

input and output. Data about outcome and impact is even more scarce complicating the assess-

ment of effectiveness:142 For example, the amount of money invested or numbers about people

involved in a particular project does not say much about the development effect of the project.

Further, companies’ activities (as any other development project) can have negative externalities

or only be a short episode which, albeit positive, does not contribute to a lasting improvement of

the human rights situation. Investment in infrastructure may be obsolete if not embedded in a

wider (public) strategy that guarantees operations and maintenance of the facility.

To account for these limitations and not to pretend a level of accuracy the data avail-

able does not support, we use a minimalistic metric to assess development impact of extractive

companies. The metric is informed by the two key properties of the notion of capital: The varia-

tion in stock levels (accumulation and depletion) and the fact that managing stock levels requires

a long-term perspective. We discuss them in turn.

[142] In project evaluation and management output, outcome and impact are defined as follows: 
Output: The tangible products (goods or services) delivered by a programme or project (e.g. deliver manage-
ment trainings). --> project deliverables
Outcome: Results of a programme/project relative to its objectives (for example: improved capacity of an in-
stitution to manage, set and enforce policies) --> results, effects at purpose level
Impact: Positive and negative, primary and secondary long-term changes / effects produced by a programme/
project, directly or indirectly, intended or unintended. (e.g.: higher standard of living, increased food security,
democratic rule of law) --> intended change
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V.5.1. Capital accumulation versus capital depletion 

The first element of the metrics refers to capital as stock which can be augmented but

also destroyed. When assessing corporate activities the question is whether those activities have a

positive effect (i.e. can be considered as an ‘investment’, an accumulation of the capital stock),

whether the activities are neutral, (i.e. have no effect on the capital stock), or whether the corpo-

rate activities even have a negative impact to the effect that they lead to the reduction of the cap-

ital stock. 

We base the metric on a traffic-light indicator with a green-yellow-red status. It reflects

the difficulty to exactly quantify the impact but still allows a clear statement about the overall di-

rection of the impact. Building on the traffic-light logic we add one more distinction to the posi-

tive and negative valuation to render it more sensible: We disaggregate a positive trend (‘green’)

into ‘rather accumulating and ‘clearly accumulating’; a negative trend (‘red’) is correspondingly

disaggregated into ‘rather depleting’ and ‘clearly depleting’. The value that occupies the middle

ground, i.e. the boarder between positive and negative, is ‘impact neutral’, which means that neg-

ative impacts are mitigated and compensated so that there is no overall change compared to the

situation before and the human rights situation has not deteriorated. In annex II we provide for

each observable variable a description what a negative, neutral or positive trend represents. This

description was used as assessment guideline for the ranking.

The data that we are able to gather on the ground take on a ranked order but they have

no clear numerical interpretation. The difference between ‘rather accumulating’ and ‘ clearly ac-

cumulating’ is not necessarily the same as between ‘neutral’ and ‘rather accumulating’. Hence, an

ordinal scale is adequate to depict corporate performance.

To build the evaluation metrics we transform the five-step traffic-light logic into an or-

dinal data scale ranging from –2 to +2: clearly depleting equals –2; rather depleting equals –1;

rather accumulating equals 1, clearly accumulating equals 2 and impact neutral equals 0.
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Figure 14: CCF and oridinal data scoring (source: author)

Each observable variable is ranked and coded along the five-step ordinal data scale de-

pending on the impact trend on capital accumulation. We aggregate this ordered qualitative data

into different composites on flow and stock component level. The resulting aggregates is then

re-scaled according to the following arbitrary rule: a) If the aggregate equals 0 then the re-scaled

value is 0; b) if the aggregate value between <0 and -1, then the re-scaled value is -1; c) if the ag-

gregate value between <-1 and -2, then the re-scaled value is -2; d) b) if the aggregate value be-

tween >0 and 1, then the re-scaled value is 1; b) if the aggregate value between >1 and 2, then

the re-scaled value is 2 (figure 14).

Based on the argument of impact and leverage based responsibility it is possible also to

attach different weights to individual observable variables or to types of capital. Our argument

would suggest to increase the weight for observable variables that have an impact or leverage

based justification or to increase weight for social capital and decrease it for physical capital. At

the same time, situation specific factors play an important role in determining particular corpo-
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rate responsibility and information is often incomplete. We therefore prefer unweighted data in

the base model but suggest to consider the argument when interpreting the result (as we do for

our case study in chapter VIII.5).

The greatest weakness of this method is that the evaluation and coding of qualitative

data is a subjective process. It can negatively affect consistency of scoring when results of differ-

ent researchers are collated. In our case, this is compensated by the fact that all observable vari-

ables of all companies in the sample have been evaluated and coded by the same researcher.

To avoid such distorting variance in a situation where several researchers use the frame-

work to collect data for the same research project, attention must be paid to develop a coherent

understanding and application of the framework and align individual researchers’ assessment. A

pragmatic way to achieve this is that all researchers involved independently assess the same rep-

resentative case(s), compare results, discuss eventual differences and agree on a common inter-

pretation and application of the assessment and scoring of the observable variables.

V.5.2. Level of institutionalization 

We include a second type of variables to assess the level of institutionalization. It has

been identified to be instrumental to achieve consistent outcomes over time: First, it is a way to

ensure compliance with human rights obligations in the long-term. Second, capital accumulation

is a long-term process (but often takes much less time to destroy). Hence, to have a positive im-

pact on development, companies are expected to take a strategic long-term approach rather then

a short-term opportunistic approach. Third, extractive companies typically have a long-term

presence in a country that extends over 15 to 30 years due to the character of resource extraction

and the huge sunk investments. This means that companies involved in extractive projects do

have the time-horizon required for long-term perspectives.143 

[143] A positive example of a strategic intervention is the Anglo-American Zimele Empowerment Initiative. Anglo
American is a large mining firm with a significant portion of its assets in South Africa. The Anglo Zimele ini-
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An institutionalized approach embeds corporate responsibility concerns in stable, recur-

ring, rule-governed patterns of behavior. It assesses the context specific relevance of the topic,

incorporates processes in business strategy, management systems and business operations, and

arranges for monitoring, reporting, and corrective action (Wood, 2012, 91).

As indicators for the level of institutionalization we use the following proxies borrowed

from management literature. a) Strategic orientation: the company develops issue-specific strate-

gies, engagement plans and projects on how to deal with development relevant topics or how to

engage in a development activity; b) organizational management set-up: Relevant aspects (envi-

ronment, health and safety, human resource development, community relations and develop-

ment, government relations etc.) are incorporated into the management structure and processes.

Ring-fencing development initiatives from the business operations (e.g. through outsourcing or

setting up an independent company owned organization) is more likely to have positive develop-

ment impact;144 c) We assume that a company that has neither an institutionalized structure a)

nor b) takes an opportunistic approach. The combination of a) and b) on the other hand repre-

sents a systematic long-term oriented approach.

tiative aimed at offering venture capital for mining-related small and medium-sized businesses in South 
Africa. The company has put up around 15 million Rand (approximately USD 2m) to fund the capital of the 
scheme as well as management time and company contacts. A typical entrepreneur receives an injection of 
capital in return for a minority equity stake. The entrepreneur will then receive advice and often be given 
support in winning supply contracts with Anglo American. The scheme has been running since 1998 in its 
current form. As of 2010, the fund had invested in 509 businesses, which collectively employed 9,514 people
with annual revenues of USD 215m. In 2006 it was reported that the failure rate was 50% of the national av-
erage. 55% of Zimele companies are no longer dependent on financial support from the scheme, their initial 
minority equity stakes having been sold by Zimele.
The fact that these small firms are backed by Zimele acts as a form of recommendation implying that the 
standards of services/products will be of a good quality. Furthermore, Zimele’s promotion of good business 
practice, including debt servicing, fulfillment of contractual obligations and so forth is important in con-
structing the type of business culture that is essential for generating an entrepreneurial culture within South 
African society.
The Zimele project is a Black Economic Empowerment (BEE) initiative which means that it is not a purely 
CSR driven measure and the promotion of BEE via legislative means was central. From Anglo American’s 
perspective the existence of a growing network of new suppliers is important as it validates their commercial 
decision to focus upon subcontracting and enables them to meet the BEE targets set by the government 
(Jones et al., 2007; 2001; Porter, 2011; Wise and Shtylla, 2007; Anglo American and International Finance 
Corporation, 2008) 

[144] A positive case for this is e.g. the case for the Akassa community development project in Nigeria conceptual-
ized and implemented by an international NGO on behalf of Statoil, initially also BP, now ChevronTexaco 
(Chen, 2007, 37; Frynas, 2005, 593).
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The assessment and scoring framework is summarized in table 7. 

Capital

Impact on capital accumulation / depletion Management approach

Clearly 
depleting
(-2)

Rather 
depleting
(-1)

Neutral

(0)

Rather 
accumulat-
ing (1)

Clearly 
accumulat-
ing (2)

Oppor-
tunistic

Strategic Institutio-
nalized

Physical

Natural

Human

Social

Table 7: Overall-Matrix to assess CSR performance of extractive companies
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VI. Case study: Methodological considerations

In our attempt to assess the corporate CSR performance of IOCs and INOCs operat-

ing in Sub Saharan Africa, we first inquired into CSR theory in order to understand the rationale

of CSR and its capability to guide the CSR behavior of IOCs and INOCs (chapter II and III).

Next, we have developed the CCF as a methodological framework to conduct the empirical as-

sessment (chapter IV and V). Now, we apply the CCF to a sample of IOCs and INOCs. This

chapter introduces our approach to the case study (chapter VI): We present the research strategy,

the selection of the sample companies, and the data collection. We then discuss the challenges

we faced during field research, where access to information proved to be a challenge at times.

We conclude this chapter by providing the political economy background of natural resource ex-

traction in the countries where our sample companies operate. Chapter VIII presents the find-

ings from the case study.

VI.1. Research design and strategy

For the empirical test of our hypothesis we apply the CCF to a sample of IOCs and

Asian INOCs. The test takes the form of a case study for two reasons: First, a quantitative large-

n study is not a workable option because of data limitations: a) The number of extractive

projects in Sub Saharan African countries where Asian INOCs have a reasonable number of

years of track record in extractive operations beyond exploration is too small; b) there is not

enough data available at company level to satisfy a quantitative analysis. Second, a large-n study

only allows to analyze certain aspects of a complex reality (van Evera, 1997). In contrast, a single

case or a few cases allow a greater complexity in their enquiries and the contextualization of the

object studied (Rueschemeyer, 2003). This approach better suits the complex nature of corporate
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responsibility as established in the theory chapters. It particularly allows to account for the fact

that the extent of leverage based corporate responsibility in a project depends on the state as pri-

mary duty bearer and not to the company alone (chapter III.5).

Case studies require efforts to control for the effect of perturbing third variables (van

Evera, 1997, 51). For this reason we select companies for our sample which work in a uniform

setting. In extractive operations this is mainly defined by the governance situation. Hence, ideally

all companies work in the same country under the same government and local political condi-

tions or at least in countries with comparable political conditions. 

To further control for the effect of omitted variables we follow the methods proposed

by King, Keohane and Verba and increase the number of observations to enrich the data enter-

ing the CCF. This increases the efficiency of our inference and renders our conclusions more ro-

bust (King et al., 1994, 208ff). The first method, the ‘same measure, new units’ approach, is inte-

grated in the CCF design: The framework captures a broad range of observations (‘units’) on

corporate responsibility behavior for each firm; the independence of the units is strong at the

level of the twelve stock components and the 39 flow indicators to which the 61 observations

are related, although not every observation represents an independent test of the theory. Second,

the ‘same units, new measures’ approach: We increase the number of observations by adding

more cases (i.e. firms) to the sample. We report in the next section on case selection on how we

balanced the trade-off between maximizing the number of companies and securing the same

background.

Even when controlling for omitted variables to the extent possible, the generalization

of case study results is more difficult than generalizing results from quantitative studies. In our

case it would be difficult to generalize the results to countries with a political configuration that

differs significantly from the case study situation without performing additional tests. We discuss

this further in the concluding section.
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VI.2. Case selection

The selection of the case study sample has to control for bias and avoid that systemic

differences are present that would have a consistent influence on certain variables. In the case of

extractive companies, bias can result from the country context in which they operate and from

the composition of the operating company sample. Our selection therefore has to satisfy two

conditions: it must provide a uniform background to the sample companies and a representative

mixture of Asian INOCs and IOCs. 

We start with the identification of INOCs for two reasons: first, the number of African

countries where INOCs with a reasonable operational track record (beyond exploration) was

limited to Angola, Sudan and Zambia at the time of our case selection. Second, the existing liter-

ature on IOCs and their CSR performance is much richer (see e.g. Frynas, 2005) than for IN-

OCs. Giving priority to INOCs adds more to the literature and at the same time it is possible to

get comparative information on the CSR performance of IOCs if required.

We select Sudan (as it existed before today’s South Sudan declared independence on

July 9, 2011) as the primary country from which we select INOC projects for three reasons:

First, INOCs from China, Malaysia and India have had a large footprint in the country for over a

decade with four operating companies:145 Great Nile Petroleum Operating Company (GN-

POC),146 White Nile Petroleum Operating Company (WNPOC),147 Petrodar and PetroEnergy

(table 8). Second, operations are on-shore, which exposes oil companies more to local communi-

ties than do off-shore activities as for example in Angola. Third, due to the civil war the oil sec-

[145] There are other companies in Sudan which are not included because they have no significant operations on 
the ground yet: Advanced Petroleum Comapny APCO holds a concession in the western part of Sudan, part-
ly in Darfur. APCO is a Sudanese consortium with Geneva-based Cliveden participating. Cliveden was also 
holding in Chad the large concession H but sold 50% to the Chinese CNPC and China International Trust 
and Investment Corporation (CITIC) who also assume the operator role http://www.apco-sd.com/html/
cliveden.htm
The Red Sea consortium holds an offshore license in the Red Sea. Both are not yet on stream.

[146] Canadian company Talisman was initially part of the consortium but sold its shares in GNPOC to CNPC.

[147] Swedish/Swiss firm Lundin was initially part of the consortium and sold its WNPOC shares to Petronas.
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tor of the Sudan is under-researched compared to e.g. Chinese mining companies operating in

Zambia. 

As a downside, the presence of IOCs in Sudan is limited. Lundin and Talisman were

initially part of the GNPOC and WNPOC consortia but sold their shares to INOCs (for details

see chapter VII.1). The only IOC in Sudan is French Areva which has been involved in the gold

mining company Ariab in Eastern Sudan since 1990.148 Yet, Areva only holds a 40% share, al-

though bringing know-how and technology; the majority owner of Ariab is the Sudanese govern-

ment with a 56% shareholding. Conscious of this limitation, we have added Ariab to the sample. 

Block(s)
[Start of

concession]

CNPC
(China)

Sinopec
(China)

Petronas
(Malaysia)

ONGC
(India)

Tri-Ocean
(Egypt)

Sudapet
(Sudan)

GNPOC
1,2,4
[1997]

40% – 30% 25% – 5%

WNPOC
5A

[2001]
– – 68.875% 24.125% – 7%

Petrodar
3,7

[2001]
41% 10% 40% – 3% 6%

PetroEnergy
6

[2006]
95% – – – – 5%

Table 8: Petroleum operating consortia in Sudan led by INOCs (2011) (source: author, based on company information)

Since the options for a direct comparison of INOCs and IOCs in Sudan are limited, we

add companies working in neighboring Chad to the sample. The biggest oil operations are run by

Esso Exploration and Production Company International (EEPCI), an ExxonMobil (50% own-

ership) led consortium, joined in the venture by Petronas (35%) and Chevron (25%). The second

operation is run by China’s CNPC (CNPCIC), which took over from the Canadian Encana in

2007.

Chad is a good complement to Sudan since the two countries share a similar socio-politi-

[148] The second Western extractive firm is the French oil company Total. The company has held a concession on
a large area in the South since 1980. Total has not even started exploration, rendering a comparison futile. 
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cal environment and history of the oil sector. First, Sudan and Chad are both ruled by leaders

who took power in a coup in 1989 and 1990 respectively, and their legitimacy remains contested

by opposition groups (International Crisis Group, 2008; Mantzikos, 2010). PRS149 classifies both

countries as one-party states with a high involvement of the military and security apparatus, fac-

tionalized elites, restricted press freedom, low transparency levels, a weak record on human

rights and rule of law, and impediments hindering civil society and political parties (PRS Group,

2011),150 The governance indicators identified in chapter V show a high correlation for Chad and

Sudan confirming the similarity of the socio-political environment (table 9).

Second, the two countries share a long history with the Zaghawa ethnic group living on

both sides of the border and pastoralists crossing in search of pasture. For decades, Sudan em-

ployed thousands of Chadians in the cotton industry. The two countries also share a conflictive

history accusing each other of supporting and hosting rebel groups since the late 1980s. In 2010,

the two sides signed a normalization agreement, the ‘Accord de N’Djaména’ to end the proxy

war (Tubiana, 2011). In contrast to earlier agreements, this one has survived up to now. 

Third, both countries discovered oil in the 1970s and serious production and export

started in 1999 (Sudan) and in 2003 (Chad) respectively. In both countries, petroleum revenues

account for around 60% of government revenue and over 90% of all exports (figure 15). When

comparing the oil sector with the total GDP or the size of the government budget, the oil indus-

try plays a more dominant role in Chad in relative terms (table 10). Gold mining plays some role

in Sudan with production of 1’900 to 2’300 kg/a through Ariab (USGS, 2011a). In Chad mineral

production is negligible with around 100-150kg/a gold from artisanal mining (USGS, 2011b). 

[149] The Political Risk Service Group defines the de-facto one-party state as “a government/executive that has 
served more than two successive terms, or where the political/electoral system is designed or distorted to en-
sure the domination of governance by a particular government/executive; Holding of regular elections as de-
termined by constitution or statute; Evidence of restrictions on the activity of non-government political par-
ties (disproportionate media access between the governing and non-governing parties, harassment of the 
leaders and/or supporters of non-government political parties, the creation of impediments and obstacles af-
fecting only the non-government political parties, electoral fraud, etc.). (http://www.prsgroup.com/
ICRG_Methodology.aspx, May 13, 2012).

[150] Other resource-rich countries in Sub-Saharan Africa that share the same governance situation would be: An-
gola, the Republic of Congo, Gabon, and Equatorial Guinea.

 139



Unit / range (years, if different)

Chad Sudan
2003 2006 2012 2003 2006 2012

Adjusted Net Savings1 %GNI (2000, 2005, 2008) 1.59 -36.13 -48.92 -9.99 -8.28 -12.59
Physical Capital
Public Investment Efficiency2 1-4 (2010) 1 1.07
Natural Capital
Forest and other wooded land3 1’000 ha (1990, 2000, 2010)  23’180  21’775  20’372  134’463  124’644  120’173
Forest loss 1990-20103 %, from 1990-2010 12.11 10.63
Energy depletion1 USD (2000, 2005, 2008) 0.00 53.71 43.66 11.34 13.06 19.15
Human Capital
Education

Public expenditure on education4 % gov. exp. (2004, 2005, 2010) 7.67 10.12
Public expenditure on education4 % of GDP 2.12 2.78
Secondary enrollment4 % of age group 15.12 16.83 24.83 31.18 33.07 38.98
Inequality-adjusted education % loss of index value (2011) 43.4
Health

Under 5 mortality rate5 /1’000 births (2000, 2005, 2009) 205 209 209 115 111 108
Public expenditure on health5 % of GDP (2000, 2005, 2009) - 1.9 2.7 - 1.4 1.3
Health expenditure per capita4 current USD (2000, 2005, 2009) 10 25 28 12 28 94

Health expenditure, public4 % health exp. (2000, 2005, 
2009) 42 42 20 27 34 28

Inequality adjusted live expectancy5 % loss of index value (2011) 33 52
Social capital
Equality

Loss adjusted HDI5 % loss in HDI value (2011) 40.1
Regulatory quality6 -2.5 - 2.5 -0.9 -1.1 -1.1 -1.3 -1.2 -1.4
Social safety nets7 1-10 2 3 3 2 2 1
Equal opportunity7 1-10 2 2 2 2 2 3
Political and social integration7 1-10 2 3.7 2.7 4 3 3.3
Group grievances8 1-10 8.5 9.4 9.7 9.9
Cleavage and conflict 
management7 1-10 2 3 3 1 4 2

Conflict intensity7 1-10 8 7 8 10 10 9
Homicide rate9 per 100’000 (2002, 2008) 11.6 19 30.4 28.6
Impartiality

Basic administration7 1-10 4 3 2 4 2 3
Rule of law6 -2.5 - 2.5 (2003, 2006, 2010) -1.2 -1.5 -1.5 -1.6 -1.3 -1.3
Independent judiciary7 1-10 4 3 2 2 2 3
Corruption10 1-10 1.7 2 2 2.3 2 1.6
Prosecution of office abuse7 1-10 4 3 3 2 3 2
Collective action

Freedom of expression7 1-10 4 4 3 2 2 2
Freedom of press11 1-100 (2003, 2006, 2011) 33 27 25 16 15 22
Civil society tradition7 1-10 (1 = very strong) 8 10 9 10 8 6
Civil society participation7 1-10 2 3 3 1 2 2
Associational activities7 1-10 4 6 4 2 3 4
Interest groups7 1-10 2 3 3 4 2 4

Table 9: Development indicators for Chad and Sudan (sources: 1: World Bank, ANS dataset; 2: IMF; 3: FAO, Global Forest Re-
source Assessment; 4: World Bank, World Development Indicators; 5: UNDP, Human Development Indicators; 6: World Bank, 
World Governance Indicators; 7: Bertelsmann Transformation Index; 8: Fund for Peace, Failed States Index; 9: World Bank, Homi-
cide dataset; 10: Transparency International, Corruption Perception Index; 11; Freedom House, Freedom of the Press)
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However, there is also a major difference between Sudan and Chad: The stance of the

Western powers towards the two neighbors has been very different over the last two decades.

This difference has also resulted in the particular configuration of IOCs and INOCs we see to-

day in Sudan and in Chad respectively. When Sudan promoted an Islamic state and hosted Is-

lamic activists, the Clinton administration listed Sudan as a state sponsor of terrorism in 1993

and a trade embargo was imposed in 1997 (Arya, 2009). US companies could not work in Sudan

anymore and Western NGOs successfully pressed IOCs to withdraw from the oil sector in the

early 2000s.151 

Figure 15: Share of oil and gas in total exports and government revenues in African countries, 2006 (source: International Energy 
Agency, 2008, 357)

In the wake of the Darfur crisis the West reinforced its stance: The Sudan divestment

campaign caused US President George W. Bush to sign the Sudan Accountability and Divest-

ment Act (SADAT) in 2007. It prohibits federal and state contracts with foreign companies ac-

tive in Sudan’s oil, mining, power and military sectors (Patey, 2009). The International Criminal

Court (ICC) issued an arrest warrant for Sudan’s President Omar Hassan al-Bashir for war

[151] The key divestment was in 2003, when Canadian company Talisman sold the 25% share it held in the 
GNOPC consortium. See Talisman Energy, Form 6-K, Report of Foreign Issuer, filed May 7, 2003, http:/
/investor.shareholder.com/tlm/secfiling.cfm?filingID=201283-03-24 (8 January 2012).
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crimes and crimes against humanity in Darfur in 2009, further isolating the country. 

Table 10: African Countries’ Oil Exports 2004-2008 (source: African Development Bank AfDB, 2010, 18)

In contrast, the Chadian regime is firmly supported by the West (Hansen, 2011; In-

ternational Crisis Group, 2011a). French troops stationed in Chad did not oppose when Idriss

Déby took power in 1990 and have provided support on a number of occasions to prevent him

from being ousted, including most recently during the coup attempt in February 2008. France is

interested in using Chad as a training ground for its military and in maintaining a military pres-

ence to safeguard French citizens and economic interests – both in Chad itself and neighboring

countries. Chad participates in the US sponsored Trans-Sahel Counter-Terrorism Partnership.

Chad receives substantial military assistance and USAID funding from the US, which sees politi-

cal stability in Chad as essential for safeguarding both Chadian oil supplies to its domestic market

and investments by large US oil companies in the country, as well as for curbing the influence of

al-Bashir and Islam in the region. 

The West also supports its oil industry in Chad. When a Chevron-led oil consortium was con-

cerned about the risk of expropriation and feared that the association with an authoritarian
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regime would raise the ire of human rights activists the World Bank took on the role of the in-

ternational guarantor. The Bank’s aim was to show that natural resource wealth could successful-

ly promote widespread economic development in a socio-political environment like Chad. 

The differing stance of the Western countries towards Sudan and Chad has resulted in

the current company structure in the oil sector of the two countries: Without the support of the

World Bank Group, Exxon would not operate in Chad.152 And without the US boycott and the

pressure of human rights activists, Sudan would not have turned to INOCs.153 

Operating company
Parent Companies / Owners
(Italic = lead operator)

Remarks

Western companies (IOC)

Ariab Mining Company Areva (40%), Sudan Government 
(56%), CCI (4%)

Senior management is composed of Su-
danese Government and Areva

Esso Chad ExxonMobil (50%), Petronas (35%), 
Chevron (25%)

Asian companies (INOC)

GNPOC CNPC (40%), Petronas (30%), ONGC 
(25%), Sudapet (5%)

Senior management is composed of 
CNPC, Petronas, ONGC and Sudapet

WNPOC Petronas (68.875%), ONGC (24.125%), 
Sudapet (7%)

Senior management is composed of 
Petronas, ONGC, Sudapet

Petrodar CNPC (41%), Petronas (40%), Sinopec 
(10%), Sudapet (6%), Tri-Ocean (3%)

Composition of senior management 
unknown

CNPCIC CNPC (100%)

Table 11: Company sample (source: author, based on company websites)

[152] The option to turn East would have been more difficult for Chad at that time since it recognized Taiwan in 
1997, severing relations with China. Chad shifted its diplomatic relations back from Taiwan to China in 2006 
to limit its dependence from Western companies in the oil sector. Since then, China has become a major 
player in transport infrastructure, construction of cement factories, oil production and refining. 

[153] The US sanctions against Libya from 1980-2004 had a similar effect on the presence of IOCs: “In the 1980s, 
Libya was hit by a series of US sanctions which caused the departure of all US oil companies. Exxon and 
Mobil (now ExxonMobil) were the first to exit in 1982. Amerada Hess, Conoco, Grace Petroleum, 
Marathon, and Occidental exited the Libyan oil sector in 1986 following the US Executive Order 12543 
which prohibited commercial transactions with Libya. In 1996, the US introduced the Iran and Libya Sanc-
tion Act directed towards persons that make investments that contribute to the enhancement of Libya’s pe-
troleum resources or enhance Libya’s ability to develop its petroleum resources. The sanctions had an ad-
verse impact on investment in the oil sector. The Libyan authorities had no option but to negotiate and try 
to attract European oil firms in an attempt to counteract the impact of US sanctions. The Libyan authorities 
had no option but to negotiate and try to attract European oil firms in an attempt to counteract the impact 
of US sanctions: “[T]he presence of the sanction regime did not hamper the entry of foreign oil companies. 
However, it affected the mix of foreign oil companies operating in Libya with large presence of European oil
companies” (Fattouh, 2010, 4-5).
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To sum up: Our sample includes the following INOCs: a) four operating companies of

which the Chinese CNPC is the lead operator (GNPOC, Petrodar, PetroEnergy, CNPCIC).

From the four we remove PetroEnergy because of the almost total lack of data. The sample fur-

ther includes WNPOC of which the Malaysian Petronas is the operator. In the IOC sample we

have Esso Chad and Ariab, leaving IOCs slightly underrepresented. As argued earlier, this can be

accepted given that more information on IOCs are available; adding IOCs from a third country

would go beyond the capacity of this research and add additional challenges regarding the coun-

try selection (table 11). The government ownership in Ariab is higher than in the oil companies

in Sudan (see table 8). We do not see that this introduces additional bias for the fact that in the

oil companies Sudapet always provides the Vice President and controls the security department.

Our research sample also illustrates the increasing cooperation between IOCs and IN-

OCs as discussed in chapter III.4: In Esso Chad, Petronas holds a 35% share, and in CNPCIC,

CNPC was partner to the Canadian Encana before the IOC sold its interests; in GNPOC and

WNPOC Talisman, Lundin and the Austrian OMV worked alongside CNPC and Petronas re-

spectively before the IOCs pulled out (for details see chapter VII.1 and VII.2). We do not expect

that this introduces a bias into the data. First, Petronas has no active management function in

Esso Chad; second, the IOCs pulled out at least four years before our research (CNPCIC) or

even earlier. On the other hand we cannot completely rule out the possibility of a ‘legacy effect’.

We consider this possibility in the interpretation of the data.

VI.3. Data collection

The goal of data collection is to gather information on each observable variable of the

CCF and for each company. This allows us to establish the direction of the company’s effect and

the likely magnitude of the trend. Since this assessment to some extent is a subjective judgment,
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the quality of data that informs the assessment is decisive for the result we get. To base our as-

sessment on information that is as comprehensive, rich and balanced as possible, we gathered in-

formation and views on the same topic from a broad range of stakeholders, including oil compa-

nies, local and national government, host communities of extractive activities, civil society,

NGOs, international organizations, academia, and media.

Data collection includes desk and field research. Desk research is used to gather back-

ground information (on the countries, oil sector, companies, projects etc.), statistical information

(on resource extraction, development indicators), published documents (company websites, poli-

cy papers) and secondary literature including existing research.

The field research in Sudan and in Chad has the primary goals of a) gathering local level

information and views on corporate responsibility performance from the different stakeholder

groups; b) understanding company-government relations; and c) getting a first hand understand-

ing of the governance of the extractive sector. 

The main methodologies employed are interviews, observation, and document analysis.

VI.3.1. Interviews

Conducting interviews is our key methodology applied for data collection. It allows to

gather data from different stakeholders relatively quickly; immediate follow-up questions and

clarifications are possible. To get detailed and in-depth information we have paid attention to re-

lationship and trust building with key informants in companies, the government sector, civil soci-

ety and academia over a prolonged period. This has yielded results and the information gathered

through subsequent interviews and conversations with the same persons became richer and

more nuanced (Marshall and Rossman, 2010; Rubin and Rubin, 2005).
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While interlocutors became more comfortable sharing information, the politicized environment

of resource extraction has put limitations to this, particularly when interviewing government offi-

cials and company representatives. We discuss this in more detail in chapter VI.4,

a) Identification of interviewees

In preparation for the field work, we have put together a list of stakeholders to be inter-

viewed, including oil companies, local and national government, host communities of extractive

activities, civil society, NGOs, international organizations, academia, and media. To the extent

possible, we also identified their respective functions within the organizations. We received valu-

able input to the list from preparatory interviews conducted in Switzerland: For Sudan, we con-

ducted two preparatory interviews with Julian Hottinger, a diplomat who was involved in con-

flict mediation on behalf of the Swiss government for over a decade, and an interview with

Christine Batruch from Geneva based Lundin Oil corporation which left Sudan in 2005; we con-

ducted a third interview with the then ambassador of Sudan to the UN in Geneva who was kind

enough to provide us with a letter of introduction to the Minister of Petroleum. For Chad, we

conducted preparatory interviews with Frank Haupt and Lorenz Kummer from Swissaid; the

Swiss NGO is supporting local civil society organizations focusing on oil issues in Chad. We also

interviewed Ruedi Küng, a journalist who is working on oil issues in Chad.

The resulting list guided our search for interviewees during field work. We had two en-

try contacts in Sudan and one in Chad. They were instrumental in setting up the first few meet-

ings. Additionally, we employed the snowball technique: We asked interview partners for con-

tacts in institutions on our list or for institutions that fit our stakeholder list. We also asked for

additional suggestions about experts on topics they had mentioned during the interview. 

As the case of Sudan illustrates, this approach worked well. We managed to interview

representatives of nearly all the stakeholders that we targeted: In the course of our field work, we

interviewed the minster of petroleum in the Government of National Unity (GNU), a Southern-

er at that time, several representatives of the GNU regulatory institution, the Sudanese Petrole-
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um Corporation (SPC), on numerous occasions, and representatives of the ministry of oil of the

Government of Southern Sudan (GoSS). We interviewed over fifteen people from three operat-

ing companies; some of them had worked previously in the same company under Western man-

agement. We talked to numerous academics from the social sciences, economics and engineer-

ing, to independent consultants and researchers, some working on human rights, conflict and

civil society issues, others for environmental groups, and those working for the extractive indus-

try through e.g. carrying out environmental impact assessment studies. We interviewed journal-

ists working for local media, representatives from local civil society initiatives in human rights

and the environment, the Norwegian Oil for Development Initiative, and representatives from

UNDP and UNEP. We also had discussions with senior managers of the two largest fully Su-

danese owned private sector companies, both not directly involved in the extractive industries.

In Juba and Port Sudan, we talked to leaders of communities affected by extractive operations.

The full list of interview partners for Sudan and Chad is provided in Annex I. 

With the selection of informants, the issue of bias arises and the challenge of taking

into accunt their potential partiality in order to form a balanced view of the situation. Our strate-

gy was to include, wherever possible, more than one representative so as to have more data with

which to understand and triangulate the varying positions and views during data processing. We

followed this strategy although it required substantial patience and persistence.

b) Interview methods

Our interviews took the form of key informant interviews, i.e. our informants were in-

dividuals who could provide valuable information about oil extraction based on their knowledge

and previous experience with the topic. We employed two types of interview methods, semi-

structured topical interviews and informal conversational interviews (Patton, 2002, 341-47; Mar-

shall and Rossman, 2010; Rossman, 2003). 

We based the semi-structured interviews on a checklist of subject areas we wanted to
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explore during the interview. This provided us with the flexibility to adapt to the interview part-

ner, follow the way he or she framed and structured the responses, and pursue certain questions

in greater depth with follow-up questions, clarifications and elaboration. At the same time, the

checklist provided us with the necessary systematization to make sure we gathered information

on the same topics with all interview partners.

After the first two interviews we discontinued recording the conversation and switched to taking

notes. We did so to create a more relaxed situation where informants felt more comfortable to

share information. 

We applied the conversational interview technique during informal meetings over dinn-

ers and during non-planned encounters with company and government representatives. Relying

on the natural flow of the interaction allowed to pursue questioning in whatever direction ap-

peared to be appropriate, and depending on the information that emerged allowed us to get into

extended discussions with lower ranked staff members who were typically interested in sharing

information but were not allowed to set up formal interviews.

VI.3.2. Observation

We used observation to gather additional information on the context, identify the need

for clarification, and inform the future direction of field work. Observation includes a broad

range of issues such as meeting arrangements and realizing that in certain interviews with compa-

ny staff we were not allowed to sit without a supervisor, or engaging in discussions with govern-

ment bodies on non-oil issues and observe the differing attitudes to information sharing. We

used the notes from our observations during data analysis and processing.
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VI.3.3. Document analysis

We gathered a number of documents relevant to our analysis during desk research and

during field work, including documents that are publicly not accessible such as two environmen-

tal and social impact assessments carried out by external experts. We have also received presenta-

tions, press releases, media reports, and other documents. We applied discourse analysis methods

to the content analysis in order to understand the documents as a means to construct reality

(Hardy et al., 2004; Herrera and Braumoeller, 2004). This is particularly relevant for documents

that are produced in a politicized environment as is the case in the extractive sector in Sudan and

Chad. We discuss this in the next section.

VI.4. Access to information: limitations and implications

With research on a politicized topic such as oil, controlling information is part of the

political game. Therefore, field research and the process of information procurement need to be

considered in this context. We describe the challenges and limitations we experienced during

field work in Sudan and Chad and theorize the access-to-information-problem in the political

economy context of the two countries. 

VI.4.1. Access to information in Sudan

Many interlocutors raised the warning flag during preparatory interviews: Gaining ac-

cess to oil companies and government officials and even more so access to relevant information

would be a challenge in Sudan. Many advised us to focus on the perspective of the South and

take Juba as a hub for the research. Those informants were familiar with the intricacies of the

country, had worked there as academics, diplomats and in development cooperation, and hence
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their opinion carries weight.

However, we decided to maintain our initial research plan and to establish ourselves in

Khartoum for reasons that in our view carry weight from a research perspective: All oil compa-

nies are headquartered in Khartoum as is the regulatory authority. Not being in Khartoum meant

giving up on the research goal without having tried to find ways to access at least a reasonable

level of first-hand information. Being based in the South would most probably put us under sus-

picion with companies in the North and we would even have less chance to gain access to com-

panies and the government.

After nine month of negotiations to get an invitation from the University of Khartoum

and subsequently a research visa, we arrived in Khartoum at the end of November 2010 for one

month and than again for another month in June 2011. From Khartoum, we traveled to Port Su-

dan, Gadarif, and Juba.

a) Availability of information

The first morning in Sudan, the author walked to the University of Khartoum (UofK)

on the banks of the river Nile, a rundown but still impressive campus with British colonial style

buildings. At an institution that had abandoned English as its teaching language twenty years ago,

it took us some time to find a student who could guide us through the Arabic signposts to the

office of the Dean of the Department of Social and Economic Science. Sitting over a hibiscus

tea as we would do so many times again, Dr. Hassan Al-Haj Ali, a political scientist, listened to

our intentions and the list of people and institutions we would like to meet. Being obviously well

connected, he arranged for us to meet the petroleum minister as a starting point. Over the next

two months, we managed to talk to almost all the stakeholder groups we had planned to

interview. 

Despite this promising start, several issues limited access to information during our research:

First, there are some companies we could not visit: While WNPOC and GNPOC were willing to
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talk, the Petrodar company declined any interview although an official support letter from the

Ministry of Petroleum was sent to the Vice President; PetroEnergy did not respond at all. 

Contacting Ariab was difficult as well. This was surprising since the parent company Areva

presents itself as proactive in sustainability issues: The then CEO was member of the UNGC

board and Areva participates in the ICMM sustainability initiative. After we had tried for two

months to contact Ariab without success, we contacted the CEO of the UNGC whom we knew

from earlier interactions. His intervention finally facilitated a first contact in Paris and – after

passing an assessment with the La Mancha president at the Ariab headquarter in Paris – we got

an introduction to Ariab in Khartoum to meet the director and his deputy. We were expected to

sign a non-disclosure agreement (NDA) with Areva before being allowed more detailed inter-

views and a visit of the mine. However, neither the draft NDA that we sent as agreed was an-

swered nor were any follow-up emails and calls we made. 

To complete the list of non-realized interviews: Despite several attempts we were not allowed to

officially visit any of the extractive oil and gold mining sites, allegedly for security reasons. 

Second, relevant data on oil issues are available where publication is required through

CPA stipulations (e.g. production data for revenue sharing) or statistics published by the Bank of

Sudan and international organization (IMF, UN-organizations).

Third, project-specific information on social, environmental and labor issues was more

difficult to get. The same holds for financial data, production information and for information

on local content. In the interviews, government and company officials tended to resort to high-

level information. More detailed information was available selectively, and availability improved

where we could interview the same person more than once and where we could interview man-

agers from different units as was e.g. the case with GNPOC. This resulted in differing levels of

detail from different extractive projects rendering systematic comparison more difficult. 

Fourth, in the North, we observed that, a) information was tightly controlled and access

to contracts, statistics, annual reports etc. was not possible or was only very limited, so that it
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was difficult to get a robust and coherent picture; b) Information was always used in a political

context and for political ends. Without understanding this wider context information one could

easily misread and crosschecking information was critical. c) Although everybody was very polite

as a matter of cultural attitude, as a researcher you were looked at with some suspicion and kept

at a distance; d) the particular way in which oil and mining related information was handled be-

came obvious when working on other topics: In Gadarif, we met with the agricultural sector

(minister of agriculture of Gadarif state, agricultural university, mechanized farmers’ organiza-

tion, individual farmers, private sector companies) and the meteorological community to discuss

agricultural and agro-climatic issues. Although this was not related to our research on first sight,

it demonstrated that access to information on other topics apart from oil or gold is far easier,

surprisingly organized, and discussions are far more relaxed.

Fifth, our experience in the South was similar in so far as a lot of commonplace and

general accusations were made but little robust evidence and few ‘hard facts’ were presented.

The oil discourse of government officials, NGOs, representatives from civil society, the church

and to some extent even academia154 was framed in the logic of the North-South conflict reinfor-

cing the basic tenets of the struggle for independence. This discourse also overruled any attempt

we made to discuss the government’s (GoSS) performance in dealing with oil revenues. 

Sixth, during our research we learned that others had the same trouble in getting access

to information and even more so, that this shortage of data is a constituent element of the politi-

cal economy of oil in Sudan: Units of the administration have limited information, as have local

research bodies and civil society organizations. Also, institutions and people officially mandated

with technical advisory functions such as the Norwegian ‘Oil for Development’ (OfD) program

did not have full access to information either (Norwegian Directorate for Nature Management,

[154] The boundaries between academic research and activism are not always clear. For example, Col. Philip Aguer
Payang is a lecturer at Juba University but at the same time acting spokesperson of the SPLA. We attended a 
conference in Juba in December 2010 where he presented the results of research into oil security arrange-
ments in Sudan. He showed up in his uniform because he was going to for a military function. After present-
ing the research methodology, the researcher Aguer turned into the army spokesperson Col. Aguer when 
presenting the results and the discourse of the North/South conflict rather than presenting results in a 
manner consistent with the research methodology. 
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2009).

The limited availability of and access to data (particularly monetary figures, contracts,

reserves, employment or environmental monitoring) puts constraints on our research. At the

same time, this kind of information politics represents a constituent factor of the political econo-

my of resource extraction in Sudan and has to enter the analysis. We approach the shortage of

information from a theoretical perspective in the next section.

b) Theorizing the access to information problem 

Natural resource extraction and oil in particular are politicized issues; they are treated as

a matter of politics and national security, not as factual issues. They are put into the service of

political conflicts and of the secession negotiations between North and South (Elbadawi et al.,

2008). Information management on both sides has to be read in this wider context.

In the North, two dynamics come into play, both related to the control of power, civil

war and security: The first dynamic is internal: al-Bashir controls the government apparatus155

but he does not fully control politics. al-Bashir has to accommodate opposition parties and inter-

nal factions within his ruling National Congress Party (NCP) where the power struggle between

the soft- and hardliners is intensifying (see chapter VII.1.2.d). For a leadership preoccupied with

securing its power, the control of information is critical to the control of power. All information

provided and statements made have this internal audience in mind.

The second dynamic in the North is driven by security and sovereignty concerns. The

incumbent regime feels threatened by the West. In the NCP perception, the West is a priory

‘pro-South’ and ‘anti-Bashir’, seeking regime change. The ICC indictment and arrest warrant

have reinforced the suspicion towards the West and added the feeling of being humiliated

(African Arguments, 2008). This results in suspicion towards everybody from the West and

[155] After he took power in 1989 he replaced key positions in the administration with people loyal to the Nation-
al Islamic Front (NIF; today: National Congress Party NCP). This had not been the case before during the 
Nimeri regime, not even when Nimeri turned his government into an Islamist regime. 
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everybody who could be allied with it. For example, 13 aid groups were accused of cooperating

with the ICC and expelled from Darfur in March 2009 (de Waal, 2008; Addario and Polgreen,

2009; Pantuliano et al., 2009). 

In sum, nobody in the North’s ruling elite has a genuine interest in transparency on

strategic issues such as oil, even less so in sharing information with the West. 

In the South, the dynamics shaping the oil discourse and the way oil-related information

is communicated are rooted in the struggle for independence and the difficult transformation of

guerrilla fighters becoming political leaders and civil servants.

Sarah Washburne’s research (Washburne, 2010) sheds light on a failed transition that

keeps the government of South Sudan trapped in revolutionary ideology. For twenty years, the

SPLA as a rebel movement had based its legitimacy on its fight against oppression and exploita-

tion by Khartoum. In the revolutionary discourse the only reason for all problems is the regime

in the North and the oil companies are the willing allies of Khartoum. 

The Comprehensive Peace Agreement (CPA) changed the role of the SPLA and re-

quired the former rebel leaders to build government structures, deliver public services to the

population, guarantee security and a reliable legal system, and initiate development. With autono-

my achieved, the source of legitimization changes from revolutionary to eudemonic legitimacy: It

is no longer the fight for independence but its performance as a government, the services pro-

vided to the population, and the development progress achieved.

Five years after the CPA the performance of the SPLM as a semi-autonomous govern-

ment has not resulted in broad support from the population. Despite billions of aid and oil mon-

ey, the government (GoSS) has made little progress in providing basic services and in improving

infrastructure. Food insecurity is still high and the SPLM leadership lacks willingness to effec-

tively tackle rampant corruption and abuse in the government; over USD 4bn has disappeared in

six years.156 The SPLM has made little progress in state building, sharing power and building a

[156] According to a statement by President Salva Kiir, over USD 4bn has been ‘stolen’ since the CPA. Most of 
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more inclusive government. As a result, the SPLM and the political establishment have been

challenged by a growing number of so-called Renegade Militia Groups (RMGs)157 following the

elections in April 2010, and the referendum in January 2011 (Pedersen, 2011a).

Given the failure in building a eudemonic legitimacy, the GoSS and its allied local and

international NGOs have continued to maintain the revolutionary legitimacy and cultivate a dis-

course that gathers the population behind the fight against the former enemy as still the only

source of all problems.

The performance at the state level is no more impressive either, particularly in the oil

producing Unity and Upper Nile states. For example, Unity state with only about 580’000 inhabi-

tants158 has received over USD 200m in oil revenues during the CPA period between 2005 and

2010 based on the revenue sharing agreement.159 Yet, Unity state has not developed as fast as it

could have, due to poor management and corruption. While we were trying to set up a meeting

with the Unity state governor Taban Deng we received clear warnings from several interlocutors

not to ask about what had been built with the revenue. Unfortunately, the meeting never came

about. 

At the same time, Taban Deng continues to attack companies in his public discourse

(but uses their services on a regular basis160) and cultivate revolutionary legitimacy as the expul-

sion of Northerners from GNPOC oil fields in Unity state in late 2011 illustrates (International

the stolen funds, according to the President, have been taken out of the country and deposited into foreign 
bank accounts, used for purchasing properties, often paid in cash. The states where the stolen money is sup-
posed to have been transferred to are in Africa, United States, Middle East and Europe (Sudan Tribune, 
2012b).

[157] Many of the RMGs are the same factions as during the SPLA schism in 1991. They claim a dominance of the
Dinka in the SPLA and challenge the corruption of the political establishment, while the SPLM dismisses 
them as instrumentalized and supported by Khartoum.

[158] Unity state is one of the smallest states in South Sudan with only about 7.7 percent of the total population

[159] The CPA wealth sharing protocol assigns 2% of the oil revenues to the producing state which made over 
USD 200m for Unity state (http://www.petrolgoss.net/ March 9, 2012). In 2010, this amounted to 22.5m 
Sudanese pounds, roughly half the 43m Sudanese pounds transferred to the state (International Crisis 
Group, 2011d, 30)

[160] Taban Deng who in public attacks companies at the same time frequently uses WNPOC services such as air-
plane transport to Juba or Khartoum. (Interview with WNPOC staff, December 13, 2010, Khartoum)
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Crisis Group, 2011d). 

In sum, there is a political benefit from cultivating the revolutionary ideology to the ex-

tent that it releases the GoSS from taking responsibility. A more nuanced discussion of oil issues

would not support revolutionary legitimacy.

Companies for their part do not have an inherent interest in sharing information beyond

what is required to secure the license to operate. In this case, they align their own information

policy with the host government (GNU) in order not to put their business interests at risk. Or,

they even go further as do for example PetroEnergy and Petrodar and do not cooperate at all,

despite government approval. 

VI.4.2. Access to information in Chad

The access-to-information issue in Chad differs from Sudan and a distinction between

the project in the Doba basin led by EEPC and the CNPCIC-led project is necessary.

a) Availability of information

The ExxonMobil led Esso Chad is probably one of the best-documented oil development

projects and it is somewhat the opposite of the Sudan situation. As Scott Pegg noted, “there has

never been any shortage of critical information about the sundry failings of the Chad-Cameroon

pipeline project” (Pegg, 2009, 317). This is clearly a consequence of the involvement of the

World Bank Group (WBG), which has prompted the production of a number of relevant docu-

ments and put them in the public domain: a) An environmental impact assessment and environ-

mental management plan (EMP);161 the reports of the External Compliance Monitoring Group

(ECMG)162 which has published 18 independent assessments of the project’s adherence to the

[161] http://www.essochad.com/Chad-English/PA/Newsroom/TD_Documentation.asp

[162] The ECMG is contracted out to the Italian consultancy D’Appolonia.
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EMP between March 2001 and October 2011;163 c) the reports of the biannual visits of the In-

ternational Advisory Group (IAG)164 mandated to advise the WBG and the two governments on

overall progress in implementing the project, including the key objective of reducing poverty in

Chad from 2001 to 2009 (International Advisory Group, 2009); d) the 2006 Chad Resettlement

and Compensation Plan Evaluation Study (Barclay and Koppert, 2007); e) the 2009 report of the

Independent Evaluation Group on the performance of the project (World Bank Independent

Evaluation Group, 2009).165

The wealth of information on the Esso Chad project contrasts sharply with the refusal of the

Esso Chad management to grant an interview for this research and to facilitate a field visit to

join the company’s community relations officer for a day or two; it also has not answered a list of

written questions submitted to the management. 

On the CNPCIC project, there is practically no official documentation and quantitative

information available, neither on operational, environmental nor social issues. The only sources

of information are reports published by entities within civil society. Our contacts with CNPCIC

were limited but quite interesting and informative: We had an extended interview with Wei Yu,

the Chinese head of HSSE (Health, Safety, Security, Environment) in N’djamena, we met the

head of security in the field where we also had the opportunity to talk to a number of former and

current employees of CNPCIC and sub-contractors. During the field visit we had further con-

tacts with traditional authorities from villages near the oil field as well as with local government

representatives. 

At the national level, it was not possible in the time available to get in contact with the

main governmental body, the Société des Hydrocarbures du Tchad (SHT), the state-owned oil

[163] All reports are available under http://www1.ifc.org/wps/wcm/connect/region__ext_content/regions/sub-
saharan+africa/investments/chadcameroon_ecmg

[164] http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/AFRICAEXT/CHADEXTN/
0,,print:Y~isCURL:Y~contentMDK:20014994~menuPK:64282138~pagePK:41367~piPK:279616~the-
SitePK:349862,00.html

[165] http://siteresources.worldbank.org/INTOED/Resources/ChadCamReport.pdf
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company that assumes regulatory functions. Our contact with government officials was limited

to the Conseil économique, social et culturel, a government advisory body. 

We further had extensive contacts with civil society organizations at the national and re-

gional level, with media and with academia. Civil society is very evident in Chad and the number

of NGOs working on oil issues is constantly increasing. We had the opportunity to meet with

the three principal players at the headquarters level as well as at the field level: The Commissions

Permanente Pétrole Locale (CCPL) follows the oil projects in the Doba region and Logone district;

the Commissions Permanentes Pétrole de N’djamena (CCPN) covers the Ronier field and the N’djame-

na area, including the refinery; both are consortial and built by development and human rights

NGOs. Finally, the Group de Recherches Alternatives et de Monitoring du Projet Pétrole Tchad (GRAMP or

GRAMP-T) is a research body associated with civil society. 

b) Implications

Resource extraction in Chad is no less politicized than in Sudan and internal conflicts

are latent. The behavior of SHT and Esso Chad suggests that the same incentives are at work as

in Sudan: The ruling elite’s preoccupation with securing power favors the concealment of oil-re-

lated information. The company on the other hand aligns with the dominant forces: This was the

WBG initially until it was sidelined by the government which now fully controls the sector.

The WBG intervention has created a window of transparency in an otherwise opaque

environment but has not reversed the trend. It has not been replicated neither by the operator

ExxonMobil in other oil development projects or by the government of Chad in dealing with

companies from Taiwan, China and Canada arriving recently in the Chadian oil sector. The in-

formation made available provides illuminating insights in which the consortium has responded

to contractual obligations towards the WBG and in which it has voluntarily addressed environ-

mental and societal issues. The reports put into perspective corporate information which tends

to do away with the different obligations – in favor of the company. For example, Esso Chad

mentions its efforts to increase sourcing from local companies and that local procurement in

 158



Chad and Cameroon has reached USD 2.5bn since project inception.166 We only learn from the

WBG documents that the IFC had financed and implemented an extensive local supplier training

program and that the Enterprise Center is managed by IFC staff (International Finance Corpora-

tion, 2008).167

VI.4.3. Implications for research

We responded with a number of measures to the various challenges that have compli-

cated data collection during field work. This allowed us to collect enough data for a fair repre-

sentation of the situation and to pursue our research goal: 

First, we had to remove one company (PetroEnergy) from the sample because we were

not able to gain access to the company and we also could not find sufficient third-party informa-

tion on the project. Second, we increased the number of interviewees to gain information from

complementary sources for each company and topic to the extent possible (as reported in chap-

ter VI.3.1). We also conducted a number of consecutive interviews with key informants to coun-

tercheck new information received, build relationships and broaden the scope of topics that

could be discussed. Third, we stepped up our efforts to find additional information or to validate

information on relevant topics through publications, researchers and other informants who had

worked in the area or were familiar with the topic. Fourth, we kept the number of observable

variables high to increase the amount of data (chapter V.4). Finally, we adapted the assessment

metrics of the CCF to establish trends only, as we have reported in detail in chapter V.5. 

The combination of the above measures proved effective: For each observable variable

we were able to gather information from more than one stakeholder perspective and often found

[166] http://www.essochad.com/Chad-English/PA/Files/30_allchapters_eng.pdf

[167] In addition, one has to be aware that local procurement also includes spending by international firms with a 
branch incorporated in Chad, as is the case by example for oil service companies like Schlumberger.
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figures to support our inference. Overall, we managed to gather a reasonable level of data and to

establish trends with confidence. We report remaining data gaps in the section on findings.

VI.5. Data processing

The final element of the case study methodology is data processing, i.e. making sense of

what we have discovered. In our research this means that we use information to answer the dif-

ferent observable variables (OV) of the CCF. Our data does not take the form of quantitative

numeric information that can just be filled into the CCF data grid. When collating the informa-

tion relating to one observable variable and assessing the overall positive or negative trend, we

observe the following principles:

First, we apply historical contextualization and discourse analysis techniques to under-

stand the statements and documents as a means to construct reality within the political economy

context of Sudan and Chad respectively (Hardy et al., 2004; Herrera and Braumoeller, 2004). Al-

though historical contextualization and discourse analysis are predominantly qualitative methods,

quantitative information (e.g. on workforce composition) also enters the analytical process. 

Historical contextualization understands that extractive companies do not enter a neutral space.

They encounter a particular set of pre-existing socio-political dynamics and economic structures

shaping power relations and institutions that may favor some societal groups over others. With

transnational companies coming onto the scene, another factor is added to the equation, affect-

ing the prevailing power balance. It can strengthen the existing power wielders, who control

access to natural resource exploitation that companies depend on. Yet, opposition groups can

also utilize the presence of TNCs to leverage their influence. 

We process the data on corporate CSR performance involving the political economy context: a)

We expect companies to be aware of the historical and socio-political configuration that they en-
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counter in a host country. This can be reasonably expected as part of the due diligence process

before a company enters a new country; b) we consider the political economy context when we

define the extent of corporate responsibility; c) we expect companies to be sensitive towards the

impact of their operations and behavior on existing dynamics and at least not capitalize on con-

flicts or prolong them, not to aggravate existing tensions, inequalities or discrimination.

Chapter VII.1 and VII.2 provide an overview of the political economy of resource extraction in

Sudan and Chad respectively. 

Second, in parallel to the historic contextualization we track corporate behavior over

time to understand how its interaction with the socio-political context evolved. Such process

tracking (e.g. for environmental behavior, interaction with host communities and other stake-

holders, security arrangements etc.) allows us to find patterns and have more confidence in our

inferences than would be possible by looking at the current behavior or observations only. The

over ten year track record of all operating companies (except CNPCIC, which has only five

years+) was clearly an advantage for process tracking.

Third, the complexity of the situation and the scarcity of information carry a heightened

risk of over-analysis and over-interpretation. We cannot fully exclude this from happening but

take a number of measures to control the risk as far as possible: a) the first measure is to be con-

scious of the risk during the analysis and constantly ask whether there is enough supporting evi-

dence for a conclusion; b) the second measure is an iterative review process whereby we come

back to the same issue again: We review it based on information from different stakeholders and

assess it from the overall context and results as they continue to emerge; c) the CCF metric,

which follows the traffic-light logic, asks for trends only which limits attempts to over-analyze.

Fourth, when grading the data for each observable variable in the next step, we follow

the assessment guidelines that we have defined for each OV. The assessment guidelines describe

what a negative, neutral, or positive trend represents in the context of a particular OV. We evalu-

ate the findings against this guidance and assign a value between -2 and +2 to each OV. The full

 161



text of the observable variables and the assessment guidelines are presented in annex II. The

ranking of each observable variable is reported in annex III, table 19.

Finally, we analyze the variation of corporate impact on the stock components under

different sets of observable variable. When identifying OVs we have done so without asking

whether each OV represents a topic area for which companies bear explicit responsibility. That

is legitimate for two reasons: First, the boundary of corporate responsibility to some extent de-

pends on a given situation; second, corporate CSR activities performed to maintain the license to

operate not necessarily addresses the same issues as their human rights responsibility calls for.

For this reason we separate mandatory from voluntary areas of CSR to understand how compa-

nies perform in the area of their explicit human right responsibilities. For each OV, we applied

the criteria of impact and leverage based human rights responsibility (as described in chapter

III.5 and V.4.2) to qualify it – in the particular context of our case study – either as a corporate

responsibility or as an engagement in the realm of voluntary CSR. This process again involves

subjective judgment when applying the impact and leverage based criteria to the context of Su-

dan and Chad. The main considerations applied are reported in the introductory sections of

chapter VIII for each type of capital and the assignment is presented in annex III, table 19. The

results are discussed in chapter VIII.5.
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VII. Case study: Political economy of Sudan, Chad

VII.1. Political economy of resource extraction in Sudan

Consistent with the critical theory approach of our research, we apply a historical mate-

rialist perspective to understand how today’s political economy of resource extraction in Sudan

came about. First, after the Turco-Egyptian conquest of 1821 and later the British rule, colonial

administration integrated Sudan into the international colonial economy. It rendered the econo-

my dependent on the export of slaves and later cotton and created a new elite class (chapter

VII.1.1). Second, the transformation led to conflicts over land and water, set off an increasingly

violent struggle between those exploited at the periphery and the elite in the center, and triggered

a fight over the control of power within the ruling class of the post-colonial era (chapter VII.1.2).

The advent of oil reinforced the rentier economy and aggravated existing conflicts (chapter

VII.1.3). Extractive companies enter a socio-political dynamic at the side of those in power. How

they navigate the political economy and use their position from a corporate responsibility per-

spective is the topic of chapter VIII.

VII.1.1. A rentier economy for 200 years: Slaves, cotton, and oil

In the traditional Sudanese economy, communal economic and social relations pre-

vailed.168 While the Turco-Egyptian condominium and later the British colonial administration

transformed the economy, they did not change the production of smallholder farmers or

[168] What follows is drawn largely from Caroline Collins’ 1976 analysis of the transformation of Sudan’s econo-
my and class structure through the colonial history (Collins, 1976). Colonialism has always changed the exist-
ing economy. Another example in the region is Somalia, see Jones, 2008
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pastoralists but fragmented existing agricultural and pastoral communities and created new

groups of privileged who were to benefit and live on the alleged surplus of the producers. 

The Turco-Egyptian period established monopolies on the extensive slave trade. It created

the groups that hunted slaves and whole regions in the Sudan became the domains of the big

slave traders. The colonial administration also created the Sheiks to collect taxes to feed the ad-

ministration. Both became rich very soon (Collins, 1976). 

The British colonial rule introduced cotton production to supply the UK cotton industry.

In 1925, it established the 880’000 ha Gezira scheme, the largest gravity-irrigated cotton planta-

tion in the world. The Gezeira Scheme was developed in cooperation with the Sudan Plantation

Syndicate, a private enterprise which also managed the scheme (in what is called ‘public-private

partnership’ today). Formally, the Gezira scheme was set up as a tenant-relationship but de facto

the tenants were no more than laborers under a strict command and control system.169 Low

wages were essential to minimize production cost and the tenant contracts in the Gezira scheme

were designed to extract the maximum from the peasants.170 The principal beneficiaries of the

scheme were not the Sudanese farmers but British financiers and, in particular, the Lancashire

textile manufacturers, for whom a cheap and dependable supply of high-grade long-staple cotton

was essential to maintain a competitive edge over German and American rivals. Profit was not

reinvested into the development of the country but repatriated in the form of subsidized cheap

[169] Victoria Bernal presented a critical analysis of the Gezira scheme as an exemplar of the colonial mission to 
create a world order and order the world. Its miles of irrigation canals and uniform fields stretched out in a 
huge grid dominate space, its rigid schedules for agricultural operations command time, and above all, its hi-
erarchy of inspectors and bureaucrats supervising, documenting, and disciplining strive to control the people 
of the Gezira. In this sense, Bernal sees Gezira as a ‘colonial moral economy’ that was used – in Foucauldian 
terms – as a ‘disciplinary institution’ to establish a political order and inscribe colonial social relations of au-
thority between rulers and ruled. (Bernal, 1997)

[170] The former peasant ‘proprietors’ became tenants, forced under the terms of tenancy to grow cotton on at 
least half of their land under the strict supervision of the Syndicate, which acted as the manager of the colo-
nial government leases. The remaining land, usually planted with subsistence crops, was unable to provide all
the peasants’ minimal needs. The Syndicate described its relations with the Gezira tenants as a ‘partnership’ 
but in fact it exercised tremendous control. The scheme contracts permitted the Syndicate to deduct from 
the peasant’s crop share without his consent for ‘safeguarding the crop’ as well as for ‘improper crop cultiva-
tion’. Such deductions were used to extract the maximum from the peasant in the most favorable crop years. 
In return, the Sudanese tenant or ‘partner’ could make no claims against the Syndicate. Though contract 
terms obliged the Syndicate to provide farmers with sufficient water for irrigation, it was exempted from 
claims if it failed in its pledge. When water was scarce, the Syndicate could divert water to protect its cotton 
crop at the expense of the peasants’ food crops. (Collins, 1976, 10)
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supply to the UK cotton industry.

The colonial cotton policy had several important consequences: First, financial success

in Gezira meant that “the colonial administration did not have to rely as much on taxation for

revenue as Britain did elsewhere. This revenue source insulated the government from bother-

some queries about taxation without representation” (Massoud, 2011, 9). Second, during the

colonial and post-colonial period the Sudanese economy became dependent on one export com-

modity. Cotton made up 70% of the country’s foreign revenues in the 1960s. 

“The (Gezira) Scheme sealed the bonds of Sudanese dependency on a cotton monocul-

ture. Both during the colonial era and afterwards, uncertain world markets for cotton

threw the Sudanese economy into continual crises. Caught up in these world market

forces, the colonial administration, the Syndicate and the independent Sudanese state

that followed them after 1956, had to ceaselessly exploit the tenant farmers to maintain

the artificially cheap costs of cotton production and to dispose of the all-important crop

in the competitive world market.” (Collins, 1976, 10). 

In the post-colonial period cotton production declined,171 world market prices for cotton

collapsed, agricultural policies failed, and the civil war with the South escalated (Sørbø, 2010).

Developing oil resources became a priority for the regime. The economic policy was again large-

ly dictated by the regime’s political survival agenda: Expenditure for military, security and police

rose by 15% per annum after 2000 and at a rate of 37% per annum after the CPA until 2007 (fig-

ure 16; El Mahdi, 2008, 9). The increase during the CPA period can only partially be explained

by the Darfur crisis which started in 2003. More important is the investment in the security sec-

tor as a ‘signaling device’ towards the semi-independent South Sudan. Both sides engaged in an

arms race during the CPA period (Elbadawi et al., 2008).

[171] Today, the Gezira scheme produces two-thirds of Sudan’s cotton exports. It is able to contribute 3 to 4 per-
cent to national GDP and generate considerable employment. On the other hand the Gezira with its con-
trolled rotations and requirements to grow fixed quantities of cotton performed poorly despite considerable 
central government budget support. It is today one of the least efficient schemes worldwide with irrigation 
intensity typically less than 50%. Gezira uses about 35% of Sudan’s current allocation of Nile water. Opera-
tion and maintenance (O&M) were poorly executed, and cost recovery for water delivery and O&M was 
weak. While the government wrote off the scheme’s and farmers’ debts in 1982 and 1992, accumulated debt 
rose again to USD 95m in 2008. (World Bank, 2009, 73; World Bank, 2000a)
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Figure 16: Government expenditures 2000-2007 in million SDG (source: El Mahdi, 2008; 1SDG equals roughly 0.4 USD)

VII.1.2. Sudan’s multilayered conflict landscape

The policies deployed to promote the transformation described above triggered con-

flicts over land and water, set off an increasingly violent struggle between those exploited at the

periphery and the elite in the center, and caused a fight over the control of power within the rul-

ing class of the post-colonial era. Given the long history and complexity of conflicts in Sudan, it

is beyond the scope of this research to give a full overview of the conflicts or an account of the

scholarly literature on the topic. We limit the discussion to an outline of four overlapping con-

flict layers that affect natural resources extraction. 

a) The ‘natural resource’ conflict layer

Conflicts over natural resources are in the first place conflicts over land and over access

to water sources. Later, it became also a conflict over oil. 

The land tenure conflict goes back to the Titles to Land ordinance, introduced by the

British colonial administration in 1899, ruling that unregistered land is assumed to be owned by
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the government unless the contrary is proven (Shazali and Ahmed, 1999, 5; Hommaida, 2006, 6).

It was only this definition of land titles that facilitated the establishment of large irrigation

schemes in Gezira and later Gash, Baraka and the Tokar delta to produce cheap cotton. Steven

Serels summarized the functonalist manner in which the colonial government acted: 

“[T]he colonial government always constructed the definition of indigenous land own-

ership, and the rights and responsibilities that this signified, to suit its specific needs,

whether these needs were effecting population migration and drafting indigenous elites

as allies, creating a new foreign-capital economy in the Sudan or facilitating the produc-

tion of cotton for Lancashire’s mills.” (Serels, 2007, 72) 

The same pattern continued after colonization. The 1970 land reform and abolition of

the native administration further expanded the government’s power to reallocate land to the

public and private sectors. This allowed mechanized farming to rapidly expand172 in rain-fed ar-

eas from around 2m feddan173 in 1970174 to 14m feddan in 2003 in the East and West formerly

used by local agropastoralists and nomads (Sørbø, 2010; Elhadary, 2010). The implementation of

the mechanization policy was supported by a liberal credit policy by the state and backed by the

IFC (Shazali and Ahmed, 1999, 8). The main beneficiaries were the economic elites connected to

the government.

Large irrigation schemes and the expansion of mechanized farming deprived pastoral-

ists of more and more pasture and water sources, and were accompanied by large-scale defor-

estation. The agricultural growth model adopted in Sudan gave little or no consideration to those

who were displaced or otherwise affected. Left in most cases without compensation, they were

forced to move to other areas where conflicts over pasture became more numerous (Sørbø,

2010, 177). 

Displacement of large populations also increased the pressure on land in the later oil

[172] The central government was interested in increasing food production for the growing urban population and 
the mechanized farmers represent an important political force

[173] 1 feddan = 1.038 acres = 0.42 hectares

[174] Mechanised rainfed farming started in the clay plains of the eastern Sudan in 1944, with the support of the 
British colonial government; up to the early 1960s expansion was rather slow (Shazali and Ahmed, 1999, 8).
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production areas: 

“In the 1970s and 1980s, the expansion of mechanized farming in central Sudan forced

the nomads to seek permanent grazing lands in the areas inhabited by the Dinka along

the North-South border. The nomads surrounded the oilfields in 1984 and displaced a

large part of the local population.” (Moro, 2009, 9)

A particular conflict over water resources between North and South Sudan is the 360

km Jonglei canal. The project was first proposed by the British back in 1904 (Salman, 2011) with

the aim of bringing more Nile waters to Sudan’s arid North and to Egypt (Howell et al., 1988).

The canal would bypass the Sudd,175 a marshland of 30-40’000 km2 in South Sudan’s Upper Nile

state (see figure 18 for the route of the canal). The Jonglei Canal would deliver 20m m3 of water

per day (Ahmad, 2008, 576), enough to irrigate 2’500km2 of land (Toufexis and Wurmstedt,

1983). The project would shrink the wetlands by approximately 40% (Ahmad, 2008, 576). 

After the end of the first civil war, work on the canal started in 1974. The Jonglei Canal Project

faced major opposition in Southern Sudan because it was seen as serving the interests of North-

ern Sudan and Egypt176 only, while negative impacts on the Sudd ecosystem and on local liveli-

hoods (drinking water, pasture, fisheries, wildlife) would remain with the South (Salman, 2011,

163). Students rioted against the project but in 1978 the French Compagnie de Construction Interna-

tionale (CCI) started excavation. The outbreak of the 2nd civil war started with attacks on

Chevron’s oil installations and a missile which partially destroyed the excavation equipment in

February 1984;177 work on the canal came to a halt and the remnants of the bucket wheeler exca-

vator machine still rusts away at kilometer 260. 

“SPLM/A’s main complaint against the project was that its implementation concentrat-

ed on the excavation of the canal, which would benefit northern Sudan and Egypt, and

[175] Since 2006 the Sudd has beein included in the Ramsar Convention on Wetlands 
http://www.ramsar.org/pdf/sitelist.pdf (January 22, 2012) 
http://www.ramsar.org/cda/en/ramsar-news-archives-2006-sudan-s-designation-of/main/ramsar/
1-26-45-49%5E17356_4000_0__ (January 22, 2012)

[176] Egypt was willing to pay half of the cost (Ahmad, 2008) but not to compensate for damage: Under the 1959 
Nile Agreement, Egypt had agreed to pay 15 million Egyptian pounds to Sudan in compensation for the in-
undation of Sudanese territory by the Aswan High Dam. But the Agreement did not mention compensation 
to the people adversely affected by projects in the swamps of southern Sudan (Salman, 2011, 163-64).

[177] By that time 260 of the 360 km long canal were excavated (Salman, 2011)
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neglected the components of the project intended to help develop southern Sudan.

Such components had not even been started in 1983, although they had originally been

presented as an integral part of the project.” (Salman, 2011, 163-64)

b) The ‘center-periphery’ conflict layer

The most obvious layer is the conflict between the central government in Khartoum

and the peripheries in the South, the West (Darfur), and the East (Red Sea, Kassala and Gadarif

states). After the previously semi-autonomous South became an independent country in July

2011, there is not one conflict less (considering the many remaining unresolved issues and in-

creasing tensions between the new neighbors (Reeves, 2011a)) but there is one more: The Sudan

People’s Liberation Movement-North (SPLM-N), which after the secession became formally in-

dependent of the SPLM in the South, has control over much of the rural areas in the Blue Nile

and Southern Kordofan states.178 The SPLM-N is “a threat to [the regime in Khartoum] political-

ly, not just militarily and this could be a vanguard to mobilize the new South of the North of Su-

dan” (Abdelaziz and Holland, 2011).179 In August 2011, SPLM-N has allied with the Justice and

Equality Movement (JEM) and other Darfur rebels opposed to the Doha peace agreement to

build the Sudan Revolutionary Front (SRF) aiming to secure regime change in Khartoum. 

Three claims underlie the center-periphery conflicts: a) The regions’ natural and human

resources are exploited in favor of the development of Khartoum and the states around it; b) the

government failed to bring about development to the periphery through investment in socio-

economic infrastructure; and c) the government failed to share power and excluded the periph-

eries from representation and decision-making (Hommaida, 2006; Thomas, 2011). 

[178] The two states border the South and sided with SPLM/A during the civil war. In the CPA so called ‘consul-
tations’ were planned for the two states but they were never held.

[179] Eric Reeves puts it in a larger context: “What Khartoum fears most is that with the secession of South Su-
dan, the forces rebelling against marginalization and discrimination – as well as against the relentless denial of
political freedom and a fair share of national wealth and power – are now all in the North. If these variously 
rebellious forces are allowed to create a powerful military coalition reaching from eastern Chad to Ethiopia 
and northward to the Beja region near the border with Eritrea – they could topple the regime, even without 
much help from the traditional Northern political opposition.” (Reeves, 2011b)
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Figure 17: Disparity in development indicators within Sudan. The figure shows the ratio between the number for the best and worst per-
forming state with respect to the national average (source: World Bank, 2009, 5)

The 2006 Sudan Household Health Survey (GNU and GoSS, 2007) puts the inequality

between center and periphery in numbers: human development indicators in Sudan’s disadvan-

taged regions including Darfur, the South and the East rank among the lowest in the world,

while Khartoum and some Northern states along the Nile show performance well above the

sub-Saharan average (figure 17). This is mirrored in the sub-national budget allocation which fa-

vors the central states (Abdalla Ali, 2009; Suleiman, 2008).

In the North-South relation, this pattern goes back to the early 19th century when slave

traders from the North hunted for slaves in the South after Egypt had taken formal control of

Sudan (Glickman, 2000). The British administration recognized the serious inequality in econom-

ic and political development but “did little deliberately to moderate [the inequality] and much to

sharpen it” (Glickman, 2000, 271). 

The South opposed the occupation of its land and the first civil war broke out in 1955, a few

months before Sudan became independent in 1956. There was no attempt by the first indepen-

dent government to redress the striking imbalance but an attempt to pursue a policy of Arabiza-
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tion and Islamization although only 40% of the population are ethnic Arabs180 (Glickman, 2000,

569; Woodward, 1990, 106). The Addis Ababa agreement granted some regional autonomy to

the South and ended the first civil war in 1972. 

Several developments in the late 1970s and early 1980s triggered the outbreak of the second

major secessionist war in Sudanese history in 1983 (Thomas, 2011, 54): a) the decision of the

Khartoum government to divide the South into three subdivisions in order to reduce the

strength of the dominant ethnic group, the Dinka; b) the decision to ship oil out of the South,

rather than refine it locally; c) the development of the Jonglei Canal which was perceived by the

Southerners to benefit the North and have adverse effects on the South; and d) the implementa-

tion of certain aspects of Islamic Shari’a law.

A schism within the SPLA in 1991 and the emergence of splinter groups weakened the SPLA in

the 1990s (Washburne, 2010). The Sudanese government capitalized on the existing rivalries

within the SPLA and used this window to push oil exploration ahead. 

The presence of oil revenues after 1999 changed the incentive structure for the conflicting par-

ties. Both sides acknowledged that capital-intensive oil production depends on a certain level of

security (Wennmann, 2011; 2009) and engaged in a negotiated peace settlement. The Compre-

hensive Peace Agreement (CPA) became effective in 2005. It opened the way for the referendum

on self-determination in January 2011 and the subsequent secession of July 9, 2011.

The Eastern conflict has received much less international attention although the Beja and

Rashaida ethnic groups suffered the same political under-representation and lack of develop-

ment. Unlike the oil fields in the South, the Ariab gold-mine was never a target during the con-

flict despite the revenue it generates for the central government.

[180] The census of 1956 (the last to include information on the ethnic background of the population) listed nine-
teen major ethnic groups and 597 subgroups. Arabs constituted the largest, at 40 percent, followed by the 
Dinka (12%), Beja (7%), and Fallata (6%) (Glickman, 2000, 569).
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Fighting in the Eastern conflict came to an end through the Eritrea-brokered Eastern Sudan

Peace Agreement (ESPA) in 2006. The rebel forces were integrated into the Sudan Armed

Forces, the East received some political positions in the national government and the Eastern

Sudan Reconstruction and Development Fund (ESRDF) was established. Yet, observers doubt

that this will end the marginalization of the East (Young, 2007; Assal and Ali, 2007). 

c) The ‘tribal’ conflict layer

The peripheries the South, Darfur and in the East are not homogenous. Tribal disputes

and conflicts are innumerable and have continued for a long time in each of those regions. Tra-

ditionally they have been unrelated to the state; some of them have deep historical roots, while

others flare up because of intricacies of revenge and competition over resources (cattle, pasture)

and power. An increasing number of pastoralists living on ever-decreasing land, resource scarcity

and the need for mobility are conducive to conflicts among pastoralists and between pastoralists

and farmers (Sørbø, 2010, 175). 

Yet, the local conflict dynamics have changed over the last three decades: First, the pro-

liferation of small arms and increasing numbers of unemployed youth and former combatants

have made clashes more violent and deadly. Second, particularly after the NIF (now NCP) came

to power in 1989, such conflicts have “increasingly become absorbed into, enmeshed with or at

least affected by the wider struggles between the North and South or between competing south-

ern interests.” (Sørbø, 2010, 175) An illustration are the violent clashes over a gold mine in the

El Sireaf area in North Darfur in January 2013 exacerbated by tribal conflicts, central govern-

ment interests and the proliferation of arms (Heavens et al., 2013).

Opposition movements are divided as well. Rebel groups often fight among themselves for sup-

port and legitimacy in the local population as the schism in the SPLA181 in 1991 and the subse-

quent formation of other armed groups (mainly along ethnic lines) demonstrates (Glickman,

[181] The differences were over the question of unity versus secession, the authoritarian rule of SPLA leader John 
Garang (which relied more on force than on persuasion) and linked this to the Dinka dominance within the 
SPLA (Washburne, 2010).
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2000; Washburne, 2010). Rebels and regimes alike mobilize the existence of internal wars to fur-

ther their own political and economic agendas so that the cause of the war may not necessarily

be what sustains it (Maitre, 2009). For example Bashir’s divide et impera strategy transformed earli-

er patterns of competition between Nuer and Dinka communities over scarce resources into

politicised wars of ethnic violence (Hutchinson, 2001).

d) The ‘struggle for power in government’ conflict layer

The Sudan has anything but a homogenous political leadership. Different factions and

ideologies within the ruling government are struggling for influence and control (International

Crisis Group, 2011c; de Waal, 2007). There have been only two elected governments since Sudan

became independent in 1956; both were unstable coalitions lasting for about a year each

(1964-65, 1985-86) (Woodward, 2008). The military rulers (Nimeri from 1969 to 1985; al-Bashir

since 1989) kept and keep themselves in power through shifting alliances with neighboring coun-

tries Egypt, Libya, Chad, Uganda, Ethiopia, Eritrea, Kenya, and through shifting alliances with

political forces in Khartoum. In the NCP, the hardliners have grown stronger since the CPA.

Views differ on how to deal with the opposition, the South and with armed rebel groups182 (In-

ternational Crisis Group, 2012b; 2011c; de Waal, 2007). At the same time, the military has

become more influential, particularly after the secession of the South, the escalating conflict with

SPLM-N and the fighting around Abyei, as the increasing war rhetoric illustrates (Flint, 2011; In-

ternational Crisis Group, 2011b).183 This volatile equilibrium invites a politics of brinkmanship,

[182] Recent examples of this power struggle between soft and hardliners relate to the sacking of Salah Gosh 
(http://www.sudantribune.com/Rifts-within-Sudan-s-ruling-party,38707; http://www.sudantribune.com/
Former-Sudan-spy-chief-stripped-of,38826) or the increasing influence of the top security figures led by 
Nafie Ali Nafie at the expense of more moderate figures such as Ali Osman Taha (Woodward, 2008, 14; 
http://www.sudantribune.com/Former-Sudan-spy-chief-stripped-of,38826) (last access for all: December 
20, 2011); Salah Gosh and twelve other reform oriented Islamists had been arrested again and accused of 
plotting a coup d’état (Financial Times, November 26, 2012; http://www.ft.com/intl/cms/s/0/
cef00eb8-37ea-11e2-b8d3-00144feabdc0.html).

[183] See also the various cables discussing the power struggle within the government (all accessed December 20, 
2012)
http://www.sudantribune.com/Blue-Nile-State-Sudan-and-the,40041
http://www.sudantribune.com/Wikileaks-Janjaweed-leader-slams,40033
http://www.sudantribune.com/Wikileaks-Sudanese-diplomat-says,40031
http://www.sudantribune.com/Wikileaks-VP-Taha-Gosh-appear-open,40051
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co-optation and short-lived tactical alliances. There is no trust within the political system, be-

tween government and the public, and vice-versa (Pedersen, 2011b). The quest for regime sur-

vival trumps the implementation of a political agenda (Mantzikos, 2010; Tubiana, 2011). 

VII.1.3. Production of oil and gold

a) History of oil production

We distinguish six different periods of oil production in Sudan.

The first period started shortly after the 1972 Addis Ababa agreement, which marked the

end of the 17 year long first civil war between the South and North.184 Chevron was granted an

exploration license in 1974 and struck oil in 1978. By 1981, it had sunk 24 wells, of which 12

were successful. In 1983, Chevron was producing an estimated 35’000 barrels per day from the

Unity field, another 15’000 from Heglig185 in the Abyei province and had plans for a pipeline to

Port Sudan (Moro, 2009). 

The relationship between Chevron and host communities seems to have been peaceful

and generally beneficial. Leben Moro (2009) interviewed witnesses from the local Dinka and

Nuer people in the area of the early oil activities. According to this account, Chevron, while not

fully consulting with local communities, paid compensation to people negatively affected by oil

activities, which avoided outbreak of organized dissent. Local people also declared that Chevron

workers respected traditional ritual sites and provided jobs to local people. 

Things soon changed: When then-president Jafar Nimeri started to control the oil devel-

opment, the relations between Khartoum and the South deteriorated. Chevron sided with the

government, increasing the ire of the Southerners (Moro, 2009, 5). 

[184] To be exact, there was one earlier isolated round of oil exploration in 1959 by Italian oil company ENI in the
Red Sea Area. Several companies joined this ENI-led effort but with no success. 

[185] The Unity and Heglig fields are part of what is today the GNPOC concession area.
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The oil-related disputes between President Nimeri and Southern elites were over issues

that have remained unsolved after the 2011 secession of the South: First, transparency in oil mat-

ters. For a long time, the president would not even admit that oil had been found in Bentiu in

South Sudan and merely stated that it had been found ‘South of Khartoum’ or ‘in the South

West’ and artificial names like ‘Unity’186 and ‘Heglig’187 were introduced to disguise the geograph-

ic position. Second, the course of the North-South border. The oil fields were in fact in the

border region between South and North. Nimeri tried to move the border further south in order

to bring oil to the Northern territory. The conflict over Abyei (which includes the Heglig area)

has been at the tip of the iceberg of border disputes till today (Johnson, 2012). A solution was

postponed in the 2005 Comprehensive Peace Agreement (CPA) and the unsolved territorial

claims over Abyei caused the first military clashes between what are now two independent coun-

tries in February 2012. The third contested issue between North and South was over the distrib-

ution of oil-related development benefits. It was sparked off over the location of a proposed oil

refinery and led to student protests in 1978 in several towns in the South (Arou, 2010).188 Locat-

ing the refinery in Bentiu near the oil fields was seen as a possibility to generate employment and

boost local development by the Southerners. The Khartoum government opted for Kosti in the

North which was 

“well served by rail, road and river transportation; and well connected to productive ar-

eas in central Sudan, where major industries such as Hajar Assalaya and Kenana sugar

factories were based. Bentiu did not have the same significance as Kosti and was dis-

missed as being situated ‘in the middle of nowhere’” (Moro, 2009, 7). 

[186] Nimeiri proposed to create a new Unity Region by amalgamating Western Upper Nile District, Abyei and 
parts of Southern Kordofan, but in the end only Western Upper Nile was renamed Unity when the Southern
Region was abolished in 1983 and Upper Nile Region was reconstituted by re-uniting Upper Nile and Jonglei
Provinces (Johnson, 2012).

[187] In the Dinka language, the place was called ‘Panthou’ and Heglig is a translation into Arabic (Johnson, 2012).
In the post-CPA conflict over Heglig, South Sudan started to use the name ‘Panthou’ again (Sudan Tribune, 
2012g).

[188] Similar student protests occurred in the South in 1974 because of the Jonglei Canal project. The South feared
that the Central government would appropriates the water resources of the Sudd without adequate benefits 
for the South.
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The security situation deteriorated over the scramble over oil led to a severe deterioration of the

security situation in the South. The government established a military Oilfields Protection Force

at Chevron’s request. Until at least late 1984 Chevron was providing substantial support to these

troops (Human Rights Watch, 2003, 108).

The second phase of oil production started with the collapse of the Addis Ababa Agree-

ment in 1983. The South formed the Sudan Peoples’ Liberation Army (SPLA). The second civil

war between the North and South started in November 1983 with attacks on Chevron workers

and installations, and on those of the Jonglei canal.189 Work on both projects came to a halt.

Given the continued fighting, Chevron refrained from resuming oil production. The gov-

ernment on the other hand faced mounting costs of the war and arrears. When Chevron sus-

pended operations at the end of 1984, Sudan defaulted on its debt service payments of USD

264m to international creditors, of which the lions share (USD 218m) was a debt to the IMF

(Human Rights Watch, 2003, 110). The government tried to pressure Chevron under threat of

withdrawing the license. Khartoum also tried to calm the situation in the oil areas by arming and

financing militias to fight the SPLA and recruited – with financial help from Chevron – Arab

nomads to secure the oil fields (Moro, 2009, 9-10). While no attempt to resume oil production

materialized, economic pressure and violence in the oil region continued to increase under

Nimeri as well as the succeeding elected government of Sadiq Mahdi (1986-1989) and the gov-

ernment of the National Islamic Front (NIF) under Omar Hassan al-Bashir, which came to

power in a military coup in 1989. 

The third period started after a schism weakened the SPLA in 1991 opening a new window

to resume oil production. Chevron, instead of going back to production sold its USD 880 invest-

[189] “On November 15, 1983, guerillas ambushed a Chevron camp near Bentiu and took two British workers 
hostage for two days. The same month, nine CCI hostages were held for three days and digging at Jonglei, al-
ready two-thirds complete, was suspended. In December, an American Chevron employee was shot and 
killed. During the first week of February, some 20 guerrillas launched an armed assault on Chevron’s main 
camp at Rubkona, near Bentiu, killing a Briton, a Kenyan and a Filipino, and critically wounding seven other 
people. Chevron shut down all operations in the South.” (Middle East Research and Information Project 
(MERIP): “Report from the South: Khartoum’s Greatest Challenge”, quoted in: Moro, 2009, 8)
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ment for a mere USD 25m. Reportedly, the US administration of President George H. W. Bush

senior asked Chevron and other oil companies to suspend operations, in order to pressure the

new Islamist NIF government (Coalition for International Justice, 2006, 8). The departure of

Chevron delayed oil production since the increasingly isolated NIF government faced difficulties

to lure major Western oil companies to Sudan. A number of smaller companies with no or little

experience in the oil sector worked on the former Chevron concession: Concorp from Sudan,

then SPC and later Arakis from Canada. All of them had close links to senior members of the

government but none managed to get oil production to significant levels (Coalition for Interna-

tional Justice, 2006, 9-15). 

Figure 18: Map showing major military and militia groups and approximate controlled areas. Many areas changed hands often. (source: 
Michael S. Miller, www.rightsmaps.com; oil concession areas added by author based on Global Witness, 2009a)

The Sudanese government used the transition periods between outgoing and incoming

oil companies to embark on major campaigns to clear the oilfields and promising areas of the
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local population by attacking civilians and looting and burning down houses and settlements

(Coalition for International Justice, 2006, 11; Human Rights Watch, 2003). The region around

Bentiu was one of the most populated areas in Southern Sudan according to the 1955 population

census and the number of tribal courts which were based on population size. “The area was to a

large extent depopulated through a scorched-earth policy on the part of the Sudan government

that saw villages destroyed and unknown numbers of people killed. Those who remained were

forced to move to other areas of Sudan.” (Sørbø, 2010, 178) The Khartoum government first

used Arab pastoralists and after the 1991 split within the SPLA, when Riek Machar and Lam

Akol joined the government, militias from the South were involved in the clearing of the oil con-

cession areas as well (Wani Gore, quoted in Sørbø, 2010, 178). Major campaigns were run be-

tween 1991 and 1993 and again in late 1996. Military clearing continued until at least 2003.

Figure 18 gives an impression of the overlap of conflict zones with oil areas and the approximate

territories held by government forces, government militias, and the main SPLM fractions (blue,

yellow, green).

Company Presence in Sudan from - to

Chevron (USA) 1974 to 1992

Concorp (Sudan) 1992

Arakis (Canada) 1994 to 1998

China Petroleum National Company (CNPC) 1996 to present

Petronas (Malaysia) 1996 to present

Sudapet (Sudan National Petroleum Corporation) 1997 to present

Lundin Oil AB (Sweden) 1997 to 2003

OMV (Austria) 1997 to 2003

Talisman (Canada) 1998 to 2003

ONGC Videsh (India) 2003 to present

Table 12: Oil companies working in Sudan (source: author)

In November 1996 Khartoum managed to convince CNPC to invest. The new consor-
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tium (GNPOC) formally took over the concession in June 1997 and Arakis was replaced by the

Canadian Talisman Energy in 1998. The 1997 peace agreement (which was never implemented)

between the Khartoum government and the Riek Machar faction of the Southern rebels also en-

couraged Swedish Lundin Petroleum to take over the Block 5A concession (formerly held by

Chevron). Lundin brought Petronas and Austrian OMV into the consortium, together forming

the White Nile Petroleum Operating Company (WNPOC).

Due to the conflict, Sudan was not able to use open bid-rounds to allocate petroleum li-

censes.190 Instead, the government has negotiated with companies deemed able to undertake the

work, and ready to work in Sudan without restriction. Although Sudan has been applying

standard production sharing agreements (PSAs) for exploration and production, they were nego-

tiated based on model agreements common before the mid-1990s, and fall short of present best

international standards. For example, there is no mechanism to adjust the government’s share in

line with oil price fluctuations (World Bank, 2009).191

In the fourth phase the new players became serious about developing the oil fields and

constructing a pipeline to Port Sudan. Sudan turned from a net oil importer to a net exporter in

1999. Four points are noteworthy: First, the investment marked the start of massive Chinese

FDI that went far beyond the GNPOC oilfield.192 CNPC brought subsidiaries from China for

[190] This is set to change with Khartoum opening a licensing round on January 15, 2012 for the blocks 8, 10, 
12B, 14, 15, and 18; the blocks are bordering Egypt, in Darfur, onshore and offshore along the Red Sea, 
south of Khartoum, and in Eastern Sudan (Petroleum Africa, 2012b). The new licensing round is an attempt 
to compensate some of the petroleum revenue lost when the South seceded in July 2011. Allocating explo-
ration rights through bid rounds allows for more efficient results and reflect that the security situation in the 
new concession areas is more stable and associated risk are reduced.

[191] Production sharing agreements split the oil revenues in cost oil and profit oil. Cost oil enables the oil compa-
ny to recover fixed investment and operating costs and a reasonable return on the investment, by using vari-
ous ‘uplift’ mechanisms, whilst the remaining production is considered to be profit oil. Equipment used by 
the oil companies is exempt from customs duties, while oil exported is exempt from export taxes. The Su-
danese Government usually takes 70% of profit oil and 30% goes to the oil company. Comparing crude oil 
export receipts with GNU crude oil revenues, the GNU share of export receipts averaged about 60% over 
2003-05, which is in line with international norms for oil profit sharing arrangements (World Bank, 2009).

[192] The Chinese presence in Sudan dates back to the 1970s. On the banks of the Blue Nile in Khartoum, the 
1976 inaugurated Friendship Hall testifies the long-standing cooperation between Sudan and the People’s 
Republic of China. In the early 1970s, the Chinese have aided in several rice growing projects, helped with 
road and factory construction, and were building the new conference and exhibition hall in Khartoum, 
financed by a USD 80m interest-free long-term loan (Collins, 1976, 15)
Today, China is present in the construction sector (dams, bridges, power plant, electricity transmission, hous-
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exploration, seismic activities, oilfield development and pipeline construction. The first 2’000

Chinese workers arrived in April 1998. Later, CNPC also built the Khartoum refinery and be-

came the operator of the Petrodar and the PetroEnergy concessions. This was coupled with

another influx of Chinese workers of which numbers differ.

Second, the Sudanese military provided (and still provides) security to the oil companies

and at the same time used oil infrastructure to continue to clear oil areas of civilians (Coalition

for International Justice, 2006). It is well documented that the army used the Heglig airstrip and

the all-weather road built by the oil companies, and army trucks were refilled from the oil com-

panies’ stocks (Human Rights Watch, 2003). Although the GNPOC Code of Ethics adopted in

September 2000 contains the principle of “refraining from availing the company resources for

political, tribal and armed conflicts”, GNPOC infrastructure was used for non-defensive action

claiming that the oil infrastructure was legally owned by the government. Talisman maintains

that it has communicated to the government that “the use of oilfield infrastructure for non-de-

fensive military purposes is of great concern to Talisman” (Talisman, 2000, 5).

Third, Talisman came under serious attacks from human rights groups (Kobrin, 2004;

Idahosa, 2002) because of its exposure although CNPC and not Talisman was the lead operator

in GNPOC. Talisman was firm in its corporate philosophy of engagement in human rights issues

and said that isolating a country was the worst thing that could be done for solving human rights

issues. The company also attempted to increase transparency and published revenue figures for

2001193 (Talisman, 2001) but this was never repeated. Talisman and Lundin (Batruch, 2008) start-

ed to invest in community development projects, although small compared to overall oil rev-

enues from those fields.194 Finally, Talisman surrendered amidst the pressure of activist NGOs

ing), in oil and mining, and in commerce (Nour, 2010b; Maglad, 2008). Also, China is the most important 
supplier of arms to Sudan. 

[193] “According to the Entitlement Model, in 2001 the Government of Sudan exported 7,602,498 million barrels 
of oil. Using oil prices provided by the Government of Sudan for each of its oil sales through 2001, this ex-
ported oil was valued at US$151,450,000. For comparative purposes, using GNPOC’s 2001 weighted average
FOB oil price realized by the partners (US$21.44) in place of the prices supplied by the Government of Su-
dan, the Government of Sudan’s oil exports were worth approximately US$163,000,000.”

[194] In the case of GNPOC, the 6 million spent in 2001 and 2002 represent less than 0.25% of the revenues from
those fields. 
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(Coalition for International Justice, 2006, 26) and the Indian state-owned ONGC Videsh took

over; Lundin sold its interests to Malaysian Petronas in 2003, which then also became the lead

operator.

Fourth, the Presbyterian Church of Sudan filed a complaint against Talisman Energy

Inc. in the US under the Alien Tort Statute (ATS) in November 2001. The allegation was that

the company conspired with, or aided and abetted, the Government of Sudan to commit viola-

tions of international law related to genocide, torture, war crimes, and crimes against humanity.

The complaint was not supported by the court and the appeal court dismissed the plaintiffs’ ap-

peal in 2009. The Court first determined that the standard of aiding and abetting liability should

be derived from international law, which was “purpose rather than knowledge alone”, and then

confirmed the dismissal of the case because there was no evidence of the fact that Talisman act-

ed with the “purpose of harming civilians living in southern Sudan”.195 On October 4, 2010, the

United States Supreme Court refused to grant the plaintiffs’ appeal request. 

The fifth phase started in 2005 when the Comprehensive Peace Agreement (CPA) be-

came effective. The wealth-sharing protocol,196 which was signed at Naivasha in Kenya on Janu-

ary 7, 2004, was a cornerstone of the CPA. The agreement specifies the distribution of oil rev-

enues from fields located in the South along the following principles: The parties agree on a

benchmark price for oil at the beginning of the year. Revenues above the benchmark are put into

an account to help stabilize revenues (Oil Revenue Stabilization Account, ORSA197). The remain-

[195] The appeal court concluded: “We hold that […] the standard for imposing accessorial liability under the ATS
must be drawn from international law; and that under international law, a claimant must show that the defen-
dant provided substantial assistance with the purpose of facilitating the alleged offenses. Applying that 
standard, we affirm the district court’s grant of summary judgment in favor of Talisman, because plaintiffs 
presented no evidence that the company acted with the purpose of harming civilians living in southern Su-
dan.” (US Court of Appeals, 2009, 7-8)

[196] Wealth sharing negotiations only started after an agreement had been reached on the fundamental principles 
on self-determination, state and religion, and security.

[197] The ORSA is a locked sub-account for the government of national unity (GNU) at the Bank of Sudan, con-
trolled by the ministry of finance and national economy (MOFNE). Withdrawals are distributed to both 
GNU and GoSS in proportion to their share of total oil revenue. Under the terms of the agreement on the 
ORSA, when the GNU accesses funds from the account, it must transfer an additional amount to the GoSS 
in accordance with its share of oil revenue – regardless of whether the GoSS needs the funds at that time. 
No rules or principles are stipulated in the agreement that would guide the withdrawal of funds. 
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ing revenues are split between the producing regions (2%), the government of the South (49%)

and the central government in Khartoum (49%).198 The revenues from oil-producing wells out-

side Southern Sudan are not covered by the wealth sharing agreement and go to the North.

Figure 19: Oil concession map Sudan (source: Global Witness, 2009a)

The account accumulated a significant amount of funds over 2002-05, equivalent to 2% of GDP at the end 
of 2005. However, there were substantial draw-downs from the account in late 2006 to finance the GNU 
and GoSS fiscal deficits and at the end of October 2006 only USD 9.3m was left in the account. Since 2006, 
withdrawals have been nearly as much as deposits; the balance in January 2011 was USD 205m (www.petrol-
goss.net, April 20, 2012).

[198] Government revenue from oil from Abyei is split as follows: 50% goes to the national government, 42% to 
the southern government, 2% to each of the oil-producing areas (Southern Kordofan in the north and Bahr 
el Ghazal region (Unity State) in the south) and 2% to each of the ethnic groups in the area, the Misseriya 
and the Ngok Dinka.
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The implementation of the wealth sharing protocol was plagued with mistrust. Since the

agreement lacked a mechanism to independently verify the production and sales figures the

South mistrusted the data presented by the Khartoum government. Comparisons of government

and company data show up to 26% lower government figures (Global Witness, 2009a). Explana-

tions provided by the government fail to account for the difference in a satisfactory way (Global

Witness, 2011) and the independent audit that was announced by the government (Global Wit-

ness, 2011) never happened.

In 2011, the secession of the South on July 9 marks the opening of the last period so far. It

has changed the framework of oil production in the Southern oil fields significantly. The new

state in the South is now in charge of most of the oil fields and oil contracts which were signed

with the North, and is responsible for the regulation of the oil sector. The first formal agree-

ments between the operating companies and the government of South Sudan were signed in Jan-

uary 2012 (Uma, 2012). The oil companies are still headquartered in Khartoum and have opened

only small corresponding offices in Juba so far. Three issues dominate the start of this phase:

First, oil companies working in the South operate under a legal and regulatory framework

which is even weaker than one they had under the Northern government. The technical and reg-

ulatory capacity of the Ministry of Petroleum and Mining and state owned oil company Nilepet

are weak and responsibilities between the two are unclear.199 

Second, the influence of the INOCs and their home governments, particularly China, is

set to increase in South Sudan. Their superior technical know-how and the training agreement

CNPC has signed with the oil ministry (Uma, 2012) carry the risk of regulatory capture. Inter-

[199] As an illustrative example, on July 7 2011, Nilepet, the National Oil Company of South Sudan, formed a 
joint venture with the Swiss company Glencore International AG, called Petronile International. The pur-
pose of Petronile International is to market the crude oil entitlements of the Republic of South Sudan and of
Nilepet in the international markets. This joint venture will help the Republic of South Sudan develop its na-
tional oil company through skills transfer and training (Nilepet, 2011).
A few days later, Nilepet denied that it had given Petronile the mandate to market governments oil; ob-
servers read it as an internal power struggle over oil marketing between Nilepet and the ministry of energy 
(Ferreira-Marques and Dziadosz, 2011).
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locutors from within the operating companies see the protection of the environment as the most

critical aspect in the South and emphasize the need for strong regulation of the private sector.200 

China has also become more important to South Sudan since Western companies are reluctant

to engage after Western powers an the UN condemned South Sudan for entering Heglig in April

2012 (Sudan Tribune, 2012f). During his May 2012 visit to Beijing, South Sudan president Salva

Kiir was promised loans and investment worth USD 8bn earmarked for basic infrastructure in-

cluding hydropower dams, roads, five universities, hospitals, a power line, a new airport terminal

and other development programs (Africa Asia Confidential, 2012a;d). 

Third, the unresolved issues between Sudan and South Sudan keep the situation

volatile. The row over fees for the use of the pipeline to export oil and the struggle over the ex-

act allocation of the oil blocks in the contested border area of Abyei201 led to a shutdown of the

oil wells in the South in February 2012 and brought both economies close to a collapse (Manson,

2012; Sudan Tribune, 2012d; Petroleum Africa, 2012a). Only after a United Nations Security

Council deadline, the threat of sanctions and intense lobbying by influential countries, particular-

ly China, which has economic interests in both countries, did Sudan and South Sudan sign agree-

ments that would allow South Sudan to resume oil production. The oil agreement stipulates fees

for the use of the pipeline between between USD 9.10 and USD 11 and a USD 3bn payment

from the South to partially compensate the North for fiscal loss resulting from losing oil re-

serves. The border security agreement creates a demilitarised zone and puts in place mechanisms

for demarcation (Africa Asia Confidential, 2012d).

[200] Interview Alfatih Yousif Tamim, GNPOC Section Head Safety 

[201] Under the CPA provisions, Abyei should decide in a separate referendum whether they want to join the 
North or South. The Referendum which was originally scheduled for January 2011, did not materialize as 
northern and southern leaders failed to agree on whether the north-linked Misserya nomads can vote.; after 
the Sudanese Armed Forces (SAF) had taken control over the region in May 2011, an Ethiopia brokered 
agreement allowed the United Nations to deploy security forces (UNISFA). Yet, Sudan as well as South Su-
dan failed to withdraw their forces from Abyei. The UNISFA mandate was extended until end of May 2012 
(http://www.sudantribune.com/UNSC-extends-mandate-of-Abyei,41076) but could not prevent that Juba 
seized Heglig in April 2012. It pulled out after 10 day occupation under pressure of the UN. 

 184



At the end of 2012, the agreement has not yet been implemented. Both sides have yet to with-

draw their armies from the border. And Sudan has declared it will not allow South Sudan’s oil

exports to flow through its territory until Juba stops its alleged support of SPLM-N rebels and

expels their leaders (Laessing and Dziadosz, 2012; Sudan Tribune, 2012c). Once this is resolved,

repairing the oil infrastructure will take months before oil can flow through the pipeline.

b) Oil reserves

Figures about oil reserves are often not only technical but also political. This holds true,

particularly for Sudan where oil plays an important role in the conflict between the North and

the South and in the internal political power struggle within the ruling elites; reliable figures

about production and reserves are difficult to get and are often disputed. Limited exploration

due to the conflict further adds to the uncertainty (Global Witness, 2009a).

Sudan ranks third among the Sub-Saharan African producers (table 13) but the overall

production trend is declining (figure 20). Particularly the biggest field (Block 1,2,4), which

produces the highest quality of crude,202 passed its production peak back in 2005. Estimates of

[202] The four productive areas in Sudan yield three types of crude of differing value, with fields on different 
production trajectories. 
Blocks 1, 2, and 4, operated by GNPOC (parts of the fields fall on both sides of the North-South border and
have not yet been definitively allocated between the two countries) yield Nile Blend crude oil and are on a 
trend of declining output. A 1’610 km pipeline runs from the production centers to Port Sudan for export 
and to the Khartoum refinery and is operated by GNPOC. Nile Blend is a good-quality crude, readily traded 
in international markets; 
WNPOC operated Block 5A (wholly within South Sudan) also produces Nile Blend crude, but on a much 
smaller scale; the field has a link to the GNPOC export pipeline. This block accounts for only 5 percent of 
production. Facilities are sized for 40,000 bpd, but output is limited to about 20,000 bpd because GNPOC 
will not accept more into the Nile Blend mix, as more 5A crude would make the blend too heavy for the 
Khartoum refinery (World Bank, 2009, 60)
The output from the Petrodar concession (blocks 3 and 7, wholly in South Sudan) is increasing, but the oil 
produced is the lower-value Dar Blend and is exported via a 1’400 km pipeline to Port Sudan. Since only a 
few refineries outside the US ! can process the waxy and acidic crude it sells at a substantial discount on the 
market so that government revenues have seen a much slower growth than production increased since Block
3 and 7 came on stream in 2006. (The changes in sanction rules issued by the U.S. Treasury in April 2011 
maintain restrictions on U.S. trade in oil from South Sudan: “The [Sudanese Sanctions Regulations] SSR will 
prohibit a U.S. company, unless authorized by OFAC, from providing services to the petroleum industry in 
the new state if those services would benefit the Government of Sudan or relate to the petroleum industry in
Sudan, or from transporting exports of petroleum or petrochemical products through Sudan. Further, should
a revenue-sharing arrangement between Sudan and the new state result in a situation where the government 
of the new state makes payments to the Government of Sudan from the sale of Southern Sudanese petrole-
um, U.S. persons generally could not engage in transactions involving the oil industry in the new state unless 
authorized by [Office of Foreign Assets Control] OFAC” http://www.treasury.gov/resource-center/sanc-

 185



reserves and future production depend upon the extent of new discoveries around the producing

areas, such as the concession in Block B (in the South) held by Total or the new exploration con-

cessions but there is little certainty about new finds and some recent indications are rather pes-

simistic about the potential.203 

Country Oil Gas 

Reserves 
(end 2007, 
in bn barrels)

Production
(2007, mb/d)

Exports
(mb/d)

Reserves 
(end 2007, 
bcm)

Production
(2006, bcm/yr)

Exports
(bcm/yr)

Angola 9.0 1.70 1.64 270 0.8 -

Nigeria 36.2 2.35 2.03 5’207 29.3 18.9

Sudan 5.0 0.47 0.39 85 - -

Gabon 2.0 0.23 0.22 28 0.1 -

Congo-Brazaville 1.6 0.21 0.21 91 - -

Chad 1.5 0.14 0.14 - - -

Equatorial Guinea 1.1 0.36 0.36 37 1.3 export started
2007

Table 13: Production and reserves in Sub-Saharan African countries 

Oil reserves also depend on the recovery factor. In Sudan it is assumed to be around

23-26% percent. Although the recovery factor to a large extent is determined by geological con-

ditions, it is seen as low by experts. An increase of 5% in recovery factors would increase Su-

dan’s remaining proven reserves by 30 percent (World Bank, 2009, 60). In December 2010, we

had the chance to interview an engineer who is providing technical assistance to the government

in the framework of the Norwegian Oil for Development (OfD) cooperation between Norway

and Sudan. Based on the preliminary analysis, Odd Skontorp sees a potential to increase recovery

tions/Programs/Documents/sudan_secede_guide.pdf)
Block 6 produces the Fula Blend of even worse quality and not sufficient for export; a 700 km pipeline trans-
ports it from the Petrodar concession fields (in the North on the territory of Southern Darfur and Southern 
Kordofan) to the Khartoum refinery where it is processed for domestic consumption. (World Bank, 2009; 
Leo, 2010; Shankleman, 2011)

[203] WNPOC relinquished Block 5B in 2009 after five exploration wells failed to strike oil in 2007 and 2008; re-
ports of an independent reserves audit for ONGC Videsh-OVL, one of the shareholders in blocks 1,2,4, and
5A, suggest that reserves there may be substantially lower than previously estimated (ONGC, 2011)
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rates by using standard methods.204 Although he made no explicit statement regarding the com-

mercial viability of using improved recovery methods, the impression we gathered was that the

companies do not want to commit investments required because of the political risk which ques-

tions the commercial viability of the investment required. The low recovery rate reflects the high

risk that companies face in a conflict environment; it shortens the planning horizon and the will-

ingness to invest in long-term productivity and reservoir management.

Pressured by the loss of revenues through the secession of the South, the Khartoum government

announced that it would increase the recovery rate from 23 to 47% in 2012 (Petroleum Africa,

2012b).205 No details were provided how this could be achieved technically and whether it re-

quires new regulation. 

Figure 20: Oil Production by Concession Area, 1997-2009 (source: Leo, 2010 based on data from Sudanese Petroleum Corporation)

[204] Interview with Odd Skontorp, Senior Petroleum Advisor with the Norwegian Oil for Development Pro-
gram, December 12, 2010, Khartoum

[205] The increase is expected mainly to come from Block 6 adding 40,000 bpd, while Blocks 2 and 4 would add 
15,000 bpd and Block 17 around 10,000 bpd; overall this would push production from 115’000 to 180’000 
bpd which represents an increase in oil related revenues of 56%
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However, even the most optimistic scenario (figure 21) with substantially increased

recovery rates and new finds suggests that Sudan will soon pass the production peak.206 The ‘win-

dow of opportunity’ to boost development from oil revenues might close sooner than politicians

want to believe. This holds particularly for the South, which currently hosts about 75% of the

production. With 98% of the government budget depending on oil revenues and most of it spent

on operational costs, transforming oil assets into other forms of lasting capital is a Herculean

task even in conditions without corruption and embezzlement.

Figure 21: Oil production scenarios for Sudan (North and South; in thousand bpd; source: World Bank, 2009)

c) Gold

The first efforts in commercial mining started in 1976 when the government of Sudan

and France’s state-owned Bureau de Recherches Geologiques et Minieres (BRGM) started to

work on geological mapping and mineral exploration. Among others things, the cooperation

brought about the discovery of gold deposits in the region of Ariab, where production started in

[206] The scenarios are calculated by the World Bank based on data from the Ministry of Energy and Mining 
(MoEM) and are described as follows: Low Case: a conservative outlook, as determined by the MoEM. 
Production in mature areas continues to decline, Blocks 3 and 7 increase modestly but then decline from 
2012. Base Case: assumes stable production in the older areas, and substantial expansion in Petrodar conces-
sion (blocks 3 and 7). Recovery factors increase modestly in all fields. High Case: adds to the Base Case an 
increase in recovery factors, and exploration bringing large new fields on stream from 2012 onwards (World 
Bank, 2009)
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1990 (Papon, 2011). To date, Ariab Mining, a joint venture between the Sudanese government

(56%207), La Mancha (40%), a subsidiary of French Areva, and private French interests (4%) is

operating the gold mine, producing around 2.5 tons a year; Ariab works on an expansion of the

existing Hassaï mine and is also exploring in the Nuba mountains. 

There are a few facts worth noting about the role Ariab’s Hassaï mine played in financing

arrangements in the past. In 1994, the Paris-based bank Lazard Freres tried to put together a

USD 35m loan for Sudan to pay back part of its debt arrears with the IMF. The idea was to

secure the loan against production by the gold mine. Yet, the gold mine’s operational value

turned out to be well short of an adequate financial level for a guarantee and the loan did not

materialize. (Africa Intelligence, 1994). Two years later, the government’s share in the mine was

used as collateral for a loan from the French bank Paribas to renovate the Port Sudan oil refinery

(Africa Intelligence, 1996). Finally, the aforementioned ‘private interests’ holding a 4% share in

the mine is the French Compagnie de Constructions Internationales (CCI), a subsidiary of

Grandes Travaux de Marseilles (GTM). The shares are to pay off debt from the excavation of

the 360 km Jonglei Canal.208,209 Construction of the Jonglei Canal was never completed; after war

resumed in the South in 1983, the SPLA attacked the workers (Moro, 2009) and a missile partial-

ly destroyed the excavation equipment in February 1984 (Allen, 2010).

This puts in context the often criticized Chinese financing arrangements, which follow

the same pattern. In risky countries with poor or nonexistent credit ratings, China (typically

through the China Eximbank as lender) secures its loans against oil or mineral exports (see e.g.

Chan-Fishel, 2007; Paik et al., 2007). It does so also in Sudan as the recent fate of an agricultural

project in Nile River state210 illustrates: The project was put on hold because China cancelled a

[207] The national majority ownership of the mine is noticeable. The FDI-oriented liberalization of minin codes 
has changed this in most countries (see chapter III.1.1). Areva is lobbying to change ownership structures to 
allow for majority holding (Interview Dominique Delorme, CEO La Mancha; May 30, 2011, Paris).

[208] Interview Jean Pierre Sierak, Deputy Director Ariab Mining, Khartoum, June 5, 2011

[209] We could not gather details about the amount of debt and whether there is a time limit to this shareholding 
related to the total amount of debt.

[210] The Sudan government gave Qatar 250,000 acres of land to encourage investments from the rich Arab Gulf 
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loan that was needed to extend electricity in the area. The loan was in return for oil shipments

which stopped after the secession of the South (Sudan Tribune, 2012a). 

With the loss of oil after the secession, North Sudan reclaimed its history of gold mining

(Klemm et al., 2001), has stepped up efforts to boost mining activities in recent years and now

offers gold exploration licenses as collateral to get new loans from potential lenders (Sudan Tri-

bune, 2012h). 

Gold production will reach 50 tons over the next years. The government has issued 45 li-

censes (see figure 22) in 2010 alone (Mazen, 2010). Companies are, among others, from China,211

Yemen,212 Morocco,213 India,214 UAE,215 Sudan, Turkey,216 Chechnya,217 and a Swiss-Canadian-Su-

danese partnership.218 The most advanced is the concession of the Chinese-Sudanese joint ven-

ture Huakan Hamadi Resource.219 It was awarded the exploration license in 2006 and is currently

in exploratory production (Fadul, 2011); the Sudanese company Rida Mining is about to start

production as well.

state. China was to extend electricity to the area but stopped when Sudan could not supply oil following the 
secession. Qatar stepped in to provide the loan after Beijing backtracked (Sudan Tribune, 2012a).

[211] North China Geology Survey Bureau (NCGSB), Tianjin Hukan Company and the Sudanese Government 
run the Huakan Hamadi Resource joint venture. The license was awarded in 2006 (Africa Energy Intelligence
N° 187) 09/24/2008; Africa Mining Intelligence N° 128 03/15/2006) 
Joint venture between Poly Technologies (China) and Dan Fodio (Sudan), awarded in 2009 (http://www.su-
dantribune.com/Sudanese-Chinese-consortium-signs,31181; December 30, 2011)

[212] Ansan Sudan Mining Company, awarded in 2008; http://www.sunanews.net/english-latest-news/1791-re-
port-prospects-and-future-of-gold-mining-in-sudan-translated-by--elham-mahmoud.html (December 30, 
2011)

[213] Managem, awarded in 2008; http://www.sudantribune.com/Moroccan-company-to-explore-gold,28630 
(December 30, 2011)

[214] Paramount, awarded in 2010 (Economist Intelligence Unit, 2010)
Orbit for Multi Activities Co. Ltd., awarded in 2010 (http://www.bloomberg.com/news/2010-11-07/sudan-
signs-10-gold-iron-mining-exploration-agreements-minister-says.html; December 30, 2011)

[215] Falak Holding, awarded in 2006 (Economist Intelligence Unit, 2008)

[216] Tahi Global, awarded in 2010 (http://www.smc.sd/eng/news-details.html?rsnpid=28884; December 30, 
2011)

[217] http://www.smc.sd/eng/news-details.html?rsnpid=28884 (December 30, 2011)

[218] http://www.sunanews.net/english-latest-news/1791-report-prospects-and-future-of-gold-mining-in-sudan-
translated-by--elham-mahmoud.html (December 30, 2011)

[219] Hanan Hamadi Resources is a joint venture between Tianjin North China Geological Exploration Bureau (a 
subsidiary of Tianjin Muakan Group Co. Ltd) and the Sudan government.
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Figure 22: Gold and iron concession map Sudan as of May 2011 (source: Geological Research Authority Sudan, GRAS)

The bulk of the expected increase in production would come from regulating the cur-

rently estimated 200’000 artisanal miners working in the country, many of whom are currently
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smuggling their finds out of the country.220 While the ministry estimates current informal

production at 20 tons per year, other see 4 to 6 tones as being more realistic figures (Heavens,

2010). Most recent estimations for total formal and informal gold exports from Sudan are at

USD 2-3bn per year (Africa Confidential, 2012). 

Artisanal mining has seen a rush in the last few years, driven by rising gold prices,

poverty and the availability of cheap metal detectors (Lavallee, 2010; Babington, 2011). Thou-

sands leave for the desert in the North of the country but produce under critical health and safe-

ty conditions.221 The mercury-based recovery methods cause significant environmental and

health damage. Sudan participated in the UNIDO Global Mercury Project222 with a pilot in the

Ingessana Hills (Davis and Ibrahim, 2007). Yet, no follow up or extension to other areas has oc-

curred since the pilot ended in 2007.223 

VII.2. Political economy of resource extraction in Chad

The political economy of the oil sector in Chad is characterized by three patterns: First,

the balance of power in post-colonial Chad has been volatile since the post-colonial era. Oil rev-

enues have been critical to consolidate Idriss Déby’s control over the political system and silence

the opposition (chapter VII.2.1). Second, Chad has successfully reduced dependence on Western

oil companies (chapter VII.2.2). Third, the attempt by the World Bank to direct oil revenues to-

wards development fell prey to an obsolescing bargain. Chad accepted a restrictive oil revenue

management model only to ignore it as soon as the players were locked in. This calls into ques-

tion whether the country’s current attempt to access EITI will improve accountability and rev-

[220] Sometimes informal miners also enter territory leased to commercial companies (Rashid, 2011)

[221] Reports about gold mine collapses and other accidents make for regular news. http://www.iol.co.za/news/
africa/gold-mine-collapses-in-sudan-1.673431 (December 30, 2011)

[222] www.globalmercurypartnership.org

[223] Interview with Mohamed Ibrahim, Geological Research Authority Sudan (GRAS), Khartoum, June 14, 2011
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enue management or only improve the president’s international standing (chapter VII.2.3).

VII.2.1. Conflict landscape in Chad

Chad has a history of significant internal and transboundary224 conflict that was going

on long before the start of oil exploration and production have started. Oil did not initiated but

exacerbated existing conflicts and provided incentives for rebels to seize power and for the in-

cumbent president Idriss Déby to invest in state capacity to protect power. For a brief outline,

we draw mainly on Massey and May (2005), Pegg (2009), Gould and Winters (2011), Magrin and

Vliet (2009), and a report from the International Crisis Group (2009).

Chad is a highly factionalized society made up of many relatively small ethnic groups.

Nomadic Toubou, Gorane, and Zaghawa – three groups that are generally practitioners of Is-

lam – live in the Saharan North; a mix of sedentary and nomadic people live in the Sahelian cen-

tral region; the largest ethnic group, the Sara, live in the tropical South and are predominantly

Christians. The South was for long the more prosperous part of the country; the French called it

Le Tchad Utile in contrast to the Tchad Inutile, which was the North.

When Chad gained independence in 1960, the dominant political party was mainly

made up of Sara as was the founding president, François Tombalbaye, who led Chad for its first

fifteen years. In the view of the Muslims in the North, the government was both unrepresenta-

tive and actively discriminatory. The particular points of contention were allegedly unfair and vi-

olently enforced taxation practices (e.g. head taxes on cattle that disproportionately affected the

nomadic people in the north), exclusion from civil service (despite the Sara’s lack of bureaucratic

training), and cultural restrictions (e.g. the prohibition of turbans, part of the traditional garb in

the north). In 1966 the country descended into civil war with several northern rebel groups fight-

[224] We don’t discuss transboundary conflicts in this context. For details see e.g.: Hansen, 2011; Massey and May,
2006; International Crisis Group, 2008.
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ing against the government. In 1975, Tombalbaye was overthrown and killed but the insurgency

continued.

In 1979, the central government collapsed and Chad turned into a patchwork of war-

lord-controlled territories. After years of fighting, Hissène Habré, one of the warlords from the

north, gained the upper hand. He became President in 1982 and was able to secure support from

France and the US. Habré consolidated his dictatorship through a power system that relied on

corruption, violence, and ethnic cleansing against groups such as the Sara, Hadjerai and the Za-

ghawa when he felt threatened by their leaders. An estimated 40’000 people were killed under his

rule. 

Idriss Déby, a northerner from the Zaghawa, ousted Hissène Habré and seized power

in 1990. When Déby moved toward exploitation of the oil fields in the South, he risked alienat-

ing his core constituency, the Zaghawa in the northeastern part of the country. Since the South

had long been the more prosperous part of Chad, the Northerners feared that oil exploitation

would further consolidate Southern economic dominance over the country. 

With the Northerners holding power and driving oil exploration, the discourse about

exploitation shifted and the South claimed that their resources (oil and cotton) were being ex-

ploited by the North.

In 1992, the rebels in the South took up arms and formed the Comité de Sursaut National

pour la Paix et la Démocratie (CSNPD) to try to prevent the Déby government from exploiting the

oil in the Doba Basin. The CSNDP also demanded the introduction of federalism in Chad as a

means of keeping oil revenues local. When the CSNPD signed a cease-fire with the Déby gov-

ernment in 1994, a radical breakaway faction of the CSCNPD from the oil-rich region of Logone

formed the Forces Armées pour la République Fédérale (FARF) to continue the struggle for

independence. 

Déby won the 1996 presidential vote and his party dominated a 1997 general election

that appeared to have been rigged in his favor (May and Massey, 2000). Some even spread
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rumors that the oil consortium provided Déby with illegal election funding (Massey and May,

2005, 268). “Oil is really what is at stake,” an international observer commented about the elec-

tions, which were held as Chad was negotiating the oil extraction framework with the oil compa-

nies and the World Bank (quoted in: Gould and Winters, 2011, 10).

To deter the population from providing support to the FARF insurgents and to elim-

inate any popular resistance to the oil project the re-elected president applied a combination of

negotiations, violence and human rights abuse such as summary executions in the years

1997-1999 (International Crisis Group, 2009, 3-4). Déby was able to obtain a settlement with the

FARF in 1998, granting a general amnesty to FARF members, the integration of civilian and mil-

itary rebels into the Chadian bureaucracy and army, and the legalization of the movement as a

political party.

During our visit to the Doba oil region, the memories of the rebel movements were still

vivid. The increasing frustration among the population about the lack of development despite

the oil wealth has given rise to nostalgia for the liberation movements. Makobeye Moussatangar,

the coordinator of a Doba based health organization was most outspoken about the feelings of

many Southerners today: He is deeply frustrated about how the region is being exploited for the

benefit of Déby’s clan and wants to stop all oil activities immediately. Makobeye Moussatangar is

even ready to take up arms again: “If we get a credible leader in the South we will bring the sacri-

fice and go for rebellion.”225

This is not an individual opinion only but represents a widespread mood in the South as another

incident illustrates: Blaise Djiadoum, a journalist from the South who is working for the NGO-

linked Radio FM Liberté, told us about an editorial piece he aired on the occasion of the seces-

sion of South Sudan in July 2011. Comparing South Sudan with Chad, he warned that the same

could happen in Chad if the benefit of oil revenues were not evenly distributed. Immediately, the

[225] Interview February 9, 2012, Doba
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secret service called the journalist on his mobile phone to deter him from repeating similar

statements.226

The advent of oil revenues allowed Déby to increase state capacity and to invest in se-

curity and military to maintain power. While rebel movements have a long history in Chad, the

availability of oil has provided new incentives for rebels to seize power. Rebel attacks in April

2006 and February 2008 came close to toppling the regime. Déby was able to hang on, partly be-

cause of external support from France and partly because of new military equipment that had

been purchased using oil revenue (Hansen, 2011; Gould and Winters, 2011). 

VII.2.2. History of oil production

The history of oil exploitation in Chad goes back to the early 1970ies, coinciding with

discoveries in neighboring Sudan. We distinguish three phases: From the early exploration and

discovery in 1973 to 1999, from the signing of the agreement by the World Bank to support the

Chad-Cameroon Petroleum Development and Pipeline Project (CCPDP) in 2000 to the start of

oil exports in 2003; this coincides with the entrance of other oil companies in the Chadian oil

sector and the development of the Ronier field by Chinese CNPC. 

a) Doba oilfield development

US based Conoco became the first foreign oil company to undertake significant oil ex-

ploration in Chad with the acquisition of the 20 million acre Permit H concession in 1969. In

1971 Shell bought a 50% share of the exploration rights; others followed, which led to the cre-

ation of a multinational consortium comprising Conoco (12.5% and operator), Royal Dutch

Shell (37.5%), Exxon (25%), and Chevron (25%). Commercial deposits were discovered in vary-

ing amounts in the Doba, Doseo, and Lake Chad basins between 1973 and 1975. 

[226] Interview February 2, 2012, N’djamena

 196



In 1981 all exploration projects were stopped due to the escalating civil war. In 1988, a

Convention Agreement was signed between the government of Chad and the consortium, grant-

ing exploration rights until early 2004 and providing for a 30 year concession to develop the oil-

fields in Doba, produce and market the crude.227 Conoco withdrew from the project, and Exxon

took over operations. Chevron sold its 20% share to Elf Aquitaine in 1992,228 henceforth Exxon,

Shell and Elf forming the consortium.

Between 1993 and early 1996 the consortium conducted economic and environmental

feasibility studies; overall costs were estimated at USD 3.7bn. Given the high upfront investment

and the volatile political situation, the consortium and the banks financing the initial investment

sought protection against government expropriation and tried to counter possible accusations

from civil society organization that oil production would support an authoritarian regime that vi-

olates human rights. The consortium requested the World Bank to act as intermediary “to help

defray risks and complications” (Runyan, in: Gould and Winters, 2011, 9).

Although the World Bank loan would cover only a small proportion of the costs, its

support was vital to encourage private investment. The World Bank agreed and hoped to make

Chad a role model to demonstrate that extractive projects can serve sustainable development de-

ploying “an unprecedented framework to transform oil wealth into direct benefits for the poor”

(World Bank, 2000b). 

During the subsequent negotiations, the World Bank leveraged its role as gatekeeper for private

investments to impose strict conditions on Chad’s government, effected subsequent amend-

ments in the environmental management plan (EMP), and designed an extensive package of

technical assistance to improve the regulatory capacity of the government as well as the capacity

to manage oil revenues and investment (see chapter VII.2.3 for details).

[227] www2.exxonmobil.com

[228] There were allegations that the French oil company Elf in the initial project for the development of Chad’s 
oil was linked to alleged support of the French intelligence service for Déby to seize power in 1990 (Interna-
tional Crisis Group, 2009).
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Figure 23: Oil concessions map Chad (source: van Vliet and Magrin, 2012)
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However, numerous environmental and human rights NGOs argued against approval, claiming

that the consortium’s community consultation did more to market the project among the people

affected than to incorporate their needs, and that environmental safeguards would be insufficient

(Gould and Winters, 2011, 9). 

In November 1999 Shell and Elf Aquitaine withdrew from the project because of low

oil prices and the intense environmental and political controversy;229 both companies were al-

ready involved in highly criticized projects in Nigeria and Myanmar respectively. By April 2000,

Exxon managed to get new partners on board: The Malaysian state owned oil company Petronas

acquired a 35% stake and Chevron came back taking a 25% share in the consortium called ‘Esso

Exploration and Production International (EEPCI).

In June 2000 the World Bank approved the project despite continued opposition from

civil society. Construction of the pipeline and development of the Doba field started immediate-

ly. The Doba field came on stream in July 2003 and the first tanker left the port of Kribi in Oc-

tober 2003, 18 month ahead of schedule. In contrast, all programs devised by the World Bank to

build government capacity in monitoring environmental and social effects of project implemen-

tation and to manage revenues ran behind schedule: They only started after construction was

completed. The two speeds of the project negatively affected oversight, mitigation of social and

environmental impacts, and hampered revenue management.

As a result of difficult reservoir conditions, production levels rapidly decreased. Esso

Chad started an infill drilling program in 2005 to meet production targets. In 2006, approximate-

ly 390 wells were constructed and it was anticipated that up to 450 wells would be required in

total. A second infill drilling program started in 2008 with an even tighter well spacing pattern,

assuming that this would increase the number of wells to about 700-750 (Carpaneto et al., 2009).

[229] Elf’s withdrawal from the oil project was seen by some observers as a sign of the deterioration in relations 
between president Idriss Déby and France. There were anti-French demonstrations in N’Djamena during 
which banners accused France of “wanting to stop the development of Chad”. To publicly demonstrate his 
anger with the French government, Déby ordered the expulsion of its ambassador, who was accused of in-
terfering in Chad’s affairs (International Crisis Group, 2009).
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As of October 2011, there were a total of 852 wells according to Esso Chad (Carpaneto et al.,

2011, 51) and 1’112 according to local NGOs (GRAMP et al., 2011, 11); more wells were still

under construction when we visited the area in February 2012. 

The original Compensation and Resettlement Plan (CRCP) was developed to mitigate

the socio-economic impacts of 300 well pads and supporting facilities only. The main measures

were financial compensation for individuals or resettlement when the remaining land of a family

became too small to support its livelihood. Communities received in-kind compensation in the

form of mills, water points or schools. With the number of wells tripling within six years, the

footprint of the project in the oilfield development area increased, taking more land in an already

densely populated area, and further fragmenting farmland and settlements. 

The number of NOGs working on oil issues – mainly financed by the West – has grown

significantly but their impact is very limited. In terms of advocacy, their biggest achievement

dates back to 2000 when their protest led to an increase of the compensation for mango trees

removed for oil installations.230 In terms of cooperation, Déby lets civil society participate in the

Collège de Contrôle et de Surveillance des Ressources Pétrolières (CCSRP) and identify what goes wrong

with revenue management – without follow up. He lets them sit in the government advisory

body, the Conseil économique, social et culturel without having a say. 

b) CNPC and newcomers

CNPC was the second player in the Chadian oil sector to start commercial production.

CNPC entered Chad in 2003 by taking over shares from Swiss-based Cliveden231 in the H-con-

cession232 where the Canadian firm Encana was the lead partner since 2002. In 2007 CNPC also

[230] We always got this answer when we asked civil society activists about their biggest success so far.

[231] In 2000, Friedhelm Eronat, head of the Geneva registered company Cliveden Petroleum, used his connec-
tions with the Déby family to negotiate separate concessions covering 437’000 km2 in the south outside the 
existing Exxon concession, in the North and West of the country; the concession has 25 years exploitation 
rights in case commercial deposits are discovered (Massey and May, 2005). In 2002, Cliveden sold 50 percent
to the Canadian Encana (van Vliet and Magrin, 2012).

[232] Block H covers the whole or partial area of seven depositional basins—the Chad Lake, Madiago, Bongor, 
Doba, Doseo, Salamat and Erdis.
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acquired Encana’s shares233 and took full control of the concession that lasts until 2025.

In 2011, CNPC brought on stream the Ronier field in the Bongor basin. It supplies

20’000 barrels per day (bpd) to the Djermaya oil refinery 30 km north of N’djamena via a 311

km pipeline. The USD 500m refinery was built in a 60/40 joint venture between China and

Chad;234 financing was provided by the Chinese partners.235 

In phase two, oil production will increase up to 60’000 bpd to supply the refinery and a

new 20 MW power station236 (van Vliet and Magrin, 2012). To export crude in a third phase, op-

tions are under consideration to connect the Ronier field to existing export pipelines, for exam-

ple the Doba-Kribi export pipeline.

With CNPC the as second major oil operator working in a vast concession area, the

Chadian government managed to reduce its dependence on the Esso Chad consortium. The Chi-

nese involvement also reduced dependence on Western donors for Chinese infrastructure

financing.237 

[233] EnCana withdrew from all African projects based on a strategic decision.

[234] The Chadian interest is held by the National Oil Company Societé Hydrocarburant du Tchad (SHT). SHT was set
up in 2006 and reports directly to the presidency.

[235] Shortly after the refinery opened in June 2011, a dispute emerged between the Chadian government and 
CNPC over the price of diesel and gasoline. The dispute led to the shutdown of production in February 
2012. It is similar to the earlier dispute with the World Bank. In both cases the Chadian government tried to 
superimpose its own rules in an obsolescing bargain. Operations resumed after the government and the 
CNPC reached a new agreement that will guide operations for the next few months. The parties signed off 
on an eleven-point agenda that includes a programme to put more Chadians in managerial positions, an audit
and a price-freeze until June 2012 (Africa Asia Confidential, 2012e).

[236] The power station will produce electricity for the capital. China Eximbank is financing an electrification 
scheme to link N’djamena with Djarmaya. The Chadian government has to pay 30% of the 95bn FCFA 
(USD 190m), while the rest will come from China Eximbank. The China National Machinery and Equip-
ment Import and Export Corporation will construct the distribution network and transmission lines (Africa 
Asia Confidential, 2011).

[237] China CAMC Engineering Company (CAMCE) built Chad’s first cement factory thanks to a USD 49m loan 
from China Export-Import Bank. Construction began in November 2007 and inauguration was in February 
2012. The Société Nationale de Ciment du Tchad (SONACIM), set up by Chad to manage the project, is headed 
by Mahamat Timan Déby Itno, the President’s nephew. SONACIM employs 300 Chadian and 100 Chinese 
workers, but the factory should be completely under Chadian management after CAMCE finishes its training
and technology transfer programme in ‘one or two years’, according to a SONACIM manager. (Africa Asia 
Confidential, 2011; 2012b)
On 14 March 2011, Transport Minister Adoum Younousmi signed a USD 7.5bn deal with the China Civil 
Engineering Construction Corporation to build a railway network which will be the single largest infrastruc-
ture project in Chad. The 1’344 km railway will be financed by China’s Eximbank and will be repaid by the 
Chadian government. The first stage focuses on Chad’s links with neighbouring countries and will connect 
Abéché to Adré on the Sudanese border and Moundou to Kouteré on the Cameroonian border. The second 
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The appetite of other large foreign companies to join the Chadian oil sector is limited;

only smaller companies enter the sector. The China Petroleum Corporation (CPC Corp.), which

is Taiwan’s state-owned oil company, signed an exploration contract with the Chadian govern-

ment in January 2006.238 A discovery of about 100 million barrels in February 2011 could lead to

the production of almost 10’000 bpd and 35’000 cubic metres of natural gas, starting in 2015.239

The company has more exploration plans for its 26’250 square kilometers concession area in the

Lake Chad and Doba basins (Africa Asia Confidential, 2011).

In 2011, two more licenses were awarded to small players: In August 2011, President

Idriss Déby approved a production sharing contract (PSA) with EHRC240 for three oil explo-

ration blocks241 (Economist Intelligence Unit, 2011). Calgary-based Griffiths Energy,242 a compa-

ny which seems to have no assets or interests outside Chad, was awarded a PSA for a 25’000 km2

concession area extending to the East and West of the Esso Chad concession.243

VII.2.3. Doba arrangement

The World Bank has played a unique role in getting oil production started in Chad. The

institutional framework that the World Bank Group has set up has influenced the way in which

the project implementation unfolded. 

The main ambition of the World Bank was to prove that petroleum revenues can effec-

phase will connect the border regions to the capital. Construction is expected to begin in 2012 once the 
financing terms are agreed. (Africa Asia Confidential, 2011)

[238] The agreement was signed only a few month before Chad shifted its diplomatic relation from Taiwan, its ally
since 1997, to mainland China in June 2006.

[239] http://taiwantoday.tw/ct.asp?xitem=149365&ctnode=445&mp=9 (March 8, 2012)

[240] EHRC is a small US-listed company with a 42% interest held by Nigerian businessman Emeka Offor.

[241] BDS 2008, Chari-Ouest III and Manga, the two former blocks being close to the Doba basin oilfields while 
Manga is an unexplored area on the north side of Lake Chad, on the border with Niger.

[242] Ronald W. Royal, former President and General Manager of Esso Chad from 2002 to 2007 sits on the board 
of directors of Griffith Energy Ltd.

[243] Griffiths holds the Chari-Ouest (Borogop) and Chari-Doseo blocks in Southern Chad in the Doseo and 
Eastern Doba basin; the (Mangara) and DOI (Badila) blocks; and the DOH (N’Donambo) bloc. http:/
/www.griffithsenergy.com/i/pdf/maps/Africa-pullout-map-with-Chad-properties.pdf (March 8, 2012)
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tively fight poverty and support development. To this end, it devised a package of institutional

measures and technical assistance that were grouped around three clusters: a) an oil revenue allo-

cation and monitoring scheme; b) a capacity-building program to manage the oil sector; and c)

an operations monitoring framework to mitigate the project’s impact on the environment and on

area residents. The latter directly affects the operations of Esso Chad.

a) Oil revenue allocation scheme

At the center of the first cluster of the World Bank Group intervention was the Petrole-

um Revenue Management Law 001 (PRML), designed to ring-fence oil revenues from political inter-

ference and to direct them to finance development. 

Idriss Déby Itno accepted serious restrictions to the sovereign use of revenues and

signed the PRML into law in January 1999; it was the only possibility for him to get access to pri-

vate investment and expertise needed to get oil production started. The law stipulated the fol-

lowing spending schedule for net direct oil revenues (royalties and dividends): 10% is put into a

Future Generations Fund and 90% into a special Oil Revenue Escrow Account,244 subject to dis-

closure and audit. From the escrow account share, 80% is allocated to five priority sectors for

poverty reduction (education, health and social services, rural development, infrastructure, and

environmental and water resources), 5% for regional development around Doba, and the re-

maining 15% goes to the Treasury current account (figure 24).

Once oil revenues started to flow in 2003, Idriss Déby pushed for a revision of the law

on the grounds of the deteriorating security situation following rebel attacks, and of the wors-

ening Darfur crisis that was causing a significant influx of refugees. Capitalizing on the dynamics

of an obsolescing bargain (Gould and Winters, 2007) the Chadian parliament unilaterally and in

violation of the agreement with the World Bank amended the PMRL and added justice, security,

and territorial administration to the list of priority sectors in December 2005. This move in-

[244] Escrow account with Citibank in London
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creased the share of direct oil revenues that could be spent on non-priority sectors from 15 to

30%, and abolished the Future Generations Fund (Pegg, 2009). Subsequent rounds of negotia-

tions could not restore the intentions of the original agreement and the World Bank engagement

finally ended in September 2008 when Chad fully repaid the World Bank loan.

Figure 24: Proposed flow of funds in the original design of the institutional framework for Chad (source: Gould and Winters, 2007, 28)

The PRML also created the Collège de Contrôle et de Surveillance des Ressources Pétrolières, CC-

SRP. The body authorizes the withdrawal and spending from the oil revenue account to ensure

that oil revenues are channeled into development projects in priority sectors, and guards against

waste or misuse of these funds.

It is generally acknowledged that the CCSRP (consisting of four members from civil so-

ciety, five from the National Assembly, the executive, the judiciary, and the Banque des Etats
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d’Afrique Centrale (BEAC)) has showed remarkable independence and submitted substantial re-

ports identifying the weaknesses of revenue spending. However, none of the recommendations

were implemented and the CCSRP was weakened over time by a lack of access to funding out-

side the discretion of the presidency and by replacing some of its members with individuals from

the inner circle of the president’s entourage.

b) Capacity building program

The second cluster of intervention packages provided capacity building to the Chadian

government to regulate the oil sector, to mitigate negative impacts, and to manage oil revenues. 

The Petroleum Sector Management Capacity-Building Project245 focused on the regula-

tory capacity to manage the development petroleum resources in an environmentally and socially

sound manner (World Bank Independent Evaluation Group, 2009, 88).

The implementation failed completely. The USD 25.7m technical assistance component

was rated ‘unsatisfactory’ by the Independent Evaluation Group (World Bank Independent Eval-

uation Group, 2009, 88). Delay of project implementation and lack of effectiveness meant that

neither the government’s monitoring agency, Comité Technique Nationale de Suivi et Contrôle (CT-

NSC)246 nor the Ministry of Environment and Water Resources (MMEW), the Ministry of

Mines, Energy, and Petroleum (MMEP)247 or the Doba Project Unit (DPU), were able to con-

duct independent monitoring during the development of the Doba oil field and the construction

of the export between 2000 and 2003. Also, none of the intended environmental regulations

have been approved nor were any performance indicators established related to geophysical,

[245] The Project Appraisal Document states as goals: “a) strengthen the capacity of Chad to manage the develop-
ment of its petroleum resources in an environmentally and socially sound manner, beginning with the 
ECLAC (DPP) in southern Chad; b) strengthen the capacity of Chad to minimize and mitigate the potential 
negative environmental and social impacts of the DPP on the producing region; c) strengthen local capacity 
in the Doba region, and provide opportunities for the region’s residents to improve their living conditions; 
and d) establish an effective framework for further sound private sector investment in the petroleum sector, 
and engage effectively with such investors” (World Bank Independent Evaluation Group, 2009, 91).

[246] CTNSC ceased to function after 2007 (World Bank Independent Evaluation Group, 2009, 31)

[247] The Ministry was destroyed during rebel attacks in February 2008, further aggravating the situation.
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forestry, health, and other relevant areas within its responsibility. (World Bank Independent

Evaluation Group, 2009, 89). 

Similarly, measures to mitigate negative impacts on the producing region came late, had no effect

and fully collapsed when the World Bank closed down its activities in 2006. The activities aimed

at limiting migration, financing social infrastructure facilities, supporting local development activ-

ities, conducting information and communication activities were either not fully implemented or

had no noticeable impact. 

The second component, the Management of the Petroleum Economy Project (World

Bank Independent Evaluation Group, 2009, 88) focused on the management of the oil revenue

by improving public resource management, building capacity to increase public expenditure in

priority poverty reduction activities, and by fostering better public finance governance. 

After spending USD 19.5m the Independent Evaluation Group found that “[l]ittle improvement

was achieved in public expenditure management” and “[i]f anything, the current state of public

financial governance is worse than at the time of Board approval in early 2000” (World Bank In-

dependent Evaluation Group, 2009, 107).

c) Operations monitoring framework

Finally, the third cluster in the institutional framework crafted by the World Bank con-

sisted of the Environmental Management Plan (EMP) to mitigate project impact on the environ-

ment and the local population and a two-tier external project monitoring and advisory structure

established and financed by the World Bank Group. It is of particular interest for our research

since it directly affected the operations of Esso Chad.

The World Bank rejected the original EMP submitted by the consortium and requested

a revised and improved version based on a more extensive Environmental Impact Assessment

(EIA). The overhauled and revised 19-volume document became part of the lending agreement

with the IFC and hence the guiding instrument for project compliance during construction and

operation. Cvil society objected to the new EMP claiming the terms would not be sufficient.
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The arrangement made provisions for an External Compliance Monitoring Group

(ECMG) to monitor the implementation of the EMP by the Consortium (World Bank Indepen-

dent Evaluation Group, 2009, 57). Because of the failure of the capacity-building program, the

ECMG was de facto the only entity with a limited quasi regulatory function.248 The ECMG visit-

ed the project three times a year during the construction phase and has continued to do so once

a year during the operational phase at an average cost of about USD 400’000 per annum.249 

The ECMG played a positive role in raising issues encountered during construction and

operation and in proposing corrective measures. According to several accounts, the contractual

character of the EMP obliged Esso Chad to honor the EMP. The consortium was also respon-

sive in taking mitigation measures where issues were raised250 by the ECMG (World Bank Inde-

pendent Evaluation Group, 2009, 57). The number of non-compliance incidences with the EMP

fell from 49 in 2005 to 17 in 2008. 

At the same time, EECPI refused to change in the EMP as requested by the ECMG in

order to reflect the new situation given by the infill drilling program and the subsequent dramatic

increase in the project’s land use. The consortium was firm in the position that it is only legally

bound to the actions detailed in the EMP. Since the IFC had no power to impose a revision of

the EMP, the consortium devised a Land Use Management Action Plan (LUMAP) to fine-tune

implementation procedures only instead of addressing the issue in a more fundamental way. 

From the perspective of IFC, ECMG and the Independent Advisory Group (IAG),251

the implementation of the infill drilling program does not pay adequate attention to the recom-

mendations of the Barclay-Koppert report (Barclay and Koppert, 2007) leaving “serious con-

[248] Together with the IFC’s Environment and Social Department which is a standard body to monitor lenders’ 
project but has no sector-specific knowledge.

[249] IFC appointed the consulting firm D’Appollonia (Genova, Italy) as ECMG.

[250] Examples include: Changes in the oil spill response management system, efforts to reduce well pad size and 
return land to farmers, efforts to revise the resettlement and compensation program in Chad based on the 
recommendations of the Barkley-Koppert report (World Bank Independent Evaluation Group, 2009, 74).

[251] The IAG was set up as panel of experts to advise IFC and the government. The work of the IAG was based 
on field visits.
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cerns about the livelihood impacts on villages of the infill drilling program and the dramatic in-

crease in land use by the project for wells, flow lines, roads, etc.” (World Bank Independent

Evaluation Group, 2009, 75). 

Esso Chad commissioned and paid for a re-assessment of the Barclay-Koppert report. The study

carried out by the UK-based consultancy Environ came to the conclusion that the implementa-

tion was adequate and only the communication with communities was to be improved

(Daetwyler and Preece, 2010). Esso Chad concluded that the EMP was being implemented

broadly in accord with what had been reviewed and approved at appraisal. 

NGOs deem the EMP’s environmental and social safeguards insufficient and evaluate

the projects respective performance as unsatisfactory. In particular, environmental impact is seen

to be severe and the infill drilling program would increasingly deprive local people of their liveli-

hood. The compensation mechanism had failed for a number of reasons: First, most farmers

were unable to cope with cash windfalls; second, training for alternative income generation was

useless given the lack of subsequent business opportunities; third, the agricultural intensification

training has not led to increased productivity and hence failed to generate compensatory income.

To sum up, four points are important in the context of our research: First, although in-

fill drilling programs are common practice this option was not covered as a possible scenario in

the EIA and the EMP has made no provisions. The consortium had no interest in addressing

such an option and the World Bank failed to anticipate the possibility. Second, EECPI insists on

the provisions of the initial EMP irrespective of substantial changes to the oilfield development

program that nearly tripled the number of wells and poses significant challenges to restore affect-

ed people’s livelihood effectively. The consortium’s stance may be legally correct. From a human

rights perspective, it is an infringement of the farmers’ human right to an adequate standard of

living (Art. 25 UDHR) due to corporate activities for which the company bears full

responsibility.

Third, the World Bank-commissioned IEG concluded that in a large scale project the
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usual compensation measures and corporate social responsibility initiatives do not lead to the de-

sired result of livelihood restoration. What was needed was to 

“move toward regional economic development plans. […] While the villagers were

compensated well above the national norms, full restoration of livelihoods has not been

achieved. It would have served the project well to have put in place longer-term devel-

opment objectives and supplemental activities that addressed rural development and

poverty alleviation. This also would have been useful for managing expectations, since

projects like PDPP252 that provide short-term benefits, such as employment and com-

pensation, also raise individual and community expectations for longer-term benefits.”

(World Bank Independent Evaluation Group, 2009, 52). 

This statement by the IEG marks a clear departure from a mitigation approach towards a devel-

opment view. It links the development prospects of the entire region together with those of the

oil production – as it was the original intention of the World Bank. But that does not seem to be

in the interests of Exxon: ‘We should never have called this a development project.’ told Ron

Royal, then President of Esso Chad Chad back in January 2007 (quoted in: Horta et al., 2007, 5).

Finally, Idriss Déby managed to meet the expectations of the Western donors without making

governance concession as the Doba arrangement and the involvement of civil society illustrates.

The recently-started process to access EITI carries the risk that this will again please Western

donors and improve his international standing without changing oil sector governance. 

[252] Petroleum Development and Pipeline Project
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VIII. Data and findings

In this chapter, we report on the data we gathered during field work to assess the cor-

porate responsibility performance and the effect on capital accumulation. The chapter is orga-

nized as follows: For each type of capital we first introduce the context relevant to the sample

companies and general considerations about the scope of corporate responsibility; next we

present the most salient observations related to the OVs. We conclude each section by summa-

rizing patterns and trends across the company sample.

The detailed assessment results for the case study sample are presented in annex III.

UNGC VP EITI ICMM-SDF253 CyanideCode254

Areva x – x x –

Chevron – x x n.a. n.a.

CNPC – – – n.a. n.a.

ExxonMobil – x x n.a. n.a.

ONGC – – – n.a. n.a.

Petronas – – – n.a. n.a.

Sinopec x – – n.a. n.a.

Table 14: IOC/INOC sample companies’ participation in voluntary governance initiatives (source: www.globalcompact.org; www.volun-
taryprinciples.org; www.eiti.org; www.icmm.com; www.cyanidecode.org)

CSR is on the agenda of all sample companies: All parent companies have published a

corporate code of conduct or a health, safety and environment (HSE) policy, a commitment to

[253] The Sustainable Development Framework of the International Council on Mining and Metals (ICMM-SDF) 
is an industry initiative. Members of the ICMM voluntarily commit to apply the SDF principles to their oper-
ations. It is not applicable to oil companies.

[254] The ‘International Cyanide Management Code For the Manufacture, Transport, and Use of Cyanide in the 
Production of Gold’ was developed by a multi-stakeholder Steering Committee under the guidance of the 
United Nations Environmental Program (UNEP) and the International Council on Metals and the Environ-
ment (ICME, which is today the ICMM).
The Code is an industry-led voluntary program for gold mining companies, focusing exclusively on the safe 
management of cyanide and cyanidation mill tailings and leach solutions. Companies that adopt the Code 
must have their mining operations that use cyanide to recover gold audited by an independent third party. A 
summary of the udit results is made public on the website www.cyanidecode.org.
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community development (CD) and CSR, and have a dedicated section on their website to inform

about the company’s CSR engagement. As shown in table 14, some of the parent companies par-

ticipate in voluntary corporate responsibility initiatives relevant to the extractive sector. Most

companies have their HSE operations certified (table 15). Such certification checks on the exis-

tence of a formalized management system for environmental issues (ISO 14001) or operational

health and safety (OHSAS 18001). Yet, it does not per se require or guarantee high quality

standards; they may for example be used to guarantee that the company’s operations stay within

the country’s norms, which in the case of Chad and Sudan are lower than international best prac-

tice would require. 

Operating company
Parent companies / owners
(bold = lead operator)

Certification for environmental and occupational 
health and safety (OHSAS) procedures

Ariab Mining Company Areva, Sudan Government, CCI –

Esso Chad ExxonMobil, Petronas, Chevron OMIS255

GNPOC CNPC, Petronas, ONGC, Sudapet ISO 1401, OHSAS 18001

WNPOC Petronas, ONGC, Sudapet ISO 14001, OHSAS 18001 

Petrodar CNPC, Petronas, Sinopec, Sudapet, Tri-Ocean ISO 14001, OHSAS 18001

CNPCIC CNPC ISO and OHSAS under preparation256

Table 15: Company sample HSE certifications (source: author, based on company websites)

[255] OMIS is a proprietary standard of ExxonMobil with an internal audit system; according to Lloyd’s Register 
Quality Assurance assessment in 2010, it is consistent with the intent and meets the requirements of ISO 
14001 and OHSAS 18001 (http://www.exxonmobil.com/Corporate/Imports/ccr2010/pdf/communi-
ty_ccr_2010.pdf page 23 (March 8, 2012).

[256] CNPC policy requires certification for all operations. http://www.cnpc.com.cn/eng/socialreaponsibility/en-
vironment/ (March 10, 2012)
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VIII.1. Physical capital

VIII.1.1. Context

a) The issue at stake

The responsibility for providing public infrastructure is with the government: Infra-

structure for transport (roads, bridges, railways, ports), utilities (electricity and gas networks, wa-

ter supply, wastewater collection and treatment), social infrastructure (hospitals, clinics, schools,

leisure), and public buildings (government and administration). 

In Sudan and Chad, the process of selecting, prioritizing and building infrastructure is a

means through which existing inequalities are exacerbated: Infrastructure is predominantly built

to favor the ruling elite’s constituencies without adequately benefitting the poorer segments of

the population and the producing areas. In Sudan, this is mainly the Khartoum area and the cor-

ridor up to Port Sudan; in Chad it is confined to the areas where the Zaghawa live. The procure-

ment is typically used to foster clientelism, not to maximize value for money. As a result, Sudan

and Chad rank in the Public Investment Management Index (Dabla-Norris et al., 2010) in the

weakest quartile of 71 countries. 

Chad’s dysfunctional system is well documented and literally each and every one of our

interviewees in Chad was concerned about how oil revenues are squandered. Take for example

education: Standard six-classroom schools were built regardless of local school-age population in

the district, and the availability of teachers and supplies. Some schools were put where local

politicians live, regardless of need. As a result, some communities have empty classrooms while

others lack school capacity and have been forced to build straw shelters (World Bank Indepen-

dent Evaluation Group, 2009). Ten universities are under construction in a country with 11

million subsistence inhabitants without having – or investing in – adequate teaching personnel

and with no job options for graduates.
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Picture 1: NGO campaign in Chad against the squandering of money in ill-conceived infrastructure projects
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It is much the same with health infrastructure: A much needed regional medical center was com-

pleted in Doba in late 2010 but it was still standing idle and without equipment when we visited

the area in February 2012. This is endemic: According the World Bank, more than half the

health facilities to be constructed did not appear in the list of priorities defined by the Ministry of

Health, and most were not provided with the personnel, equipment, and medicines needed for

their functioning. As a result, the 14 hospitals and 85 health centers that were built will be unable

to render any service for years (World Bank Independent Evaluation Group, 2009, 19-20).

There are other cases. Take, for example, the Doba football stadium. It is not clear why

it was built: Doba hosts no soccer club. And even where the demand is obvious, a prevailing fea-

ture is that the infrastructure is overpaid257 for and executed by companies that have no track

record. Even companies that receive repeated bad ratings from the Comité de suivi budgetaire for

their performance are still awarded new contracts. The transportation sector and infrastructure

received close to half of all spending in 2003-2006. The largest share of contracts was awarded to

the Société nationale d’entretien routier (SNER), a former state company that was privatized for the

benefit of President Déby’s older brother (Magrin and van Vliet, 2009, 147). The World Bank

concludes:

“The efficiency of expenditure has been very low, from violations of fundamental pro-

curement and financial management rules, much higher unit construction costs than in-

ternational or regional norms, and, most damaging, neglect of the balance between in-

vestment and recurrent cost, which resulted in new facilities unable to operate for lack

of the requisite current inputs.” (World Bank Independent Evaluation Group, 2009,

xiii)

b) Responsibility of companies 

As mentioned earlier, building infrastructure is a key responsibility of the government.

It is capital-intensive and revenues from resource extraction are a key source for funding. Corpo-

[257] According the World Bank, the average cost of a primary classroom block in Chad has been CFAF 30 
million (about USD 64’000), extremely high by comparison to either international or regional norms and 
double the cost of construction financed through the state budget rather than through oil revenue (World 
Bank Independent Evaluation Group, 2009).
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rate investment in any case would be small compared to the need. 

One can argue that in a dysfunctional environment there is a justification for companies

to invest in basic infrastructure in host communities in the extractive areas because governments

obviously neglect the needs of the poorer segments of the population. The argument has some

merit as long as the company is willing to engage in the question of the related service delivery. 

However, the consideration of leverage based corporate human rights responsibility provides a

much stronger argument for companies to pressure the government to discharge its responsibili-

ties – or at least apply a combination of both. The question whether companies use their lever-

age to engage with the government to provide services to all population groups is assessed under

social capital.

As a general tendency, we have observed that building schools, clinics and water points

is among the preferred CSR activities of companies providing success stories in all the CSR re-

ports but we found no case where companies used their leverage to pressure for strategic infra-

structure development. Where companies build infrastructure, ‘value for money’ criteria apply in

analogy to those for public investment (Dabla-Norris et al., 2010): Strategy and project selection,

planning in consultation with beneficiaries, quality of implementation, coordination to guarantee

proper operations and maintenance, and control of cost and quality.

VIII.1.2. Findings

Typically, the motivation of the sample companies to engage in digging water wells,

building schools, constructing hospitals and bridges is a mix of charity and buying support from

communities and (local) leaders.

The approach to providing infrastructure differs between companies and reflects a dif-

ferent approach to corporate responsibility. The differences even persist in Sudan where compa-

nies are not completely free in the design of their community development programs, particular-
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ly infrastructure development. According to WNPOC,258 the companies have to submit their

annual community development program to the Community Development Committee (CDC) in

the Ministry of Petroleum (MoP). The CDC, which is presided over by the Minister, has to ap-

prove the program and often requests changes from the companies as it sees fit. 

Companies also have to co-finance the community development program of the MoP. It con-

sists of road construction, electrification and similar infrastructure to increase security along the

pipeline, oil stations and other strategic locations, according to WNPOC.259 The company contri-

butions are defined in the Exploration and Production Sharing Agreements (EPSA). In the case

of Petrodar this amounted to USD 250’000 per year during exploration and USD 300’000 since

production started.260

Despite these limitations there is still significant room for companies in Sudan to design

their own programs. WNPOC and GNPOC seem to have more of a development approach and

consider community demand and operational aspects, while Petrodar puts infrastructure in place

without much consideration of the situation on the ground. 

Some salient observations for the sample companies are reported below.

a) GNPOC

GNOPOC was CNPC’s entry investment in Africa in 1996. GNPOC has constructed

kilometers of roads to facilitate operations in a largely unroaded area. It benefits the population

but also was used during the war by the SAF and the different militias. 

In the late 1990s, GNPOC built a hospital close to its operational base in Heglig, one

of the fiercely contested areas between the North and the South. The hospital was financed by

GNPOC and with additional investment from Talisman, which had a strong influence on the

[258] Several discussions in December 2010 and June 2011 in Khartoum

[259] According to our sources at WNPOC, it used to be fully paid for by the companies but in the last few years 
the MoP started to spend from its own budget as well. 

[260] http://www.petrodar.com/content.php?GL=4&PL=17 (March 9, 2012)
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community department as several of our interlocutors pointed out. The hospital building was ex-

tended in 2009/10, long after Talisman had backed out of the project.

Since its inception, GNPOC has also operated the Heglig hospital and offers free treatment for

workers and the local population alike. The use statistics indicate that this was a well-targeted in-

vestment261 and the recent expansion suggests a long-term commitment. 

Other GNPOC community investments in the context of the North-South secession

were obviously effected to manage political relationships and maintain the enabling environment.

The first investment was in Pariang in South Sudan’s Unity State, close to the boarder with the

North. The town was hit very badly during the civil war but has not benefitted from oil extrac-

tion. This has raised the ire of the local population, groups of angry youths erected road blocks

against GNPOC and seized company vehicles. When protests started to seriously affect the busi-

ness, GNPOC started to negotiate and agreed to construct about 55 km of roads in the area,

pave about 20 km of streets within Pariang town, and construct water points, schools and clinics.

“Sometimes, it pays to behave badly!”262 concludes Leben Moro, a South Sudan scholar who has

specialized on the community relations of oil companies. And Taban Deng, the governor of Uni-

ty State comments: “Companies don’t do enough, and we leave it to the community to settle

with the companies.”263

When it became obvious that the South would vote for secession, GNOPC gave up on

the policy not to support secessionist movements but was still careful not to put at risk its rela-

tions with the North in order to protect its oil investments on both sides. GNPOC started to po-

sition itself favorably for a two-country future and offered a computer lab to the university of

Juba in 2010.264 In April 2011 it opened the GNPOC-built and equipped Bentiu Hospital, a USD

[261] For details of the operations, and for the discussion of concerns that most patients were Misseriya Arabs and
access for local Dinka was restricted, see section on public health (chapter VIII.3.2.2.b).

[262] Interview December 9, 2010, Juba

[263] Taban Deng who in public attacks companies at the same time frequently uses WNPOC services such as air-
plane transport to Juba or Khartoum (Interview with WNPOC staff, December 13, 2010, Khartoum).

[264] An earlier example of building relationships with the South was the computer laboratory for 60 people which
CNPC had donated to the university of Juba, South Sudan and inaugurated in July 2010 (constructed by Bei-
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760’000 investment, run by hospital manager Xhang Xinmin and a team of Chinese doctors and

nurses. Bonifacio Taban Kuich a South-Sudanese journalist based in the ‘oil capital’ Bentiu and a

long-time observer of oil and politics in Unity State confirms this functionalist impetus:

“Even after the Comprehensive Peace Agreement (CPA), the Chinese maintained its

wary relationship with South Sudan, keeping all their staff in Khartoum. When it be-

came clear that the referendum was going to happen, and that South Sudan was going

to vote for independence, the Chinese started to reach out to the SPLM leaders. De-

spite the fraught history between the two parties, both GoSS and the Chinese have

pledged to work together to keep pumping oil in a future Republic of South Sudan. The

Bentiu hospital seems to be a sign of those improving relations in the first place.”

(Kuich, 2011b)

Furthermore, with its team of 40 people working in the community department, GN-

POC spends around 30% of its annual USD 4m community investment budget along the 1’500

km pipeline from the Muglad Basin via Heglig and Atbara to Port Sudan. Beneficiaries of water

points, schools and dispensaries are identified and selected with local commissioners and chiefs

within a 20 km distance of the pipeline. Fadil Nair Ahmed,265 section head community develop-

ment at GNPOC declares: “Those projects are important to protect the pipeline.”266 

b) Petrodar

Petrodar, also managed by CNPC, has a long list of community investments from

2002-2010267 in the concession area and along the 1’500 km pipeline to Port Sudan. Yet, evidence

gathered from interviews with community representatives,268 reports from NGOs (ECOS, 2006),

and statements from local administration (e.g. Fick, 2010; Harman, 2007) suggests that the mon-

ey spent resulted in no or only minimal value for the local population: First, most of the invest-

jing Construction Ltd).

[265] Interview June 16, 2012, Khartoum.

[266] The GNPOC community department is part of security and run by the government’s military personnel (for 
details see chapter VIII.4.2.2). 

[267] http://www.petrodar.com/content.php?GL=4&PL=17 (March 9, 2012)

[268] Interview with Reverend James Ninrew, Secretary General, Nuer Peace Council (NPC), Member of Sudan 
Oil Human Security Initiative (SOHSI), and key plaintiff in the Talisman Energy Case in the USA Court, De-
cember 8, 2010, Juba.
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ments claimed under community development are for corporate use only. For example, most of

the over 860 km of roads are, in spite of claims to the contrary, not for public use. The same

holds for the 40 MW Palouge269 power plant. We could not get confirmation that it is used for

the electrification of the town as officially declared. Second, the infrastructure does not deliver

services. The USD 1.3m hospital in Palouge, opened in April 2006, was located in an isolated

place together with a school, police post and a mosque. It was built as an incentive for people to

move away from oil installations but people have refused to move there because the location is

known to be frequently flooded during the wet season (Sudan Tribune, 2006; ECOS, 2006). The

forty-bed hospital fully equipped with beds, furniture, surgical theaters and air-conditioning re-

mains idle, is too far from where the communities live and the local administration has no oper-

ating budget. Later, Petrodar has offered a cost-sharing arrangement which the County Commis-

sioner has rejected. There are only some soldiers and their families are living in the school

(Norwegian Directorate for Nature Management, 2009, 50-51). The mosque built by Petrodar on

the same compound stays idle as well – a church would serve the Christians population of the

area better (ECOS, 2006).

There is a complete absence of needs assessment or consultation with the local popula-

tion. The absence of needs assessments is rather the norm than the exception as Hassan Abdel

Ati has confirmed.270 He was the professor of development studies at UofK but resigned in the

1990s because he refused to teach in Arabic as imposed by the Islamic government. Today, Ab-

del Ati is director of the National Civic Forum and works as a consultant. In this capacity he was

asked for a social development study as part of one of the pipeline construction projects. Ati

submitted a proposal for a needs based assessment – but his proposal was never even answered.

For him it is clear: “Services provided by oil companies are not based on demand, they are only

politically motivated. Politicians tell them put a school here or there.” 

[269] Palouge is also written as Palouch, Paloich, Palough, Paloic, Palogue, Faluj, and Falouj. 

[270] Interview Khartoum, November 29, 2010
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c) CNPCIC

The third CNPC-managed operating company uses a different strategy again. CNPCIC

joined the consortium in 2003 and brought the Ronier field on stream in 2011. Since CNPCIC

became the sole owner in 2007, investment in community infrastructure in the producing area

has been limited to a school in Koud-alwa and three water wells with hand pumps.271 During our

visit to Koud-alwa, the chefs de canton bitterly commented on the four class rooms: “After we saw

the foundation we told the company that the size is by far not sufficient to accommodate several

hundred children and also that our classes are far bigger than any of the rooms can fit. Yet, the

answer was that this was a gift and that we wouldn’t have a say in it.”272 The water pumps were

reportedly broken after a few months without any follow up from CNPCIC. 

The village chief in Diriti273 and the prefect in Busso274 reported that they had asked

CNPCIC for schools, dispensaries and water without success. Mathieu Ngarnadgial, village chief

of Diriti reports that CNPCIC has even closed down a well they had drilled for their temporary

camp during the construction of the pipeline. The village chief later hired a technician to re-open

the well; today is is used by the village. 

In N’djamena, we met Wei Yu in his office.275 The CNPCIC Head of Health, Safety, Se-

curity and Environment (HSSE) sees the school in Koud-alwa as a great contribution to the

community and explains why his company does not construct dispensaries or clinics. CNPCIC,

he argues, wants to avoid problems later on with operating the facilities. The government would

not be able to carry on the clinics because it lacks funding for personnel and for medication. “It

would create a dependency between the company and the local population, something CNPCIC

[271] The bronze donation plate reads: “La construction de l’école primaire de Koud-alwa est financé par CNPC International 
Chad (CNPCIC), la China Petroleum Engineering Construction Company (CPECC), la Great Wall Drilling Company 
(GWDC), la China Soluxe International (CSI). Composée de quatre salles de classe, d’un terrain de football et deux tables de 
pingpong, l’école a été mis en fonction en date de 24 juin 2011.”

[272] Interview February 5, 2012, Koud-alwa, Chad.

[273] Interview February 5, 2012, Diriti, Chad.

[274] Interview February 4, 2012, Busso, Chad

[275] Interview February 2, 2012, N’djamena
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wants to avoid,” explains Wei Yu. 

The CNPCIC approach to engagement with host communities seems closer to the

Petrodar than to GNPOC position. Two arguments can explain the more proactive approach of

GNPOC and both probably hold some truth: One argument suggests that the Talisman-coined

CSR culture is still strong in GNPOC. The other suggests that GNPOC steps up its community

engagement because it works in the most contested and conflictive environment. We will come

back to this question in chapter IX during the discussion of the results.

d) WNPOC

The CD program of WNPOC goes back to the time when Lundin Petroleum was lead

operator. It was established as a reaction to the deteriorating security situation when “manage-

ment felt that ties with the local communities should be reinforced to preserve the company’s

social license to operate” (Batruch, 2011, 155). Lundin sold its interest to Petronas in 2003 but

continued to monitor the CD program for some time. Two team members we have interviewed

have worked for the CD department since its inception.

WNPOC’s community engagement differs from those discussed so far. Besides roads

and bridges that improve transportation as side effect of operations, WNPOC builds very few

and comparatively small infrastructure projects. Instead, WNPOC focuses on providing services

to communities through its team of community workers and with small projects that are integrat-

ed in the local communities. 

The differing approach is also reflected in the organizational setup. As the only oil company in

Sudan WNPOC has located its CD unit outside the security department. This is remarkable since

it allows it to hire qualified community workers while employees of the security department are

government-appointed military and police personnel.
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Also, the overall CD investment seems to be higher in comparative terms: Producing about

40’000 bpd of oil, the CD investment budget reaches roughly USD 3m per year;276 the respective

figure for GNPOC is 300’000 bpd and a USD 4m CD budget; the WNPOC investment is still

higher when the USD 2.3m for the operation of the Heglig hospital is added.277

e) Ariab

Ariab has built a school, a clinic, water supply and some other community infrastruc-

ture at Bir Ajam, about 40 km from the mine. The place was selected to keep the local popula-

tion and nomads at a distance from the operations. Bir Ajam has grown to several thousand peo-

ple over the last few years because of the services offered. Ariab channels its CD investment (a

total or USD 3m so far) through the Red Sea Development Fund, a company-controlled vehicle

that was established in 1998. The local community can present a prioritized wish list every year; a

committee then decides about investments until the annual budget of around USD 200-250’000

has been used. Ariab facilitates offers, selects contractors, and supervises implementation.278

In 2008 the management of the Red Sea Development was transferred to the govern-

ment of the Red Sea State and the area of intervention was extended beyond Bir Ajam. The justi-

fication was that the people in Port Sudan, the state capital, where the vast majority of people

live, would need higher education and services as well, while the arid area around the mine was

only sparsely populated by nomads.279 

While this argument has a point, others read it as politically motivated decision. Ariab is majori-

ty-owned by the Sudanese government and the governor of Red Sea State sits on its board.280

[276] According to our interlocutors at WNPOC, the community development budget is part of the non-operatio-
nal expenditures (HSE, security, administration, community development) which together must not exceed 
10% of the total budget.

[277] The hospital in Heglig has a running cost of USD 2.3m/a and is under the HSE department; it is likely that 
the funding comes from the HSE budget. 

[278] Interview Mohamed Abu Fatima (director Ariab) and Jean-Pierre Sierak (deputy director Ariab), Khartoum, 
June 6, 2011

[279] There seems also a political aspect to this change: The new arrangement gave the governor of the Red Sea 
State the upper hand over the local Nasir, both being competitors in the political arena for seats in the 
parliament.

[280] This national majority ownership of the mine is an exception compared with other mining arrangements in 
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The French managers at Ariab would have preferred the limitation to the mining area. Closer

control, they argue, would allow spending the funds more efficiently.281 

f) Esso Chad

The situation of Esso Chad is different again: Community infrastructure is built to

compensate for losses and damage to community-owned land or other property due to oil opera-

tions as stipulated in the EMP. A community can select from a pre-defined list of infrastructure

options, mainly school, mill, and water supply. Also, since Esso Chad operates in a densely pop-

ulated area the roads constructed for operations have improved local transport.

Beyond this, Esso Chad has made few investments in infrastructure. We have visited

the Centre Santé Komé in Komé, the village next to the CPF. It provides 10 inpatient places, a lab-

oratory, a dispensary, a maternity and a consultation room. The inpatient unit and the laboratory

seemed to have been closed down for a long time, while the small consultation room and the la-

bor room were in use. Eight women and a father with his child were waiting for consultation

with Naingar, the male nurse who runs the health center together with three untrained aides re-

cruited from the village. Naingar is employed by the government, the aides are paid by the com-

munity. “The consultation is free, patients pay for medicine,” explains Naingar. “But since peo-

ple often cannot afford medicines we don’t have money to buy new medications.” The Centre

Santé Komé well illustrates the difficulties of infrastructure investment. Some basic health services

are now provided but the facilities suggest that the initial ambition was different – and not com-

patible with the operational budget available (see also chapter VIII.3.2.2.b on community health).

Africa due to the liberalization of the sector in most countries. Areva is lobbying to change ownership struc-
tures to allow for majority holding (Interview Dominique Delorme, CEO La Mancha; May 30, 2011, Paris).

[281] Interview Dominique Delorme, May 30, 2011, Paris; Jean-Pierre Sierak, June 5, 2011, Khartoum
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VIII.1.3. Conclusions

All companies engage in one form or another in building local infrastructure in the

communities where they operate. Yet, the level of engagement and the approach differs signifi-

cantly across companies. Only Petrodar and CNPCI’s contributions do not deliver recognizable

value.

Surprisingly, everybody we talked to, from the critical NGO activist to the WNPOC

public affairs manager, sees roads as having the most positive impact. Roads and bridges lead to

new bus services, improve people’s mobility and access to markets, and cause sorghum prices to

come down. Infrastructure is seen as positive even when bridges, roads and airstrips also serve

the military and rebel groups during civil war as was the case in Sudan. 

Several people we interviewed complained that companies compromise on quality in the con-

struction of roads that are not used by the company. The most explicit was Richard Yata, a

Southerner journalist working for the UN sponsored Radio Miraya in Khartoum: “It took us

three days from Bentiu to Abiey with a medical convoy because of bad road conditions during

the rainy season while the roads to the oil field are all-weather roads.”282

Third, none of the companies takes a strategic or institutionalized approach to infra-

structure development. This argument was forcefully made by Kamal Saleim who looks at it

from his experience as general contractor. His enterprise works on real estate development in

Khartoum. For oil companies, Kamal has constructed bioremediation schemes, (see chapter

VIII.2.2.e) and implemented community infrastructure projects: “Companies don’t have a master

plan,” observes Kamal Saleim. “They build something here and there but it is always isolated;

there is no strategy behind the investment. For their own corporate investments none of those

companies takes such an approach.”283 For Jean Ngamine who worked for four years for a local

NGO on oil issues in Doba, this does not com as a surprise: “Projects only have to have a politi-

[282] Interview, December 3, 2012, Khartoum

[283] Interview Kamal Saleim, Oceans Altakamul, December 10, 2010, Khartoum
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cal value added,”284 is the way he summarizes his experience. 

As the theory has predicted, companies use infrastructure development as an instrumentalist tool

to maintain the license to operate. Where companies also address operational issues, it promotes

the accumulation of physical capital and people receive a real benefit. 

VIII.2. Natural capital

VIII.2.1. Context

a) The issue at stake

Oil and gold exploration and production affects all stock components, albeit in varying

degrees of intensity, depending on the stage of the production cycle: Non-renewable (oil, gas,

minerals) and renewable (forests) resources; climate, quality of air, water quality and quantity, and

it affects ecosystems required to support a diversity of plant and animal life. 

The fragile ecosystems in Sudan and Chad add additional challenges: Ariab works in a

desert and CNPCIC in a semi-arid climate where water is particularly scarce and agricultural land

and pasture are vulnerable. Parts of WNPOC and GNPOC are located in the Sudd,285 the largest

seasonal freshwater wetland in the world, covering an area of 1.7 million square kilometers. The

Sudd, home to a rich biodiversity, mammals, fish, birds, plants and a high number of indigenous

species was protected under the Ramsar convention286 in 2006. The Machar marshes, another

[284] Interview, February 1, 2012, N’djamena

[285] The Sudd of Southern Sudan is a massive wetland area strongly varying in size depending on the inflow con-
ditions and season. The Sudd lies between 6° 0’ - 9° 8’ N and 30° 10’ - 31° 8’ E. ‘Sudd’ is Arabic and means 
blockage of river channels, which obstructs navigation.

[286] An area of 5,7m ha containing the permanent swamps that extends from Bor to Lake No has been delineat-
ed and proclaimed as a Ramsar World Heritage Site. For details see www.ramsar.org. 
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significant seasonal freshwater wetland, are in the area of Petrodar.

The Dinka, Nuer and Shilluk tribes living within and adjacent to the wetlands entirely depend on

them for their livelihood. The annual floods and rains regenerate floodplain grasses to feed their

cattle, and are fishing and game hunting grounds. The pastoralists move from their permanent

settlements in the highlands to the plains at the beginning of the dry season and return to the

highlands in May-June when the rainy season starts.

Heavy equipment used for exploration and drilling, the risk of oil spills resulting from breaking

pipelines, and the inappropriate management of hazardous and solid wastes are particular risks to

these water bodies (Partners in Environmental Sustainability, 2008).

Despite the significant environmental footprint of natural resource extraction in a sensi-

tive environment, regulation is absent. The United Nations environmental program UNEP car-

ried out a post-conflict environmental assessment in 2006. The report concludes:

“The upstream oil industry in Sudan is essentially self-regulated and has never been

subject to independent technical scrutiny. Due to the limited scope of the assessment,

UNEP cannot comment in detail on the actual performance of the upstream oil indus-

try in Sudan. Elsewhere in the world however, the general experience is that the indus-

try’s level of environmental performance is closely linked to the level of external scruti-

ny – secrecy is bad for performance.” (UNEP, 2007, 149) 

In theory, Sudan has over 150 environmental acts and regulations. The problem lies

with enforcement (Tutdel, 2010). It was only in 2007, that the regulatory body (Sudan Petroleum

Corporation (SPC)) established the General Directorate of Environment and Safety (GDES).287

Before that, there was only an Advisory Commission on environmental issues, set up in 2003, ac-

cording to Dr. Osman Abdalla Satti, General Director of GDES.288 

“It was about getting out the oil as fast as possible. It was only in 2003-5 that it started to

change. Environmental issues had more weight after the CPA,” recalls Salah Eldin Ali Mohamed

[287] SPC is the regulatory body under the Minister of Petroleum. 

[288] Interview with Dr Satti, General Director GDSE, November 28, 2010, Khartoum.
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Nour. The director of the Environmental Department at GDSE has an intimate knowledge as

he has worked in the administration since he graduated from university in 1981. Salah Eldin Ali

Mohamed Nour also keeps in perspective the capacity of the GDSE: “Most of the work is done

by three people: Dr Satti, the director of the safety department, and myself. There is a big gap

between us and the rest of the team.”289 Bearing in mind that GDSE not only approves EIAs but

also oversees all oilfield operations, upstream activities, pipelines, refineries, the sea terminal in

Port Sudan, fuel transport by road, all petrol stations in the country, and the lubricant factories,

makes it clear that the operating companies are not under effective oversight. To compound the

problem, when GDES wants to visit an extractive site, it depends on the company for transport. 

A strategic environmental impact assessment was agreed upon under the terms of the

CPA Wealth Sharing Agreement in 2005. Yet, the mandated team of Norwegian experts was

only granted limited access to sites and to information. The team could only spend five days vis-

iting all the operations of GNPOC, WNPOC, and Petrodar, making it impossible to go into de-

tail. We managed to gain access to its report. Among other things, it classifies the EIAs as being

insufficient:

“[T]he EIA reports were not particularly site specific, only partly taking local conditions

into consideration. Baseline data in general seem to be derived from brief surveys; exact

knowledge of and data regarding species in the affected areas, as well as habitat dynam-

ics, are limited. Assessments of specific vulnerability and the local, regional, national or

international conservational status of species are not exhaustively considered. Without

this knowledge, specific mitigating measures are difficult to suggest and carry out.”

(Norwegian Directorate for Nature Management, 2009, 44). 

We also had the chance to talk to Sudanese scientists who were involved in preparing EIAs and

gained access to some of these internal documents as well. According to our interlocutors, it was

not unusual that EIAs were carried out only after work on the ground had already started or

[289] Interview November 28, 2010, Khartoum
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even after completion. 290 EIAs say what they have to say.291 Mohy Tohami, another of the pro-

fessors who left UofK during the upheavals of the 1990s,292 reports an illustrative incident he

witnessed: The ministry of petroleum commissioned an EIA from the UofK. When the profes-

sor presented the draft report, the government representative asked: “Have you read anything

about negative impacts in the terms of reference?” – “No, I just wanted to broaden the scope to

give the government a comprehensive overview.” – “You should go and change your report so

that it fits the terms of reference.”293

With the secession of the South, responsibility for environmental oversight and regula-

tion was transferred to the Southern government, where regulatory capacity is even weaker.

In Chad, regulatory capacity is not strong either. As described in chapter VII.2.3, the

IFC-funded program to build the regulatory capacity only started when the pipeline was already

built and the oil field on stream. (World Bank Independent Evaluation Group, 2009, 31). Nei-

ther environmental regulations governing oil fields, pipeline, and petroleum sector operations

nor the oil spill response plan have been approved and no effective environmental and social

mainstreaming across transport, health, and various sector ministries has occurred, as envisaged

under the capacity-building projects (World Bank Independent Evaluation Group, 2009, 34).

The Comité Technique Nationale de Suivi et Contrôle (CTNSC), created to guarantee the independent

monitoring of the oil fields and the pipeline, ceased to function in 2007 after IFC had put its

credits on hold because of the dispute over the revision of the Petroleum Law 001. Obviously,

there was no internal support for externally imposed environmental regulations and safeguards. 

The lack of commitment to environmental protection is illustrated by an incident that happened

during the construction of Busso-Djermaya pipeline. The local delegué d’environment, an employee

[290] Interviews with Prof Asim Moghraby (ecologist), November 23, 2011, Khartoum; Dr Hassem Beshir (Oil 
engineer), November 30, 2010, Khartoum; Dr Hamid Omer (Hydrologist), June 2, 2011, Khartoum

[291] This opinion was shared by Robin Bonvey, country Head UNEP. He also mentioned that UNEP tries to get 
an invitation for an EIA of oil exploration in the Sudd. Interview December 3, 2010, Khartoum

[292] Later, he worked for UNDP’s Resource Based Conflicts program and is now working as a consultant.

[293] Interview December 1, 2010, Khartoum
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of the ministry of environment, intervened with CNPCIC because the workers were cutting too

many trees for the pipeline corridor. Soon after, the delegué d’environment received a call from the

ministry prompting him not to point at the Chinese again.294 

Although the regulatory environment is more or less non-existant, Esso Chad operates

under some minimal project-level regulation: The conditions set out in the environmental man-

agement plan (EMP) and the systematic monitoring through an external compliance monitoring

group (ECMG) are both part of the contractual arrangement with IFC. The reports of the

ECMG document numerous deficiencies discovered, and recommendations made meet the re-

quirements of the EMP. Unfortunately, the reports provide only a fragmentary follow-up on the

issues, recommendations and how they were implemented. Yet, the information available indi-

cates that this arrangement has improved the environmental performance of the consortium.295

b) Responsibility of companies

Table 16 provides an overview of the relative environmental risks along the production

cycle. There is little disagreement about the corporate responsibility to minimize the environ-

mental impact and follow international best practice independent of national regulations. We

contend that this responsibility in Chad and Sudan also includes reasonable measures to com-

pensate for deforestation because of the high rate of forest clearance through extractive opera-

tions, the dependence of the population on forest resources, and the critical condition of forest

coverage in those countries. 

We see no underlying corporate responsibility to engage in environmental protection or

to restore ecosystem functions. The question as to how companies deal with natural resource

conflicts (e.g. over water pollution, habitat destruction, land) is assessed under social capital.

A solid assessment of the extent to which companies adhere to international best prac-

[294] Interview Nadji Nelembaye, February 2, 2012, Moundou

[295] All reports are available online under http://www1.ifc.org/wps/wcm/connect/region__ext_content/re-
gions/sub-saharan+africa/investments/chadcameroon_ecmg (March 25, 2012).
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tice would require expert know how and access to data from monitoring environmental indica-

tors that was not even granted in full to the officially mandated evaluators. Our assessment is an

approximation based on expert information available.

Exploration Construction Production

Recovery rate – – ***

Deforestation *** ** *

CO2 emissions * * ***

Air pollution (toxic emissions, dust) * ** **

Water quality and quantity ** ** ***

Habitat destruction *** *** *

Table 16: Relative environmental risks along the oil production cycle (source: author, based on expert interviews)

VIII.2.2. Findings

For Sudan, the Norwegian Environmental and Social Impacts Assessment looked at the

adherence to international best practice by WNPOC, GNPOC, and Petrodar (table 17). Al-

though corporate performance was enhanced over time296 the report concludes: “The industry

must improve performance in order to be able to operate at an acceptable risk of pollution and

health.” (Norwegian Directorate for Nature Management, 2009, 87) 

It is difficult to say whether the CNPC operations in Chad indicate a different perfor-

mance than its Sudan operations. CNPCIC seems anxious to be recognized as an internationally-

reputed oil company, as several points indicate: According to Wei Yu, CNPCIC is actively bring-

ing in Western expertise: Of the 36 employees in HSSE, three are Chinese, 12 are Western ex-

perts mainly from US, Canada and the UK, and 21 are Chadians. During our conversation, Wei

Yu, who worked for CNPC in China before he moved to Chad in 2011, repeatedly refers to

[296] For example, the 2004 EIA for WNPOC also discusses the evaluation and remediation of historical contam-
ination (ERM, 2004, 9-58).
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Esso and indicates that CNPCIC strives to meet its environmental performance. The publicity of

the Esso concession including the environmental targets and publicly accessible ECMG reports

seem to have a positive effect. Other research on environmental performance of CNPC and its

Chadian operations and Chinese firms in Africa confirm that environmental performance has be-

come a priority (Van Vliet et al., 2011; 2011; Bosshard, 2008). Yet, when we asked Wei Yu, what

happens if international best practice is more demanding than national standards, he paused a

moment and then answered: “Well, we always guarantee to meet national legal requirements.”297

Issue areas Past performance Present performance Comments

EIA/SIA
(Environmental and social 
impact assessment)

Coarse, not site specific, low
perception on risk analysis 
and contingency

Coarse, not site specific, low
perception for use of risk 
analysis and dimensioning 
of contingency

EMS
(Environmental manage-
ment system)

Missing Partly implemented, partly 
pending

Immature regime

EPE
(Environmental performance
monitoring)

Missing Missing

EMA (Environmental moni-
toring and auditing)

Missing A regime is established Lacking adequate resources

ER
(Environmental reporting)

Missing Partly implemented, partly 
pending

Immature regime

VCGIOI298

(Voluntary codes and guide-
lines of the international oil 
industry)

Partly implemented, partly 
pending

Partly implemented, partly 
pending

Other target areas299 Missing Partly implemented, partly 
pending

Potential of improvement

Table 17: Adherence to best international practice by GNPOC, WNPOC and Petrodar in Sudan (Norwegian Directorate for Nature
Management, 2009, 87-88)

[297] Interview February 2, 2012, N’djamena

[298] VCGIOI: voluntary codes and guidelines of the international oil industry (standards for equipment and prod-
ucts; standards of environmental practices; standard on environmental performance adopting environmental 
management procedures and systems; and international discharge levels based on risk assessment, health and
ecological threshold values); 

[299] Other target areas: corporate commitment to HSE; best available technology; energy saving; substitution for 
hazardous chemicals, including phase-out plans; minimizing waste; continuous risk reduction, implementa-
tion of preventive measures and contingency; awareness and consideration of indigenous people’s rights to 
land use and resources; management of contractors and sub-contractors; and zero discharge policy.
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a) Recovery rate

From a development perspective, a pace of extraction that promotes a high recovery

rate maximizes revenues from depleting national wealth but it also increases the cost of

production. 

In Sudan, priorities have been different and the focus was on getting out as much oil as

fast as possible and not on maximizing recovery. The government needed cash to finance the

war and the companies wanted to minimize their investment in a high-risk environment. Accord-

ing to the analysis by the Norwegian Oil for Development program, Sudan’s recovery rate is be-

low its geological potential:

“If we had planned it in a different ‘environment’, let’s say, you would have injected the

water300 from the beginning. And you would also have injected the gas rather than

flared it or vented because it can help you in recovering more oil. The problem with the

water is: to inject it you have to drill and it is more profitable in the short term not to

do so because you have to invest in injection wells. […] To manage reservoirs, which is

somewhat complex, you need to inject, otherwise you cannot control and know what is

left behind.”301 

Feeling the loss of oil revenues following the secession of the South, the Northern government

appears to be putting new regulations in place to push recovery rates in their Northern fields

from around 26% to 47%302 (Petroleum Africa, 2012b). Whether the government follows

through or not, remains to be seen. 

The situation for other companies is different. Esso Chad was facing a serious decline

in production soon after the fields came on stream and has invested heavily in an infill drilling

program to maintain productivity levels. Encouraged by high gold prices, Ariab is currently

working on an expansion of their gold mine and introducing new technology which will allow it

[300] Skontorp refers to the injection of ‘produced water’ i.e. water associated with oil. In mature fields as is the 
case in some blocks in Sudan the produced water can make up to 90% of the total volume pumped.

[301] Interview Odd Skontorp, Senior Petroleum Advisor with the Norwegian Oil for Development Program, De-
cember 12, 2010, Khartoum

[302] The increase is expected mainly to come from Block 6 adding 40,000 bpd, while Blocks 2 and 4 would add 
15’000 bpd and Block 17 around 10’000 bpd; overall this would push production from 115’000 to 180’000 
bpd which represents an increase in oil related revenues of 56%
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to post-process 12 million tones of residues, raising the recovery rate from today’s 60-70% to

80-90%.303 

b) Deforestation

Accelerated deforestation is a major challenge for Sudan and Chad. Sudan, for example,

lost 11.6% of its forest cover between 1990 and 2005 (UNEP, 2007, 204). Clearing thousands of

kilometers of seismic lines, laying pipelines (Sudan currently has a pipeline network of 4’271 km,

Chad has 480 km of pipeline and an additional 890 km run through Cameroon to export the

crude), constructing well pads, processing facilities, roads, camps, and auxiliary infrastructure

puts additional pressure on the forests and trees on which people depend on for their

livelihood.304 

In Sudan, deforestation for oil production has been excessive and often unnecessary,

according the Sudan National Forests Corporation (NFC). The NFC has calculated the area af-

fected by oil exploration and production activities throughout the country at 544’234 hectares,

necessitating the removal of more than 579 million trees (Ahmad, 2008, 582). Seismic lines

cleared by Chevron in the 1980s are still visible today on Google Earth. 

The EIA for the exploration of the WNPOC-owned Block 5B (notably, the EIA was produced

when exploration was under way already) documents excessive deforestation that could be

avoided simply by more carefully clearing seismic lines. Even more damage could be averted by

applying up-to-date technology:

“New technology using lightweight and portable equipment will save bulldozing and

uprooting large trees without visible marks on the landscape. Although we recommend

the use of new technology, in the Sudan the conventional bulldozing low-cost way of

[303] Interview Dominique Delorme, May 30, 2011, Paris

[304] In Sudan and Chad, 93 and 97% respectively of the population depend on charcoal for cooking (Internation-
al Energy Agency, 2008). Mangos are important for the diet in many areas; acacia trees produce gum arabic 
and are an important source of revenue for many smallholders (Sudan was for long time biggest exporter of 
gum arabic)
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laying seismic lines is more popular and is the one which is adopted by oil companies.”

(Partners in Environmental Sustainability, 2008, 112) 

GNPOC makes much of the fact that it has been involved in forest planting in cooper-

ation with the NFC. About 730 ha of acacia and about 270 ha of mahogany, teak, eucalyptus, sis-

so and other species were planted between 2006 and 2008 (Sidhamed, 2009). The area was later

expanded to 4’000 ha as part of the bioremediation schemes (for details see chapter VIII.2.2.e).

This represents a maximum of 0.8% of the forest area cleared before 2007 and deforestation is

still going on. In addition, ecologists have raised questions about the types of trees planted,

which do not fit the ecologic pattern of the region (Norwegian Directorate for Nature Manage-

ment, 2009, 48).

In Chad, no quantitative information on the extent of deforestation is available. The ex-

cessive way of clearing land for the pipeline by CPNPCIC and the protection of the company

through the ministry has been reported (see page 228). The company also does not support ini-

tiatives of local communities to replant trees cut down by CNPCIC, as Emmanuel Tolrom-

madengar Nadjilengar witnessed. Emmanuel is a secondary school teacher in Busso closed to the

Ronier field and volunteers as a local coordinator of the NGO Commission Permanente Pétrole de

N’djamena (CPPN): “The local communities wanted to ask CNPCIC to provide a nursery so

that they can replant trees themselves. They came to me and we wrote a letter on behalf of the

communities. But the company has never responded to this request.”305

Esso Chad takes measures to limit land used in the Doba area which minimizes defor-

estation. The export pipeline passes through Cameroon and there through rainforest areas in the

South West where it has affected the livelihood of the Bagyeli hunter-gatherer communities

which were forced from their land. The consortium306 has participated in the set up of the Foun-

dation for Environment and Development in Cameroon (FEDC) which has the goal of support-

ing two newly established National Parks in Cameroon, mainly in the area of awareness raising

[305] Interview Emmauel Tolrommadengar Nadjilengar, CPPN, February 4, 2012, Busso

[306] Through COTCO, the Cameroonian pipeline operating company
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and environmental education (Carpaneto et al., 2001). Since its establishment in 2001, the Foun-

dation has been struggling with financial and institutional problems (Carpaneto et al., 2011).

Finally, Ariab works in a desert practically without trees, so this does not apply.

c) CO2 emissions

The main source of CO2 emissions is the flaring of gas associated with oil. Although it

could be avoided technically, it is a key contributor of CO2 emissions at the global level.307 This is

an economic waste308 and an uncompensated for depletion of valuable assets. The situation is

even more severe in countries where people in the oil producing areas depend on firewood for

cooking which again leads to more deforestation (Carbonnier and Brugger, forthcoming). 

Some countries, like Brazil and Norway, have implemented zero-flaring policies and

companies manage to comply. Neither Sudan nor Chad has national regulations in place nor has

either of these countries joined the Global Gas Flaring Reduction Partnership (GGFR).309 None

of the companies has taken voluntary measures to eliminate flaring, citing economic reasons.

The EMP guiding the Esso Chad operations sets an upper limit for gas flaring at 1.1/

MCFD.310 The limit was exceeded very soon after operations started. In 2006, flaring volumes

were seven times higher than accepted in the EMP (Carpaneto et al., 2007, 34). Flaring volumes

decreased below the threshold only after compressors were installed to store the gas and gener-

ate electricity for the oil operations in 2008 (Carpaneto et al., 2009).

[307] Globally, 150bn m3 natural gas associated with oil production are flared every year, emitting 400 million tons
of CO2. Russia is the top-flaring country, followed by Nigeria, Iran and Iraq (World Bank, 2011a).

[308] At a global level gas flared has a potential market value of USD 68bn (Elvidge et al., 2009). Russia could 
reduce flaring by at least 80%, contributing an additional USD 4.6bn to USD 7.1bn to the Russian economy 
(PFC Energy, 2007).

[309] The World Bank in cooperation with the Government of Norway launched the Global Gas Flaring Reduc-
tion (GGFR) initiative at the World Summit on Sustainable Development in 2002. (http://go.world-
bank.org/NEBP6PEHS0).

[310] MCFD = Thousands of Cubic Feet per Day
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We could observe gas flaring at CNPCIC as well during our visit. Yet we could not get

any quantitative information or indication of strategies to minimize flaring.

In Southern Sudan all Central Processing Facilities (CPF) and Field Processing Facilities

(FPF) flare associated gas. Reportedly, GNPOC did some studies regarding capturing associated

gas and selling it on the local market in Unity State, South Kordofan and in in the Nuba moun-

tains. There, the gum arabic producing Acacia tree is often cut down for charcoal and to be sold

on the Khartoum market, destroying the economic and ecologic basis of the local population. It

seems that the project was deemed too costly or risky given the politically unstable situation.311

Gold production at Ariab involves no gas flaring but has – as all other operations – a

high fuel consumption312 and oil production also consumes significant amounts. No information

was available on the potential and attempts to increase efficiency at any of the companies.

d) Air pollution

Air pollution is caused mainly by dust and emissions from engines, waste incinerators,

combustion turbines, and gas flaring. There is little information available about the extent of air

pollution and reduction measures. The EMCG reports suggest that air quality is monitored and

kept with relatively few exceptions within the limits defined by the EMP. 

For the other operators, no systematic information on respective monitoring results

was available and we are left with piecemeal information. Reportedly, the power plants at the

CPFs in the Sudan oil fields have diesel and crude oil engines (consuming up to 10’000 liters a

day each) and discharge into the air is not treated (Fallett, 2010, 21). 

People living close to the operation sites complain about crop failures (Doba and Busso area),

perishing fruit trees, and an increase in respiratory diseases (Khartoum refinery), which they feel

is a consequence of bad air quality. Pastoralists in the Ariab area complain that the dust from the

[311] Interview Alfatih Yousif Tamin, GNPOC, December 5, 2010

[312] For example, Ariab consumes about 1m liters of fuel per month (Interview, June 5, 2011, Khartoum)
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mine covers the scarce grass and hampers grazing; and that many people might suffer respiratory

problems.313 

According to all our interview partners, companies seem to neither minimize damage to air quali-

ty nor to respond to complaints beyond denying any connection between their activities and the

reported incidents. No company publishes monitoring results or has has offered an internal or

even independent investigation. We discuss the companies’ dealings with complaints in chapter

VIII.4.2.3.

e) Water quality and quantity

In resource extraction, water bodies are at risk from (toxic) waste which is contained in

drilling mud, from cyanide and other chemicals used in oil production and mining, from oil

spills, and from sewage at the different camps. 

A major problem limiting our assessment is again a lack of access to data, although all

the companies claim to monitor environmental indicators (and it is safe to assume that they

monitor certain parameters in the framework of the ISO 14001 certification). 

There are some indications that the companies have improved their performance in

waste management, in the treatment of waste water, and in respect of produced water over time:

EMCG data for Esso Chad show a decrease of cases where limits were exceeded. Reports for

the Sudanese oil operations show that more attention has been paid to waste management over

the last few years. 

However, practices that do not meet standards are numerous in Sudan. For example,

staff accommodation at the CPF and FPF generate sewage that is kept in unlined treatment

ponds bearing the risk of polluting shallow aquifers. Similarly, unlined skimming ponds, reten-

tion and evaporation ponds were also found in many places (Norwegian Directorate for Nature

[313] Interview Beja leaders, June 18, 2011, Port Sudan
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Management, 2009; UNEP, 2007).

Also, there are numerous claims from residents and local civil society organizations about pollut-

ed drinking water in the operations areas of all oil companies, cases of cattle numbers deceasing

after drinking from unprotected ponds containing contaminated water, children drowned in

ponds that were not properly fenced, and unlined waste dumps that were filled up and covered

after construction ended.314 

Companies take the same defensive stance as has been noted in cases of air pollution and are not

willing to investigate allegations or to provide access to monitoring data. An illustrative case is

the recent dispute between the German NGO Sign of Hope and WNPOC over contaminated

drinking water (Sign of Hope, 2010). After both parties had traded accusations against each

other through the media for some time, they met in Juba in Spring 2011 for direct talks. We had

the opportunity to talk to participants from both parties.315 They agreed not to take legal action

against each other but failed to find an agreement on an independent third party investigation

(for a discussion of the companies’ claims management procedures see chapter VIII.4.2.3). Cases

where the population takes legal measures remain the rare exception.316

A major issue is how the Sudanese oil companies deal with the huge volumes of

produced water that is associated with oil production. In mature fields as is the case in some

blocks in Sudan, it can make up to 90% of the total volume pumped out of the ground.

Produced water is toxic; without proper treatment it harms the environment and water bodies. 

When Talisman was running the GNPOC operations in the late 1990s it considered

[314] Several interviews with community representatives, NGOs and other research interviewing local 
representatives. 

[315] Telephone Interview with Klaus Stieglitz, Sign of Hope, June 27, 2011; Interview Dr. Mohamed Babiker, 
WNPOC, June 14, 2011

[316] A rare case where the legal route was taken was mentioned in an interview with Dr. Hamid Omer (June 2, 
2011). He told us that a community from block 17 in South Kordofan where Star oil company is carrying out
exploration activities has taken the company to court claiming that seismic activities have disturbed their wa-
ter well. Hamid Omer was asked for support by the company but refused. The case was expected in court in 
June 2011. No information about the outcome could be gathered so far.
The only settlement process that is in place is for compensation claims in the Esso Chad concession area.
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three options to deal with produced water:317 Evapotranspiration in large-scale ponds, re-injec-

tion, and bioremediation.318 Re-injection was the safest option and would also help to maintain

reservoir pressure but Talisman considered it too costly and opted for bioremediation.319 Pilots

started in Heglig in May 2003 after lagoons, reed beds and the pumping system were constructed

in 2002 and 2003. In March 2005 Sudan Petroleum Corporation (SPC) approved bioremediation

with reed bed technology for the treatment of produced water. By 2012, bioremediation has

been introduced or is under construction at GNPOC, WNPOC, and Petrodar.

The GNPOC bioremediation scheme was completed in 2010 at a cost of more than

USD 250m. The reed bed treatment systems covered a combined area of 6.4 km2 and treated 41

million tonnes of water contaminated with high salinity, salts, toxic metals, demulsifiers, reverse

demulsifiers, corrosion inhibitors and other toxic ingredients in 2011 (Oceans ESU, 2012).

Oceans, the UK based consultancy that has developed the scheme since 2003, claims full suc-

cess: The treated water was safe to be released to surface waters; the scheme had allowed local

agencies to establish over 40 km2 of forestry, providing value crops and employment to the local

community. Further, the scheme had increased biodiversity by 400% in the area, and re-estab-

lished wetland habitats (Oceans ESU, 2012).

[317] Interview Dr Hamid Omer, June 2, 2011, Khartoum

[318] In bioremediation, plants and their associated microbes are used in the cleanup of environmental pollution. 
For example, Petrodar’s Palogue’s oil fields produce 300’000 oil barrels/day of which 133’000 barrels/day 
are water. 16’000 barrels are injected back into oil wells to facilitate drilling while the remaining 114’000 bar-
rels of water are bioremediated. Bioremediation starts with the flowing of contaminated oil water into the 
barrow pits to skim oil. From there, water flows to the lagoons and then to the reed beds area where biore-
mediation takes place. Lastly, the bioremediated water is transferred through channels to the forest area 
(Elredaisy, 2010).

[319] Similarly, the draft 2004 EIA for WNPOC states: “Various produced water disposal options have and are be-
ing considered by WNPOC and from an environmental perspective re-injection into a deep aquifer is the 
preferred option due to its return of the waste to source and low risk of environmental impact. However due
to the high costs involved if water injection is not required for oil recovery, WNPOC will look at alternatives
including evaporation ponds with or without bioremediation and treatment and us for the irrigation of 
crops.” (ERM, 2004)
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Environmental specialists raise several concerns:320 First, produced water treated in unlined

ponds potentially penetrates into shallow aquifers and causes contamination.321 Second, it is not

clear whether the heavy metals will accumulate in plants over time and find their way into the

food chain. Third, running large-scale bioremediation schemes poses very different challenges

compared to the pilot setup. Fourth, testing has been insufficient, as the Norwegian report

states:

“The process for assuring that the entire produced water handling scheme is sustain-

able, and that the management is in compliance with the stated goals, is incomplete and

unacceptably slow. Conclusions with respect to current use of treated water should

have been based on a much more extensive scheme of chemistry and toxicity analysis”

(Norwegian Directorate for Nature Management, 2009, 36). 

Fifth, there is no independent review, particularly on the long-term operation of the scheme: 

“The phytoremediation projects should be carefully monitored. The two major con-

cerns regard ecosystem transformation and the efficiency of the phytoremediation facil-

ities in terms of degradation of toxic wastes and potential for accumulation of non-

degradable chemicals. Although Oceans has addressed both problems, the team would

suggest appointment of a reputable and independent third party to review the projects.”

(Norwegian Directorate for Nature Management, 2009, 47).

Salah Eldin Ali Mohamed Nour, Director Environment at GDES/SPC shares these concerns,

adding that “we cannot request the operators to re-inject produced water for economic rea-

sons.”322,323 The approval of bioremediation seems to be a clear case of regulatory capture: SPC

followed the economic argumentation despite concerns, made bioremediation mandatory for all

operations without more comprehensive testing and investigation, and without involving third

party monitoring. 

The water management question is different for Ariab with its huge water demand in

[320] Interview with Dr Hamid Omer, Prof Asim Moghraby

[321] It is assumed by Oceans and SPC that the soil quality in the GNPOC area is impermeable and that in other 
situations compacting the soil has the same effect.

[322] Interview November 28, 2010, Khartoum

[323] As Odd Sknotorp mentioned, what made the re-injection economically unviable was the political risk during 
the war. In a normal situation, water would have been re-injected from the beginning. 
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the middle of the desert. The company taps water from a series of wells located at distances up

to 100 km from the Hassaï plant (La Mancha, 2010, 45). In addition, basins (so called hafir) pro-

tected by earth dams with a total capacity of over 340’000 m3 have been dug to store run-off

rainwater. Hamid Omer, a hydrologist and consultant to UNEP in Sudan, has developed a man-

agement plan to optimize groundwater abstraction from different sources for Ariab. According

to the monitoring data he has evaluated, the abstraction doesn’t seem to have a negative long-

term impact on groundwater levels.324 For the planned expansion of the mine, a 160 km-pipeline

will bring water from the Nile to cover the daily water needs of over 21’000 m3, including a 1’000

m3 allowance for community use (La Mancha, 2010).

Unanswered questions have arisen around the use of toxic cyanide for gold extraction

that can harm water bodies. In our conversation with leaders of the Beja tribe, which has tradi-

tionally lived in the Red Sea hills we were told about cyanide accidents in the mid-1990s and

rumors about payments being made to community leaders to bring complaints to an end.325 A

Sudanese consultant326 is said to have done a study; shortly afterwards he was not admitted to the

site any more.327 Ariab denies any issues.328 We were not able to contact the author of the men-

tioned study to confirm the information provided, nor get any other information on this claimed

cyanide accident. 

f) Habitat destruction

The destruction of habitats is an inevitable consequence of on-shore oil extraction and

mining. Seismic lines, well pads linked by roads and pipelines, and processing facilities fragment

habitats. While this cannot be fully avoided we assess whether habitat fragmentation and destruc-

[324] Interview June 2, 2011, Khartoum

[325] Several meetings with Beja leaders, June 17-19, Port Sudan

[326] Professor Dr. Badr el Din Khalil Ahmed Khalil who runs Badr’s Geoconsultancy and Mining Co. Ltd 
(B.G.M), a geological consultancy (http://bgm-sd.com/)

[327] Interview June 2, 2011, Khartoum

[328] Interview with Mohamed Abu Fatima (Director Ariab) and Jean-Pierre Sierak (Deputy Director Ariab), June 
5, 2011, Khartoum

 241



tion is minimized and negative effects are compensated. We focus on seismic activities, road and

pipeline construction, land use for installations, and decommissioning. 

Seismic activities: as discussed, none of the oil companies minimizes the habitat impact

when executing seismic activities. We also have observed in the CNPCIC area that many large

uncovered burrows remain from exploration. The same practices are reported for Sudan. 

Road and pipeline construction: Often, roads are elevated to reduce the risk of inundation.

With the seasonal flooding of the Sudd, in several places the road has become a barrier impeding

natural water flow to the extent that one side of the road was flooded while the other was com-

pletely dry. After years, this intersection of wetlands has been recognized and some initial cul-

verts were installed. Another impact of roads comes from a line of nearby burrows from which

the material was taken to construct the roads. The burrows fill up with water during the rainy

season. They can provide watering points for livestock during the dry season, attract wild animals

and birds, and they can also become a breeding ground for waterborne disease vectors.

Land use for installations and decommissioning: Land use is a problem in densely populated

areas such as the Doba basin in Chad where the infill program has significantly increased land

occupation. Civil society organizations have carried out a participatory mapping in the communi-

ties where oil production takes place. Combining the mapping results with project data, they

found that more than 60% of cultivable land is occupied by oil facilities (GRAMP et al., 2011,

14). Esso Chad communicates that it occupies only about one percent of the total concession

area. This is true but disguises the fact that operations are confined to a fraction of the conces-

sion area.

Minimizing well pad size and decommissioning land that is not used anymore have been recur-

rent issues in the ECMG reports. Over time, the practices of Esso Chad have improved. Still, the

fertility of restored land is low and does not produce yields and farmers refuse to plant on re-
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claimed land.329 The issue has been raised by the EMCG and Esso Chad has taken a series of

measures to improve results but without lasting success so far (Carpaneto et al., 2011, 30-31). 

In Sudan, the bioremediation schemes occupy square kilometers of land. An additional

issue here are the unknown effects of the large-scale transformation of semi-arid and seasonal

wetlands of international significance into permanent wetlands.

Decommissioning of abandoned platforms and other structures is often not carried our in Sudan

or only to a limited extent (El Moghraby, 2009; Partners in Environmental Sustainability, 2008).

VIII.2.3. Conclusions

The discussion of environmental performance reveals five patterns: First, according to

all accounts, the environmental performance of the operating companies has gradually improved

over time, moving from clearly below international standards and closer towards standard com-

pliance but there are still significant gaps. There are differences between companies, but the lack

of information makes a thorough assessment difficult. 

Second, the ECMG monitoring that is conditional on the IFC contract with Esso Chad

has improved performance and increased transparency in environmental matters to a level that is

unknown with the other projects, be it the Asian controlled or the Ariab mining project. 

Third, the lack of cooperation on the side of companies in environmental issues is

striking. The secrecy around environmental monitoring data of all companies, the refusal to in-

vestigate claims and even to fully cooperate with mandated entities like the Norwegian environ-

mental assessment team is far from responsible behavior. 

Fourth, none of the oil companies has seriously tackled gas flaring which is the biggest

single source of CO2 emission and a waste of natural resources, and which does nothing to

[329] Interview Urban Moyombaye, Supervisor GRAMP, Bebija
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reduce pressure on firewood consumption. 

Finally, we have not come across any case where a company engages in voluntary activi-

ties and takes explicit measures to build natural capital. Examples would be: investing in waste

water treatment of communities, watershed management, reforestation or reducing pressure on

forests through introducing efficient cook-stoves or introducing gas as an alternative fuel.

VIII.3. Human capital

VIII.3.1. Context

a) The issue at stake

Human development indicators for education and health are among the lowest in both

counties. Several issues and trends are noteworthy.

Chad has been running a campaign to improve school enrollment since 2001. Quantita-

tive achievements are significant but they are offset by the poor quality of education: Teacher-

pupil-ratios are high (69:1), most teachers are community teachers (67%) without professional

training, schools lack equipment and textbooks (only 21% of students have a seat at a school

desk; on average, two students share one textbook), and the promotion of students from one

level to the next is not controlled (International Monetary Fund, 2010, 30-31). Together with the

effort to establish ten universities across the country, this bears the risk that Chad pushes num-

bers without effectively adding much to the stock of human capital.

The higher budget allocations to education are largely offset by a sharp increase in costs: the cost

of a classroom quadrupled in four years, from CFAF 7m in 2002 to more than CFAF 30 million

in 2006 (International Monetary Fund, 2010, 30-31).
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The education situation in post-war South Sudan (UNESCO, 2011) is even worse. Few-

er than half of all primary school age children are attending school – and fewer than half of those

who enter school get four years of education. 

In the oil producing states of Unity and Upper Nile, the enrollment levels, pupil to teacher ratio

and the number of pupils taught in permanent classrooms are lower than in other states of South

Sudan. The government has put teacher recruitment and training and classroom construction

high on the agenda but “[e]ven the most effective school-based education policy interventions in

South Sudan will fail unless the country maintains progress in other areas, including economic

growth, employment creation, improvements in public health, and improvements in the rule of

law” (UNESCO, 2011, 12).

The situation is different in North Sudan. Although in the rural areas school enrollment

rates are very low (particularly in the East, West and Nuba mountains), North Sudan also

produces a high number of graduates. Today, the education system in Sudan produces about

100’000 graduates per year, far more than the domestic labor market can absorb (Assal, 2010).

There is also no research and development policy in place to use the graduates to render the

country more competitive (Nour, 2010a). This accentuated overproduction results from a multi-

plication of universities and student intake in the 1990s,330 at the expense of quality.331

Over the years, many became economic migrants: While only 115’000 professionals are

registered with the Secretariat for Sudanese Working Abroad332 the total number of migrant

[330] According to Assal (2010, 5), the student intake to universities jumped from 6’080 in 1989 to 13’210 in 
1990-91 and 38’623 in 1999-2000. In 2008, 132’047 students were admitted to higher-educational institu-
tions, at the bachelor and high diploma levels.
The number of public universities increased from 5 universities and 1 polytechnic in 1989 to 26 universities 
in 1996. The number of private higher education institutions increased from 1 in 1989 to 16 in 1996 and to 
more than 22 in 2008. 

[331] According to one account, to guarantee higher thresholds, admission criteria were lowered to 12% less than 
the minimum score (Assal, 2010, 6).

[332] According to data from the Secretariat for Sudanese Working Abroad, in 2008 the following numbers of 
migrants were registered among others: University Professors (2’406), Medical professions (10’253), Engi-
neers (12’373), Administrative professions (86’471), Teachers (4’360) (Assal, 2010, 4).
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workers is estimated at above 10 million.333 Historically, the majority went to oil producing coun-

tries in the Gulf and the Arab world (e.g. Saudi Arabia, Libya, United Arab Emirates, Qatar,

Egypt) where they were well regarded and well paid. After Sudan sided with Iraq in the first Gulf

war 1991, migrants had to turn to Europe and the US. After al-Bashir’s Islamist government

took power, people now also migrated for political and not only economic reasons (Abusharaf,

1997). 

The non-alignment of education and job opportunities has also had an impact on the

extractive industry since many engineers and other professionals who went to the Gulf countries

worked in the oil industry. They were a pool which the upcoming oil industry in Sudan could

tap. According to Dr. Yousif Al-Sammani, a French-trained geologist and the current General

Director of the Sudanese Geological Research Authority (GRAS),334 Sudan had over 400 MSc’s

in geology going back to the intense cooperation that started in 1976 between France’ state-

owned Bureau de Recherches Geologiques et Minieres (BRGM) and Sudan in the area of geological map-

ping, geophysical and geochemical analysis, and mineral exploration (see also: Papon, 2011).

When interest in mining weakened, many of these went to the oil sector in the Gulf, and some

joined the emerging Sudanese oil industry in the 1990ies. The succession of the South has re-

newed interest in mining and geologists are now returning from oil to mining.

The mismatch of education and absorption capacity has also led to a paradoxical situa-

tion in the health sector. Despite a serious lack of physicians, nurses and midwives particularly in

the rural areas and in the East, Darfur and the South, the existing medical institutions cannot ab-

sorb the 3’000 physicians graduating every year. At at the same time, affluent Sudanese spend an

estimated USD 500m every year seeking medical treatment outside Sudan (Assal, 2010, 6) –

where they are, in all probability, cared for by Sudanese: Every year, Gulf countries pay educatio-

[333] Estimations from informed sources assume about 3 million living in the Gulf, at least 2 million in Egypt, 
another 100’000 in Israel, about 1 million in the UK and 2 million in Canada and the US each. The remit-
tances from this large community are an important economic factor and source of hard currency for Sudan 
(Interview Julian Hottinger, April 12, 2011, Lausanne).

[334] Interview June 8, 2011, Khartoum
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nal loans to 400 Sudanese medical students with the obligation to work in the Gulf after

graduation.335 

In Chad, there are also not very many health personnel: One doctor per 27’680 inhabi-

tants, as compared to a WHO minimum ratio of one per 10’000; one midwife per 9’074 women

of childbearing age, compared to a standard of one per 5’000 (International Monetary Fund,

2010, 31-32). And they are poorly distributed: Oil producing Logone Oriental is the 3rd poorest

district in Chad and has two doctors for 90’000 inhabitants (International Monetary Fund, 2010,

31-32).

Besides, health budget execution is as low as 65% (2005) and embezzlement is rampant: The re-

gional administration is allocated 60% of the ministry’s non-wage recurrent expenditures, but the

share of the resources that actually reaches the regions is estimated to be only 18%. The health

centers, which are the frontline providers and the entry point for the population, receive less

than 1% of the ministry’s non-wage recurrent expenditures (Gauthier and Wane, 2007).

b) Responsibility of companies

There is little disagreement about the responsibility of companies to care for health and

safety of the workforce. Further, we contend that in a country where the government does not

discharge its human rights responsibilities, a company has the obligation to mitigate the public

health effects of its operations. 

In education, companies don’t have an impact based obligation. But through their posi-

tion and leverage, we contend that companies have an obligation to contribute to capacity build-

ing where it is related to their operations, such as training people to fill management positions

and training local suppliers (the aspect of local sourcing of goods and services is dealt with in the

section on economic equality).

[335] Interview Hassan El Haj Ahmed, Dean Faculty of Economic and Social Studies, UofK, November 21, 2010
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VIII.3.2. Findings

VIII.3.2.1.Education, training and skills development

“Companies have an incentive to hire nationals because they are typically cheaper than

expats” – this is an argument we often got into during discussions with company representatives

in Chad and in Sudan. It should support the claim that training and education is an inherent part

of their activities.

Initially, GNPOC’s education and training was driven by the Sudanization clause of the

EPSA signed in 1997. The clause requires companies to employ 60% Sudanese staff in the posi-

tions of Section Head and below not later than five years after the start of operations (which was

in 1999) and 90% Sudanese after ten years respectively (the contract period is 20 years). The

quota for nationals were also defined for outsourced positions and top-management positions

were reserved for the consortium partners. Yet, the EPSA does not make any provisions for re-

gional representation, e.g. numbers of Southerners to be employed or – in the case of PetroEn-

ergy – Darfuri people. The same Sudanization policy applies to all oil companies. 

GNPOC started with 30% Sudanese staff that they recruited partly in Sudan, and some came

back from the Gulf and elsewhere. Our interview partner Abdallah Khalid Saad, trained as an

electrical engineer and returned from Saudi Arabia in 2003 after working in Saudi ARAMCO as

an instructor for 20 years. He took the opportunity to join GNPOC as Section Head Training

and Development in the Human Resource (HR) department for family reasons: As a foreigner,

he was not allowed to send his children to a Saudi university.336

To meet the targets (see table 18), GNPOC developed two consecutive 5-year plans

and identified positions to be filled with nationals. For technical and operational positions, GN-

POC trained five batches with between 80 to 140 participants each. Some of the graduates were

[336] Interview December 14, 2010, Khartoum
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promoted to the level of foreman. To fill positions in engineering (mechanical, chemical, electri-

cal, IT) with Sudanese, a two-step process was established: first, an external 3rd party was man-

dated for the selection of the best candidates with a university degree based on test, attitude and

interview results. Successful candidates were put on a two-year trainee development program and

were given a permanent position after one to two years. So far, 60 people have passed through

this program. In addition, about 20 people were on attachment visits with the parent company

for 3-9 months, mainly engineers, and some in administration and finance.

Positions No of personnel % Sudanese Contractual arrangements

Top management around 70 (22 dept, 3 
each [director & deputies]

10-15 The very senior positions are employed by the 
GNPOC partners directly
Others employed by GNPOC

Major technical, opera-
tional and engineering 
positions

1400
(300 of them working on 
the pipeline)

>90 GNPOC employed

Semi-skilled and un-
skilled workers

1300 >95 Outsourced to companies like Petroneeds; 
mainly long-term contracts but also short-term 
and casual labor.
HSE training remains with GNPOC

Table 18: Employment structure GNPOC (status 2010) (source: author, based on interview with GNPOC Section Head Training 
and Development, HR department)

Today, a fairly well-developed training system seems to be established in GNPOC. Ab-

dallah Khalid Saad manages an annual budget of USD 3-5m to train about one third of the GN-

POC’s directly employed staff every year. The program looks much like a typical HR develop-

ment program in Western companies. When we asked Abdallah Khalid Saad about what he

wants to improve in human resource development, his answer was prompt: first, he wants to

make the training more needs based and he has tasked a consultancy company to work on pro-

posals for improving training effectiveness. Abdallahs second goal is to cooperate more closely

with the university to make its training less theoretical; yet that sounds more like a distant wish

than something he could tackle soon.
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In addition, CNPC invests in capacity building directly related to the oil industry.

CNPC provides training to Sudanese authorities and universities in cooperation with the Sudan

Oil Exploration and Production Authority (OEPA);337 it established a Geophysics Research and

Development Center jointly with the University of Khartoum, donated USD 500’000 in support

of the Center’s academic exchange program and USD 700’000 to set up an education and train-

ing fund at Juba University in 2008 (CNPC, 2011). We did not have the opportunity to check

what exactly happened with this engagement on the ground. 

In WNPOC, commercial production started in 2006. With 74% Sudanization at the end

of 2010 (438 Sudanese out of a total of 581), WNPOC is on track to achieve the targets. The

training of employees seems to be similar to that of the GNPOC according to Elkheir Ali Abdal-

lah Osman, a civil engineer who worked for GNPC from 2001-2004 before joining WNPOC.338

Beyond professional training, WNPOC provides capacity building to community mem-

bers. Since 2003 WNPOC has trained nurses (4), medical assistants (10), midwives (10), commu-

nity animal health workers (115), teachers (100); in addition, about 900 people attended trainings

that covered a broad range of issues like conflict resolution, trust-building leadership for social

change, gender issues, and management skills.339 

Ariab has a workforce of 900 of which 70 hold management positions. Only a few top

positions are held by expats, typically French nationals. The CEO position is held by a Sudanese,

Mohamed Abu Fatima, and four of the seven members of the board are Sudanese. Ariab only in-

vests in on the job training and in exceptional cases through attachment programs to other sites.

No training efforts are made beyond the company’s internal needs.

In Chad, no nationalization quota has been defined. In CNPCIC, about one third of the

800 employees are Chadians, roughly the same ratio that GNPOC had at the start. Some of the

[337] OPEPA is part of SPC. Between 2005 and 2009, 458 Sudanese technicians in 15 training workshops were 
trained in well testing and well logging technologies (CNPC, 2011).

[338] Interview November 24, 2010, Khartoum

[339] Interview Hatim Younis, Community Development Department WNPOC, December 16, 2012
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Chadians worked for Esso before they joined CNPCIC, including Mahmat Ahmed Masri, head

of community relations and one of our interlocutors. The first batch of 50 people was sent to

China for training340 but NGOs doubt the quality and seriousness. It is too early for an assess-

ment as production only started in July 2011.

Finally, Esso Chad provides detailed statistics on its workforce composition. Since

2006, three years after production started, the level of nationals has hovered at around 84 to 88

percent (figure 25). This is a steeper start than GNPOC had but overall, Esso Chad falls slightly

short of the GNPOC ratio in the long-term comparison. 

Figure 25: Chadian and expatriate employees with Esso Chad 4th quarter 2000 until mid 2011 (source: Chad/Cameroon Develop-
ment Project, Project update No 1-30, available at http://www.essochad.com/Chad-English/PA/Newsroom/TD_ProgressRe-
ports.asp [March 19, 2012])

To increase the number of Chadian workers, Esso Chad trained eight batches of 15-20

Chadians each in English and taught them the technical skills needed. After graduation from the

[340] Interview Wei Yu, February 2, 2012
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18-months of classroom training, they were placed in positions for on-the-job training, mentored

by an experienced Chadian worker. The 2009 course was “the last large planned intake of new

trainees, now that the project has reached its current high level of local hiring.”341 The number of

Chadians in supervisory positions has not seen a lot of change since project inception, suggesting

that no serious efforts were made to promote Chadian managers (figure 26).

Figure 26: Share of jobs held by Chadian Esso Chad employees and Expats by skills-levels, 2001-2010 (source: Chad/Cameroon De-
velopment Project, Project update No 1-30, available at http://www.essochad.com/Chad-English/PA/Newsroom/TD_ProgressRe-
ports.asp [March 20, 2012])342

On its corporate website, ExxonMobil presents the development of local suppliers in

Chad as a ‘best practice case’, in which more than 300 small and medium enterprises have re-

ceived training at the Enterprise Center.343 The website provides no information about the con-

tribution of Esso Chad, ExxonMobil and other players to the training of prospective local sup-

[341] EEPCI Chad/Cameroon Development Project Update 26, p46; http://www.essochad.com/Chad-English/
PA/Files/26_allchapters.pdf (March 21, 2012)

[342] Skilled jobs include such positions as control room operators, technicians for oilfields, construction, machin-
ery, electrical and instrumentation, and welders. Examples of semi-skilled jobs include food service assistants
and welder helpers. Definition provided in the EEPCI Chad/Cameroon Development Project (http:/
/www.essochad.com/Chad-English/PA/Newsroom/TD_ProgressReports.asp)

[343] http://www.exxonmobil.com/Corporate/community_ccr_globalstories_supdev-chad.aspx (March 2, 2012)
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pliers – and for good reason: The local supplier development program was launched by IFC in

June 2000, is fully funded by IFC and implemented by IFC staff (International Finance Corpora-

tion, 2008). The project goal was to build linkages between the oil industry consortium and local

suppliers. According to IFC, the program did not have much success with Esso Chad during the

first four years. This only changed when IFC established the Enterprise Center in November

2005. Since then Esso Chad has used the enterprise center to build a diverse local supplier net-

work to meet some of its procurement needs locally (World Bank Independent Evaluation

Group, 2009, 69; International Finance Corporation, 2008).

Beyond business-related training, the ExxonMobil Foundation has sponsored a three-

year project (2009-2011) to extend training in business practices, good governance, micro-busi-

ness development and management skills to about 100 craft and farm cooperatives in the Doba

and Bébédjia areas. The project was implemented through the Africare Initiative for Economic

Empowerment of Women Entrepreneurs, an American NGO, specializing in small business de-

velopment.. We could not obtain any information about the design and impact of the project.

VIII.3.2.2.Health

a) Workplace health and safety

Workplace health and safety is high on the agenda of all the companies we talked to.344

In particular, the prevention of workplace accidents and road safety (GNPOC alone has a fleet

of 400 vehicles on the ground, contractors’ vehicles not included) have received a lot of attention

over the last years. According to interviews with Ariab, GNPOC, WNPOC, Esso Chad and CN-

PCIC, a combination of defensive driving training, technical enforcement of speed limits, rigor-

ous control measures (installing a black box), and penalties for drivers have reduced car accidents

[344] Pro memoria: All Asian companies in Sudan are OHSAS 18001 certified (OHSAS stands for Occupational 
Health and Safety Assessment Series), i.e. they have processes in place to monitor health and safety levels. 
Esso Chad has its proprietary OMIS and Ariab claims to adhere to high Areva standards. 
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to low levels;345 an effect that is also observed in the Heglig hospital incident statistics.346 

Esso Chad’s statistics show values below the industry average. Alfatih Yousif Tamin, head safety

of GNPOC347 and Wei Yu, head HSSE of CNPCIC, claim similarly low ratios, yet without re-

leasing related statistics.

By coincidence, we met the CNPCIC Head Security in the Ronier oilfield area. Michael

Cosey, an Irishman who had been with the company for five months, stated: “Generally, I am

impressed by what I see here in terms of HSE standards and how strictly they are implement-

ed.”348 This is put into perspective by the statement of a truck driver we met. He told us that al-

though regulations would prescribe regular breaks and rest periods for drivers, implementation

was patchy. “If there is work to do, this always has priority over security rules.”349 

CNPCIC has hired a number of safety officers like Michael Cosey who had previously worked

for Western oil companies. At CNPCIC, they will establish sound safety practices. As Michael

confirms, CNPCIC is willing to offer competitive salaries to experts.

This focus on workplace safety also contrasts with Rahel Mbainda’s350 account of her recent visit

to SONACIM. The first Sudanese cement factory was built and operated by Chinese compa-

nies351 and inaugurated in early 2012. According to her report, workers wear no protective gear,

i.e. no helmet, no breath protection, no gloves. 

[345] Over the last 3 years GNPOC has reduced car accident levels to 1-2 per year.

[346] Interview Dr. Saif, Medical doctor GNPOC, June 21, 2011, Khartoum

[347] GNPOC has 9 safety officers (5 of them are at the same time also head of an operational unit) for 1’500 
workers on the ground.

[348] Interview February 5, 2012

[349] Interview with Chadian CNPCIC driver, February 5, 2012, Koud-alwa

[350] Rahel Mbainda is a NGO representative in the Conseil économique, social et culturel, an advisory body to the gov-
ernment; Interview February 1, 2012, N’djamena.

[351] SONACIM, Chad’s first cement factory in Baoaré in the south-west of Chad was built by China CAMC En-
gineering Company, with a USD 49m loan from the China Export-Import Bank and could produce up to 
200’000 tonnes of cement per year, about one-fifth of the national demand. To manage the project, Chad has
set up the Société Nationale de Ciment du Tchad (SONACIM), headed by Mahamat Timan Déby Itno, the 
President’s nephew. SONACIM started with 300 Chadian and 100 Chinese workers, but the factory should 
be completely under Chadian management after CAMCE finishes its training and technology transfer pro-
gram in ‘one or two years’, according to a SONACIM manager (Africa Asia Confidential, 2011; 2012b).
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The two accounts confirm our theory (see chapter III.4): INOCs – as Western companies – do

what they need to secure their license to operate. Local cement production has much less ex-

posure than oil operations. Our conversation with Wei Yu352 supports this hypothesis as well:

During the interview, he mentions several times that they see the standards set by Esso and that

the CNPCIC want to prove (to the West) that they are a professional company. 

For its workers’ health, GNPOC runs its own health services and hospital and also of-

fers this to the community. Esso Chad maintains dispensaries for primary care and a sick bay,

while hospital care for national workers is provided by the Saint Joseph Hospital in Bébédjia.

ECMG repeatedly criticized the infrastructure conditions (e.g. the leaking roof of the theater)

and lack of medical equipment (e.g blood storage capacity, sterilization) but EEPIC did not fol-

low up with the hospital nor provide support to enhance the facility (Carpaneto et al., 2004).

Esso Chad was successful with its malaria prevention program which has reduced malaria cases

among workers according to statistics. The HIV/AIDS sensitization was less successful and had

minimal effect as we discuss in the section on community health below.

At CNPCIC, AIDS is an issue as well but we could not gather any evidence that the

company is addressing this nor could we gather information on the company’s health strategy.

No information is available about Ariab’s workers health strategy either.

In all projects except Esso Chad, workers live in camps since the extraction sites are in

remote locations; we do not have information on the living and hygiene conditions in those ac-

commodation facilities. The situation in the Esso Chad project area has been critical, particularly

during construction with rental prices shooting up due to high demand so that locals who earn

less than workers had difficulties to rent accommodation; often sanitary installation is not ade-

quate. Consecutive ECMG reports found non-compliance with the housing policy and requested

improvements (Carpaneto et al., 2002a). According to ECMG the company does not do enough

[352] Interview February 2, 2012, N’djamena
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to “ensure that adequate housing and facilities are available in the local community to accommo-

date workers without displacing or adversely affecting the existing population or environment, or

overloading existing infrastructure” (Carpaneto et al., 2002b, 15). 

b) Community health

Resource extraction-induced health risks to local communities result from operations,

from environmental hazards, and from the influx of migrant workers, particularly sexually trans-

missible diseases (STD) and HIV/AIDS. We look at both how companies mitigate public health

effects and ask whether they voluntarily promote public health through investment in prevention

(e.g. vaccination, malaria) or in health services. 

The isolated location of the gold mine at the desert of the Red Sea Hills puts Ariab in a

situation with minimal public health risks. Ariab has established a clinic in Bir Ajam, the only set-

tlement in the area, through which it provides free medical services to the nomad population.

To gather information about GNPOC health services, Elfathih Abdalla Farahs, section

head HSE sent us to the in-house medical consultation room at the headquarters in Khartoum.

Here, we meet Dr Saif, a Sudanese medical doctor who shared information about the Heglig

hospital in-between two consultations.353 The 100-bed hospital in Heglig, equipped with a theater

and a maternity section, and staffed with a surgeon, doctors, midwives and nurses, receives

around 130’000 people (inpatient and outpatient) every year. The surgeon is a rotating position

so that every month a different specialist provides treatment. 

Over 90% of the patients are nomads. Critics claim that the high rate of nomads suggests a dis-

crimination against the Dinka,354 who are Southerners and also live in the area. This is politically

sensitive since the nomads in the Abyei area are Arabs from the Misseriya tribe and the oil-rich

[353] Interview June 21, 2011, Khartoum

[354] The critique was voiced the first time in 2000 already, in the report by John Harker, commissioned by the 
Canadian Department of Foreign Affairs and International Trade (Harker, 2000).
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Abyei territory is claimed by the North and South.355 Dr. Saif has denied any discrimination; we

could not gather any independent evidence on this topic. 

GNPOC has outsourced the operation of the hospital at a cost of USD 2.3m a year. In addition

to the Heglig hospital, the company runs three clinics in the oil fields and another five along the

pipeline to Port Sudan, each of them receiving around 1’000 patients a month. 

In a move to build relations with the new state of South Sudan, GNPOC has opened the ‘Bentiu

China Hospital’ in 2011. It is the best hospital in the oil-rich Unity State but it does not benefit

the majority of the population. As a private facility run by a team of Chinese doctors and nurses,

poor community members cannot afford treatment while the state-run Bentiu hospital for ordi-

nary people lacks equipment and drugs (Kuich, 2011b;a). 

GNPOC also supports the government’s regional and national vaccination campaigns,

financially and with logistics. WNPOC does the same on a regular basis and also supports regular

eye-care campaigns. Beyond this, WNPOC has constructed and equipped four dispensaries, sev-

en clinics and two hospitals. The company has also trained personnel but all facilities are operat-

ed by the government, serving around 15’000 patients per month. 

WNPOC runs veterinary health services, including animal vaccination programs. Around

200’000 animals are treated annually in a network of permanent vet clinics, mobile clinics estab-

lished by WNPOC, and community based animal health workers.

In Chad, community health risks result from population dynamics accompanying oil

production which are absent in Sudan: A large number of migrant workers from across the

country move to places where oil exploration starts. They hope to find jobs and income. In

Doba, the first migrant worker arrived in 1994, six years before work finally began (Carpaneto et

[355] According to the CPA, oil-rich Abyei should have decided in a separate referendum whether it wants to join 
the South or the North. Yet, the parties couldn’t agree on who is eligible to vote: while the South insisted 
that only Dinka are permitted since they have settled in the area, the North maintained that the Misseryia 
have to be admitted as well as seasonal inhabitants. The referendum had not yet taken place as of May 2012; 
instead military fighting has broken out again in April 2012.
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al., 2001). Over time, the place turned into a permanent settlement housing several thousand job-

seekers, workers and their dependents. Retail shops, bars, bakeries, and bicycle and motorbike

repair shops have appeared. Several settlements have sprung up, the biggest being located across

the Esso Chad camp in Komé and is called Komé Atan. Atan comes from the French attendre

(wait). Local residents soon had their own name for this village: Komé Satan, “because it is crawl-

ing with prostitutes and criminals who have been drawn by the lure of easy dollars” (Massey and

May, 2005, 261).

The situation in the Ronier area displays the same dynamics, albeit on a lower scale. We

visited the Village Atan 1 close to Koud-alwa, shortly after the peak of construction. Some of the

thatched houses stood empty; some residents had left because less workers are needed for the

operation; the number of prostitutes has also reduced. Others decided to stay on and new job-

seekers still arrive. We talked to Abdhallah Bachier356 who was employed during construction.

Although the working conditions are tough, the Chinese foreman demanding, and the food in-

sufficient, Abdallah is hoping for a new job opportunity. Habsita Machmedi, a tall young woman

in her end 20ies who had to ask the shopkeeper357 standing next to us to write her name in the

researcher’s notebook, told us that her husband works as a driver for CNPCIC and that she

moved here with him about six years ago. Now Habsita is here with three kids while her hus-

band has made enough money to take a third wife and currently lives in Bousso, a town about 20

km away. 

With prostitution flourishing and sex workers arriving from Chad, Cameroon, Gabon

and elsewhere, HIV/AIDS numbers soon shot up to levels several times higher than the country

average. In Busso, it is somewhere between 6 and 10 percent, depending on the source. Similarly,

Logone Orientale, the oil district in the South, has a 9.8% HIV/AIDS rate.358 “Doba, the oil cap-

[356] This and the following interviews with villagers: February 4, 2012, Village Atan, Koud-alwa

[357] The Village Atan are good business for retail shops serving from the wage-earners. One shop owner told us 
that he has followed the Great Wall Drilling Company (GWDC) for the last six years; in the meantime he 
has a generator and a fridge and offers cold drinks and food that we could not find in Bousso.

[358] The figures were communicated at the occasion of the 2011 World AIDS Day by Mme Toupta Boguena, 
Minister of Health: “La séroprévalence de l’infection par le VIH dans la population de 15 à 48 ans est de 
3,3% pour l’ensemble du pays. Les femmes sont les plus touchées, soit 4 % contre 2,6 % pour les hommes. 
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ital, has far higher rates, particularly among the young population,” according to Makobeye

Moussatangar.359 His organization, Association Tchadienne pour le bien être familial (ASTEF), does 100

to 150 HIV tests every month. Makobeye puts ASTEF’s 2011 statistics on the table: The figures

show that many of the infected are young women and men, 15 to 23 years old. Makobeye men-

tioned another figure: 10% do not dare to come back for the test results. “Many fear the result or

simply don’t want to believe the diagnosis. The problem is stigmatized and HIV-infected people

are discriminated against.” “When it comes to HIV, people are hypocrites,” observed Marie

Lassem,360 the director of the Association pour la Promotion des Libertés Fondamentales au Tchad

(APLFT): “Young girls are seen by many as an asset who can support the family with income as

a sex worker.”

The influx of migrant workers and a steep increase in HIV/AIDS rates does not come

as a surprise. It is the same for many other extraction and big infrastructure projects. How do

the companies react?

CNPCIC doesn’t do anything because it takes the position that it is the responsibility of the gov-

ernment. CNPCIC does not provide any services for the Village Atan, no water, no sanitation no

health care. “We do not want to create any kind of dependence by these settlements on the com-

pany” is the official justification offered by Wei Yu and Mahmat Ahmed Masri.361 Expatriates are

not even allowed to buy goods from the shops in a Village Atan. This clear separation has

prompted an intervention: While we were was talking to people in the Village Attan 1 a CNPCIC

security officer in passing stopped his car in passing to check what we were doing here as he was

assuming that we were working for a sub-contractor. The situation became calm when we re-

Les régions les plus touchées sont le Logone Oriental (9,8%), la région de N’Djaména (8,3 %,), le Lac Tchad 
(5,2 %) et le Logone Occidental (5,1 %).” http://www.sante-tchad.org/le-Tchad-celebre-la-journee-Mondi-
ale-de-lutte-contre-le-Sida_a122.html (March 30, 2012)

[359] Interview February 9, 2012, Doba

[360] Interview January 31, 2012, N’djamena

[361] Interview February 2, 2012, N’djamena
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vealed our identity and the purpose of our visit; Michael Cosey, the security officer, stayed for an

hour to chat and offer his insights. 

CNPCIC also does not offer health services to the surrounding communities. Encana,

the Canadian predecessor which carried out exploration in the Ronier field from 2004 to 2007,

had sponsored vaccination campaigns and operated dispensaries. CNPCIC discontinued this

practice to the dissatisfaction of the host communities. “We are not against oil production, but

we want another company than the Chinese, we want an American or a Canadian firm, they do

much better,” summarized the chefs des cantons when we met in Koud-alwa.

For Esso Chad the division of labor between the consortium and the government is

stipulated in the EMP. According to its terms, mitigation of any problems associated with direct

project employment is the responsibility of the project sponsors and the specific measures are

defined in the EMP. Mitigating the impact of the spontaneous in-migration to the project area in

response to the perceived opportunity of finding employment is the responsibility of the Gov-

ernment (Carpaneto et al., 2001, 12). Also, the provision of health care to the community and

monitoring the health impact of the project are government responsibilities. Contractors are re-

sponsible for providing preventive measures for infectious and communicable diseases that are

present in the camps and work areas (Carpaneto et al., 2004, 21). 

This division of labor makes sense if the government has the capacity to fulfill its role. In the

case of Chad, this is not so. It was clear from the outset that the government would not have the

capacity to adequately address the impact of in-migration and health challenges – and the gov-

ernment is also not party to the EMP. Also the magnitude of the health risks were clear to the

World Bank when it agreed to the EMP: A panel of experts, mandated by the WB, had identified

HIV/AIDS as the project’s biggest risk by far, resulting – without aggressive measures – in 100

additional AIDS deaths annually; a death rate 20 times higher than the risk from Malaria and

traffic accidents combined, which ranked as risk number two and three respectively (Jobin, 2003,

423). The severity was not only caused by the expected influx of workers and prostitutes. A

major factor was that all project material was trucked from Cameroon, where HIV rate was three
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times higher than in Chad and expanding rapidly. The infection rate of the truck drivers in the

harbor town of Douala was 17% at project start. From the port, the goods are trucked to

Mbaimboum, a conglomerate of brothels on the route from the Central African Republic to

Niger, where prostitutes had a HIV seroprevalences of 55% (Jobin, 2003, 422). From Mbaim-

boum, a new bridge was constructed for the project to connect with Chad.

The health experts called for a number of extraordinary measures including transport logistics

designed to avoid spreading the virus from Cameroon to Southern Chad.362 They also proposed

to treat HIV infections to avoid further spreading when workers disperse after construction fin-

ishes and the workforce was demobilized. “However, the Consortium did not provide staff or

facilities for diagnosis, counseling or treatment of HIV in the workforce or in camp followers,

neither did the governments. Despite its general support of AIDS prevention, the World Bank

Group did not insist that this recommendation of the experts be implemented.” (Jobin, 2003,

423) 

According to William Jobin, one of the health experts hired by the World Bank “the

consortium’s position was that it was sharing oil revenue with Chad and health care was the gov-

ernment’s responsibility” (Silverstein, 2003). This version finally was reflected in the EMP, “leav-

ing the wider HIV/AIDS strategy in the Doba region to the ill-prepared government and

NGOs, and it does not treat those infected” (Massey and May, 2005). As a consequence, only

about 11% of all infected people in Chad (and about 5% of the infected children) received anti-

retroviral therapy in 2010.363

[362] “The role of long-distance truckers is important in the spread of AIDS in Africa. The original Consortium 
plan for transporting the 1000 km of pipe allowed for the trucks to be loaded at the port city of Douala […], 
for trips up the pipeline route in the direction of Chad. The drivers were to pick up their loads, and stay with 
their truck — including tractor and trailer—for the duration of the trip which would involve about three 
overnight stops. This pattern is ideally suited for transporting the AIDS virus into the interior of southern 
Chad, as has been documented in Uganda and elsewhere in Africa. An alternative system of relays was pro-
posed by the panel, in which each driver would have his own tractor or cab but the trailers would be passed 
along the route from driver to driver. The drivers would thus be able to sleep at home every night, and the 
rate at which they encountered new sexual partners would be significantly reduced.” (Jobin, 2003, 423)

[363] http://www.who.int/entity/hiv/topics/treatment/data/en/index.html (March 30, 2012)
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Esso Chad deliberately does not tackle the biggest public health impact of its operations

beyond prevention through educational activities and making condoms available to employees

(Carpaneto et al., 2002a). Instead, Esso Chad focuses on Malaria where the ExxonMobil Foun-

dation partners with larger initiatives such as the Roll-back-Malaria program.364 While this en-

gagement also addresses important health issues, it is ill-aligned with the companies impact based

responsibilities.

VIII.3.3. Conclusions

Education, training and capacity building: All the companies we talked to invest in the capac-

ity building of their own workforce, at least in areas where the economic value is obvious: a

skilled national welder or electrician is cheaper than an expat worker. Less effort is made where

more education is needed. In statistical terms: the difference as to whether a company has 60%

or 85% percent of national workers mainly relates to skilled workers. Whether it has 85% or

95% of national workers also relates to supervisory, engineering and managerial positions. Build-

ing this capacity requires further investment and effort. Here, GNPOC and Ariab stand out. De-

veloping such a management cadre is critical in developing countries characterized by a lack of

enterprises that are able to grow and to create jobs.365 

GNPOC complied with demanding nationalization requirements without paying atten-

tion to regional representation; relying on Northerners was cheaper given their higher level of

education and the diaspora Sudanese in the Arab oil industry. There was no political pressure to

employ Southerners; doing so would probably have even compromised the relation with the

government. This only started to slowly change when a Southerner, Lual Acuek Deng,366 became

[364] http://www.essochad.com/Chad-English/PA/Newsroom/TD_NewsRelease_170401.asp

[365] Those economies are characterized by high numbers of micro-enterprises and most of the self-employed 
people are forced into this due to a lack of alternative options, not because they are genuine entrepreneurs.

[366] Interview with Lual Deng, Oil Minister, November 23, 2010
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Oil Minister in 2010.367 After the secession, there was hope among Southerners that the South

Sudan government would introduce a similar Southernization agenda with binding targets.368 

For Esso Chad, nationalization was emphasized in the contract. The lack of explicit

performance indicators and enforcement has resulted in lower levels of national employees. Esso

hired local labor from the oil producing area in order to reduce in-migration – an attempt that

had limited success: in-migration remained very high and employees from local communities

reached not more than 5% of the workforce in 2011 (Carpaneto et al., 2011, 59).369 

Although Esso Chad employs fewer nationals than does the GNPOC, the figures are

still high in a Sub-Saharan African context: Gabon, where Shell and Total produce about half of

the country’s oil, has the toughest laws on the subject; over 90% of jobs in the industry must be

held by Gabonese workers. But these thresholds, which date back to 1968 and 1975, have never

been enforced. According to a recent head-count by the Gabonese oil workers union ONEP,

out of 9’000 employees in the sector 2’888 were foreigners (Africa Intelligence, 2011).370

Capacity building for suppliers by the companies is practically non-existent. The effort

in Chad is championed, financed and implemented by IFC.

The assessment of working conditions suggests that CNPCIC shows a weak perfor-

mance (as is known from other Chinese operations, e.g. in Zambian copper mines (Wells, 2011)),

while Esso Chad received comparatively good ratings in conversations with NGOs. Yet, due to

the lack of more comprehensive information this remains a preliminary assessment.

[367] When we visited GNPOC in December 2010, we met, by coincidence, two young men who had just been 
hired and were waiting for their first instructions. Both are graduates from Bentiu in Unity State, the ‘oil cap-
ital’ of South Sudan. One was a petro-engineer who had graduated from Sudan University and the other an 
electrical engineer from the UofK. They were selected by the Unity State government to work for the com-
pany for half a year; both were hoping to get a permanent job after this temporary assignment.

[368] Interview Alfatih Yousif Tamin (Section Head Safety, GNPOC), June 8, 2011

[369] For a more detailed discussion on local and regional representation, see the chapter on economic equality 
(chapter VIII.4.2.1).

[370] This has resulted in a flurry of strikes organized by ONEP since the beginning of 2011 and has forced 
Gabonese president Ali Bongo to make it harder for foreigners to obtain visas. A new oil and gas code will 
be adopted following the results of a global audit of the industry. (Africa Intelligence, 2011)
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Health and safety: We observe a convergence of workers’ health and safety levels towards

international standards although not all companies are at the same level. The information avail-

able suggests that controlling quality is more difficult when companies rely on public services. 

Community health: Corporate engagement for community health varies, even within

CNPC dominated companies: GNPOC provides substantial services to the local population (us-

ing Sudanese personnel except in the new Bentiu hospital). Petrodar’s attempt to run a hospital

failed due to poor coordination with local needs and CNPCIC does not engage in community

health issues at all. Esso Chad is engaged in line with the Exxon policy in malaria prevention but

refuses to tackle the much more serious public health impact of its operations. 

VIII.4. Social capital

VIII.4.1. Context

a) The issue at stake

We have defined the generation and maintenance of social capital as a function of ad-

ministrative institutions – their capacity to promote economic equality, equal opportunity, and to

maintain procedural fairness and impartiality in its dealing with citizens – and of civic action con-

tributing to the political discourse. 

In resource extraction, social capital plays a particularly important role for three rea-

sons: First, the resource curse literature has identified the quality of institutions as a key variable

that has a bearing on whether a country faces the resource curse syndrome or manages to use the

revenue windfall for effective developmental transformation. The question as to how extractive

operations affect social capital therefore is of particular importance. As with many other re-
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source-rich countries, Sudan and Chad have experienced the deterioration of major governance

indicators since resource extraction started: For example the indicators for the quality of basic

administration, the rule of law, the independence of the judiciary, corruption, and the prosecu-

tion of office abuse (see table 9). 

Second, extractive companies maintain that they are only doing business and will not

intervene in the political sphere of their host countries. Against this claim, companies impact in-

stitutions consciously or unconsciously in many ways while pursuing their corporate goals (see

page 72); for example through capitalizing on information asymmetry, through regulatory cap-

ture,371 through tax avoidance strategies or through benefiting from governance failures like the

non-enforcement of regulations or the weak capacity of government negotiating partners.

Third, extractive companies in Sudan and Chad themselves have a quasi-institutional or

quasi-public position in host communities which can be described as being caused by closeness

and impact. Closeness: Extractive companies are very close to the government. They operate

based on a public concession, the government provides security forces to protect facilities and

operations, and often the government is co-owner of the operating company. Impact: Extractive

companies can have a significant influence on the daily life of host communities at the local level

through handling of compensation processes or environmental impact; this effect is accentuated

by their long-term presence. For these reasons, corporations through the way they operate and

deal with host communities, corporations influence trust building towards institutions.

[371] Extractive industries represent an inflexible sector (i.e. a sector with a small number of big companies, high 
barriers to entry and exit – in contrast to the inflexible sector, the flexible sectors has a large number of 
smaller companies and low entrance and exit barriers !) making the collective action of corporations easier and
tending to put heavy demands on the state for protection of their interests, suggesting that a leading sector’s 
flexibility or inflexibility influences the autonomy and capacity of the state that governs it. Monitoring and 
regulating inflexible sectors would be complex, which is why the government would develop close ties with 
inflexible firms resulting in a regulatory capture, as is known to happen with the regulation of natural mo-
nopolies like water supply. These ties would in turn force the state to erroneously conflate the narrow short-
term interests of the leading sector with the broader long-term interests of the nation. (Shafer, 1994; in: Ross,
1999, 312)
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b) Responsibility of companies

Companies have an impact based responsibility not to undermine the capacity, integrity

and impartiality of local, regional and national institutions through their interaction and business

behavior. They further have an impact based responsibility to promote equality and impartiality

in their interaction with the workforce and local communities, to promote integrity and to insist

on the compliant behavior of security forces and procedural fairness from public officials in

dealing with issues related to their operations.

Because of their unique position towards the government, extractive corporations face

a leverage based responsibility to promote the fulfillment of human rights by pressuring govern-

ments to discharge their human rights responsibilities. In the realm of voluntary engagement,

this can take various forms such as promoting impartiality e.g. through supporting access to the

legal system for ordinary people, or promoting collective action through supporting e.g. indepen-

dent media or civil society organizations.

VIII.4.2. Findings

VIII.4.2.1.Economic equality

a) National and regional workforce

The first and most obvious contribution of extractive industries to increase economic

equality is that they create jobs and expand the formal economy. The ratio of nationals in the

workforce is an important indicator. Focusing on equality, the question of regional representa-

tion becomes important, particularly given the fact that all extractive operations are located in

marginalized areas with lower levels of development and neglected by government development

policies. 
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Ariab claims to have recruited half of its 900 workforce from between Port Sudan and

Atbara. This is higher than the numbers seen at any of the oil companies. Yet, the context puts

the numbers into perspective: First, the region has a population of over 600’000 people.372 Sec-

ond, a gold mine in the area373 closed down in 1990. Third, the containerization of the port, and

the closure of the cotton ginnery and other factories in Port Sudan did away with many jobs

while, at the same time, pastoralists migrated to the town, forced by consecutive droughts.

Fourth, the local Beja, who were in conflict with the central government over political represen-

tation and lack of development for decades (see chapter VII.1.2.d), claim that all skilled workers

come from outside, even lorry drivers and bulldozer operators, while only unskilled jobs are kept

for Beja. The most explicit was Adaroub,374 a former police officer who was only willing to speak

under a pseudonym: “Getting a job in the company [as a Beja] is de facto a bribe.” Amna Os-

man, the director of the Port Sudan based local NGO Abu Hadia Society for Women and Com-

munity Development, compares the behavior of Ariab towards Beja with the Red Sea State gov-

ernment: “Both are Khartoum controlled.” 70% of government positions in Red Sea State are

from the outside. The Governor of Read Sea State has been loyal to the NCP for over twenty

years; he appoints – and dismisses – the Wali.375 “This creates a lot of mistrust. People do not

feel represented. Politicians follow their own agenda and misuse their position This uncertain

position causes the Wali to secure what he can get in order to prepare for the time when he will

be removed from office.”376 The only answer we got from the Ariab management was that the

director himself is a Beja.

The situation in the oil companies is worse: In June 2011, GNPOC had 26 Southerners

[372] The population of Port Sudan and Atbara is 495’000 and 107’000 respectively. The distance between Atbara 
and Port Sudan is about 480km. The gold mine is in between and population density between the towns is 
very low.

[373] The mine was in Gebeit. The last company was Minex Minerals Sudan, Ltd, a joint venture of Greenwich 
Resources Plc and the Sudanese government.

[374] Interview June 18, 2011, Port Sudan

[375] The Wali is the governor’s representative at district level. Often, the Wali is in office for one or two years 
only; the governor replaces him if he says something wrong or if the governor dislikes him for other reasons.

[376] Interview June 19, 2011, Port Sudan
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on the payroll,377 representing 1.7% of the 1’470 directly employed people.378 Alfatih Yousif

Tamin who shared these figures with us is one of these. Alfatih, between 35 and 40 years of age,

is from Wau in Western Equatoria where his father was policemen. He joined GNPOC in 1999

after graduating from UofK with a MA in English literature. Alfatih worked in the field for 10

years and worked himself up to one of nine safety officers in the field. In 2008, he was promoted

to Section Head Safety, when his predecessor moved to Sudapet, the Sudan NOC.379 

Frustrated over the lack of job opportunities, the local population, mainly young men,

stages protests, blocks roads or seizes company vehicles. This can be 5 or 6 people demanding

jobs, or 100 requiring infrastructure or compensation. Even the government sometimes encour-

ages confrontation with the companies.380 Since the CPA, the number of incidents has steadily

increased – because it is effective, as Abuagla Abusin says: 

“Following such business interruptions, the company negotiates with the protesters and

usually gives what they demand. For GNPOC, this is an economic consideration: When

the rental fee for a drilling rig is USD 200’000 per day it is worth paying. Yet, the com-

munities demand more and more: it started with 500 – 1000 SDG, went up to 50’000 to

100’000 and now they exaggerate and demand millions.”381 

Obviously, the local youth are violently pressuring a market that is undergoing a price discovery

process because they are not satisfied with what GNPOC offers. After the signing of the CPA in

2005, GNPOC agreed to hire locals from a list of qualified people (prepared by the local admin-

istration and the police) for 3-month contracts so that as many as possible could benefit but this

was not effectively implemented.

A similar low ratio of Southerners can be assumed for WNPOC although Mohammed

[377] Interview Alfatih Yousif Tamin (Section Head Safety, GNPOC), June 8, 2011 

[378] According to GNPOC, the rate is higher among the unskilled and semi-skilled positions that are hired via 
contractors, see table 18.

[379] Interview December 5, 2010, Khartoum

[380] See the example of the Unity State governor Taban Deng, chapter VIII.1.2 who commented on the protests 
positively: “Companies don’t do enough, we leave it to the community to settle with the companies.”

[381] Abuagla Abusin is Head Safety and Environment at Sudapet and before that held the same position at GN-
POC. Interview November 23, 2011, Khartoum. At the time of the interview, 1SDG equals 0.4 USD.
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Imad Chekel, a Southerner and medical doctor working in the CD department was not able to

share exact figures382 nor did we get a chance to talk to the human resource department. Petrodar

states that it started to hire Southerners from the concession area mid-2009. According informa-

tion provided by locals the number of employed workers is somewhere between 15 and 200.383

In Esso Chad 273 people have been recruited from 61 villages in the oilfield develop-

ment area (this does not include the towns of Moundu and Doba) in 2011, representing around

5% of the national workforce (Carpaneto et al., 2011, 59). The fact that in-migration has not

been controlled has led to a sharp increase in cost of living and of rents, resulting in an economic

burden for the locals with a stronger negative impacts than the income earned by those who are

employed.

CNPCIC did not provide any evidence that they would explicitly hire locals from the

Bousso area; the few we talked to came from N’djamena. 

b) Wages and working conditions

Economic equality also requires the payment of living wages independent of the coun-

ty’s minimum salary.384 We learned that in Sudan the wage paid to an unskilled oil worker is be-

tween SDG 500 and 750; this is clearly above the minimum wage, which is too low to provide a

worker and family with a decent standard of living.385 In addition to the remuneration, a worker

receives free food and free medical treatment. Yet, the employment duration for many unskilled

workers is limited to three months; officially, this is to give more people the chance to earn an

income. 

[382] Interview June 15, 2011, Khartoum

[383] Interview Elhadi Monsour, November 22, 2010, Kharotum

[384] Article 23 of the United Nations Universal Declaration of Human Rights states that “Everyone who works 
has the right to just and favourable remuneration ensuring for himself and for his family an existence worthy 
of human dignity.”

[385] http://www.state.gov/j/drl/rls/hrrpt/2008/af/119026.htm (October 30, 2012) 
1SDG equals roughly 0.4 USD (December 2010)
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In CNPCIC, remuneration is generally low, starting at the legal minimum wage,386 ac-

cording to CPPN.387 When visiting the Ronier production area, we stopped at a pipeline pump-

ing station. Four workers were sitting outside a tent under a tree. They are employed by ASEC, a

Chadian security firm subcontracted by CNPCIC. The four men were guarding the Pumping Sta-

tion One (out of eight) around the clock in 12-hours shifts, 30 days a month and twelve months

a year. The guards are obliged to stay on the spot while their families live about 30 kilometers

away in Bousso. The salary is FCFA 60’000 per month, which is the legal minimum – but for 20

working days at 8.45 hours a day.388 To put this salary into perspective, one guard went to the

shelter (‘our office’) and come back with a few receipts from the Bousso hospital. He had paid

FCFA 17’000 for a consultation, diagnosis and medicine. CNPCIC follows the national laws but

does not respect its workers’ right to a living wage.

According to NGOs, payment for guards in the Doba area is slightly higher at FCFA

84’000 per month.389 At Esso Chad, payment is also said to be higher and above the national av-

erage. Workers in Doba are organized in unions and they went on strike in 2001,390 2006391 and

again in 2007392 over salary increases, lack of career paths and development, and discrimination.

There are also cases of severe labor rights violations, including the harassing and beat-

ing of workers. Rimtebaye Nasingar, Coordinator of the Commission Permanent Pétrole de N’djamena

(CPPN),393 showed us the documentation of eight cases where CPPN was asked to mediate on

behalf of the workers since 2007. In one case, the Chinese foreman was sentenced to a compen-

sation payment and spent a night in prison. This obviouslyä altered the company’s stance: When

[386] This was 28’000 in 2008 and was increased several times to 60’000 in 2011, reflecting inflation and not an in-
crease in the purchasing power.

[387] Interview Emmanuel Tolrommadengar Nadjilengar, February 4, 2012, Bousso; 1 USD =510 FCFA (early 
January 2012)

[388] Décret 11-055 2011-01-21 PR/PM/MFPT (http://fromchad.blogvie.com/2012/07/16/tchad-salaire-mini-
mum-interprofessionnel-garanti-smig-et-du-salaire-minimum-agricole-garanti-smag/ (October, 28, 2012)

[389] Interview Urban Moyombaye, GRAMP local supervisor, February 9, 2012

[390] http://www.highbeam.com/doc/1G1-78269622.html (March 28, 2012)

[391] http://www.energy-pedia.com/news/chad/workers-go-on-strike------ (March 28, 2012)

[392] http://www.reuters.com/article/2007/03/20/chad-esso-strike-idUSL2018645020070320 (March 28, 2012)

[393] Interview February 3, 2012, N’djamena
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CPPN was called again to mediate in a similar case, the Chadian worker was taken to N’Djamena

for treatment before CPPN arrived – and after that, the worker didn’t want to talk anymore. 

c) Generation of employment in the value chain and broader economy

We attempted to understand the extent of local content following the methodology

provided by the ICMM for the extractive industry (ICMM et al., 2008, 34-37). It proved impossi-

ble to find statistical data for local content in Sudan. The meeting with Ilham Naseem from the

Sudanese Businessmen Federation was not conducive either to find out about the number of

businesses involved in the extractive sector.394 At none of the companies were we able to talk to

the procurement department or otherwise obtain concrete information about local suppliers nor

could we find evidence that companies would actively try to promote or expand local content. 

Esso Chad publishes figures on local spending: Chadian companies were awarded con-

tracts for services totaling USD 180m from mid-2010 until mid-2011395 and over USD 1.2bn

from project inception until mid-2011.396 Unfortunately, these figures mix payments to different

types of business: purely local businesses (owned and operated by Chadians), purely foreign busi-

nesses (owned and operated by foreigners), and joint ventures between local and foreign firms.

(World Bank Independent Evaluation Group, 2009, 69). Most of the money paid to ‘Chadian

companies’ in reality are payments to local branches of international oil field service companies.

They are hired for specialized tasks where the potential for local content is minimal. We were in-

terested in the companies owned and operated by Chadians. The only information provided was

that 300 Chadian SMEs have received training through the Enterprise Center. No information

about the number of contracted companies or the value of contracts was disclosed.

CNPC has outsourced a significant part of what local companies could do to Soluxe In-

[394] Interview June 7, 2012, Khartoum

[395] http://www.essochad.com/Chad-English/PA/Files/30_allchapters_eng.pdf

[396] For the Chadian part only. Combined local spending in Chad and Cameroon from project inception until 
mid 2011 amount to USD 2.5bn
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ternational, one of its subsidiary companies.397 When CNPC entered Sudan, this also marked the

start of Soluxe. During a dinner Abuagla Abusin recalled: “Our government has sold the ‘Sudan

Hotel’398 to CNPC. They now have a five-star restaurant, accommodation for their guests and a

lot of staff. We [Sudanese] have not realized that with selling the hotel we don’t make money and

we don’t benefit from their business travels.”399 This was only the beginning: Today, Soluxe Su-

dan provides catering services to all CNPC-led operating companies, logistics, real estate man-

agement, travel agency services, construction and engineering, commerce and trade, and runs a

Chinese Supermarket in Khartoum. Soluxe Sudan employs over 800 people of which 26% are

Chinese. Soluxe has grown together with CNPC’s international expansion and has branches in

15 countries, one also in Chad.400 This creates local jobs, but it is not a strategy to maximize local

content and grow the capacity of Sudanese managers. 

We could not gather information about WNPOC’s local content strategy. From Ariab

we only learned that it buys one million liters of fuel and 1’200 tons of cement every month and

its food locally, and everything else is imported.401

The construction sector has seen some local business development as an effect of oil

activities: For example, Higleig Petroleum Services and Investment Company Ltd was estab-

lished in 1997 as a small engineering and earth moving company working for GNPOC; it has

grown to be a company with operations all over the oil sites in Sudan, a total workforce of 1’500

employees and a turnover of USD 150m.402

Employment generation outside the value chain happens occasionally: Esso Chad has

engaged in a capacity-building initiative for women’s business cooperatives to promote income

generation for women as mentioned earlier (chapter VIII.3.2.1). GNPOC has paid for the clear-

[397] http://www.soluxeint.com/en/

[398] This is where Soluxe started as manager of CNPC’s corporate hotel, a formerly state-owned Sudanese hotel.

[399] Head HSSE Sudapet, formerly Head HSSE GNPOC, Interview June 16, 2012, Khartoum

[400] http://www.soluxeint.com/en/2010/0623/31.html (March 28, 2012)

[401] Interview Jean-Pierre Sierak, June 5, 2011, Khartoum

[402] www.higleig.com/about.html (March 28, 2012)
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ance of 10’000 feddan (4’000 ha) of land in the Nuba mountains and 5’000 feddan in the Atbara

area.403 The land was given to local communities to grow crops on this land; part is for consump-

tion and the rest for revenue generation to finance community development projects. We could

not obtain any independent information about the performance of this scheme.

d) Supporting economic policy reform

We could not find any instance where one of the sample companies support policies to

promote local businesses or economic equality. In Sudan, an early opportunity would have been

the support of the refinery in Bentiu as a commitment to regional development. 

With this, the companies are not an exception in the sector, in contrary. There are only very few

examples, where extractive companies support the capacity of public policymakers; one is a

project by BP in Azerbaijan. The company followed the advice of its independent advisory com-

mittee and launched a project that aims at improving the government’s economic capacity with

the aim to improve the reinvestment of oil and gas revenues (Webb and Carstens, 2008, 16).

VIII.4.2.2.Social equality / equal opportunity

Equal opportunity includes two aspects: First, access to public services regardless of the

social background (ethnic, religious, gender or any types of minorities or marginalized groups).

Second, the possibility to voice concerns and needs, to be heard, and to be protected from nega-

tive impact resulting from resource extraction on population groups as this would compromise

their right to equal opportunity. In the absence of equal opportunity, complaints, discontent and

tensions increase; what follows are increasing crime rates and homicide levels (UNODC, 2011)

and the situation can further escalate into social unrest and civil strife.404 There are many ac-

[403] Both places are along the pipeline from Heglig to Port Sudan

[404] This does not exclude that the complementary mechanism - ethnic tensions influence decisions not to deliv-
er services and not to pay attention to grievances - isn’t at work. This is rather mutually reinforcing than 
exclusive.
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counts that confirm that crime rates in the Doba area increased after oil production started

(Carpaneto et al., 2002b; Wax, 2004). 

We discuss three areas of corporate behavior that have an impact on equal opportunity

and social equality: First, consultation, i.e. the opportunity to voice concerns and to be heard;

second, the way in which companies mitigate the effect of negative externalities; third, the even-

tual voluntary promotion of policies that foster social equality.

a) Consultation

All extractive companies in the research sample operate in areas where marginalized

groups live and where grievances against the government are prevalent. Their relationship with

the government is strained because of under-representation, lack of development, and a history

of civil conflict. Companies arriving in an area with a license signed by the central government

are perceived as an ally of the government in the first place.

During our field research, we have observed that companies do not account for these

dynamics. A good example is Wei Yu. Outside China for the first time, he arrived in N’djamena

in 2011 with little prior knowledge of the country or the situation he would encounter. When we

asked him about the most difficult part of the CNPC project in Chad, he answered: “The most

difficult thing is the communication with communities, to convince them that the project is in

their interest and benefit.”405 Wei Yu did not expect this to be a challenge, not to be welcomed

by destitute Africans as one who brings about a better future. But the claim about a better future

does not resonate with the experience host communities have had with actors linked to the cen-

tral government. And the attitude of CNPCIC to systematically disregard the local authorities re-

inforces their impression of being deprived of the legitimate right to be consulted and heard.

Whether we spoke with the chef de village in Diriti, the chefs des cantons in Koud-alwa or with civil

society organizations: the accusation that ‘the Chinese’ only deal with the central government

[405] Interview February 2, 2012, N’djamena
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was a recurring complaint. 

Ariab communicates with the population through the local representatives of the cen-

tral government. Beja leaders complain that there is no direct contact by the company with com-

munities. Communication is mediated via the local commissioner to the governor and from

there to the government or the other way round.406 And the Khartoum-loyal governor of Red

Sea State sits on the board of Ariab.

In the oil companies in Sudan, the community relations are run by the security depart-

ment, i.e. military and police officers (see chapter VIII.4.2.3.i). Genuine consultation of commu-

nities in the extractive areas is not part of this arrangement. In addition, memories in the oil areas

about large scale campaigns to clear oilfield areas of their population in the 1990s are still alive

(Coalition for International Justice, 2006, 11; Human Rights Watch, 2003) as well as the fact that

oil workers came for exploration with military protection only a few years ago (see page 296).

The behavior of Esso Chad seems to be different: as a borrower from the World Bank

Group the consortium was obliged to consult project-affected groups and local NGOs in order

to comply with World Bank policies. The press release published at the occasion of the official

project inauguration in October 2003 stated that 

“[t]he Project represents unprecedented efforts in the areas of socio-economic planning

and public consultation. Since 1993 the Project has held nearly 5’000 public consulta-

tion meetings reaching tens of thousands of people in hundreds of villages throughout

the Project area – by far the most extensive public consultation process ever undertak-

en in Africa.”407 

Yet, there are considerable reservations about the consultation process: The NGOs coordinated

under the Commission Permanente Pétrole Locale (CPPL) describe Esso Chad’s public consultations

as one-way processes where local villages were told what was going to happen, and where the

free exchange of views was hampered by the presence of armed security forces or by govern-

[406] Interview June 17, 2011, Port Sudan

[407] http://www.essochad.com/Chad-English/PA/Newsroom/TD_NewsRelease_101003.asp (March 30, 2012)
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ment representatives who would retaliate by arresting or intimidating people who spoke out

against the project. The World Bank’s Investigation Panel found evidence that

“at least prior to 1997, the consultations were conducted in the presence of security

forces, which is incompatible with Bank’s policy requirements. [… F]ull and informed

consultation is impossible if those consulted perceive that they could be penalized for

expressing their opposition to, or honest opinions about, a Bank financed project” (The

Inspection Panel, 2002, 42). 

The panel also recognized that the consortium has made progress in its consultation process

which has continued with 700 to 1’200 consultation and communication activities per year in

Chad and Cameroon.408 The CPPL member NGOs remain skeptical about the consultation

process, which still are “not genuine consultations but focus on delivering information about on-

going activities and on the selection processes for community compensation”.409 

ECMG comes to a more positive conclusion. Based on inspections and the analysis of commu-

nity meeting protocols, ECMG finds that consultation has improved and communities use the

events to raise issues and concerns, mainly about jobs, security, abuses by gendarmerie, environ-

mental issues, and crop damage (Carpaneto et al., 2009, 45; Carpaneto et al., 2011, 58-60). 

Despite the improvements, ECMG has found fundamental flaws even in 2009, 16 years after

consultations started: The consortium shows a reactive rather than proactive approach, i.e. issues

are only addressed after they are raised by the communities, NGOs or the ECMG; often, the

social team leading the community meeting does not appear briefed on important matters so that

it cannot answer questions raised by the community; the minutes of community meetings do not

contain information about follow-up actions agreed with the attendees. ECMG also recom-

mended to improve the communication skills of the social team and to make the results of the

environmental monitoring (e.g. water, air) publicly available on a regular basis to the communi-

ties (Carpaneto et al., 2009, 45; Carpaneto et al., 2011, 58-60).

[408] http://www.essochad.com/Chad-English/PA/Newsroom/TD_ProgressReports.asp (March 30, 2012)

[409] Interview February 8, 2012, Moundou
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b) Compensation practice

The standard approach to handle negative externalities such as land occupation and

damage to productive assets is to provide cash compensation to those affected by the damage.

The assumption is that the compensation puts them in a position to restore their livelihood at

least to the same level as before. In this paragraph, we report our findings on the impact of com-

pensation and discuss whether the current form of compensation is conceptually an adequate

measure to achieve its stated goal. In chapter VIII.4.2.3.a we discuss the procedural aspects of

the implementation compensation payments.

The concept of compensation is well established in all the societies in the extractive ar-

eas in Sudan and Chad. The level of compensation for damage is typically negotiated between

parties and takes the form of in-kind indemnification, typically a number of animals.

The key difference of compensation for oil-related damages is that they take the form of cash

payments. This has no tradition in societies where cash transactions play a far less important

role. People are not used to dealing with large amounts of money and compensation payments

unintentionally harm the social fabric and social equality. 

This effect is particularly explicit in the Doba area where compensation payments are frequent.

From the start of the project to the end of 2011, about USD 15m (FCFA 8’983bn) has been paid

by Esso Chad in individual compensation payments in Chad. Each transaction is made at a

public payment ceremony: The chef de village and the chef de canton approve and sign the docu-

ments, the individuals sign and put their thumbprint, and a picture documents the handing over

of the money.410 For the company, this completes the transaction. For the compensated individu-

als, the problems start: First, handling large amounts of cash in a meaningful way is a challenge

for most compensated individuals. They have never before had that much money and most of

[410] The rates are agreed upon by Esso Chad, the World Bank, NGOs, and the government of Chad. Rates are 
posted in all affected villages and available online at: http://www1.ifc.org/wps/wcm/connect/
6aacf4004885341499b7fbd43342d3dc/CompensationRates.pdf?MOD=AJPERES (March 30, 2012).
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them do not even have a bank account in which to deposit the windfall. No mechanism has been

established to support people in the management and best use of the money. According to some

estimates, only about one out of ten managed to invest compensation payments in a sustainable

manner; others invested in motorbikes, alcohol, another wife etc. (see also: Massey and May,

2005, 261). 

Second, the high number of compensation payments has ‘monetized’ community relationships:

“Compensations have broken the traditional solidarity. Now everything is about money and

everybody wants a share of it,” observes Urban Moyombaye411 who works for GRAMP as a local

supervisor in the Doba area. 

Third, the value of land has increased leading to more disputes over land rights among members

of a family and between families. Since Chad has a system of residual land rights, compensated

villagers come under pressure from their larger family who also request their share. Neighboring

communities find themselves in conflict over land.412 Such disputes over land are not new but

the money involved has aggravated the conflicts and rendered the chefs de village and the chefs de

Cantons incapable of solving them.

Finally, cash compensations arouse the greed of others: the chef de village and the chef de canton used

to request a 10% fee for their signature. Although this practice has officially been banned, it still

continues, according to CPPL and GRAMP. This means that the sub-prefect and the prefect

take their share from this arrangement; otherwise they would not allow it. Cash compensations

also tempt security personnel to abuse their positions: The gendarmerie frequently harasses re-

[411] Interview February 9, 2012, Bébédja

[412] Examples include the case of farmers in the villages of Mékab and Madana who were refused access to their 
cultivable lands by the inhabitants of Komé Mbaïrabétolé because they were accused of being ungrateful for 
the compensation that was paid to them by the project, and the dispute that arose between the cantons of 
Bédédjia and Maindoum regarding the administration of the village of Dogoï. The inhabitants of Mouaroum 
/ Bemou are at daggers drawn with the migrants from Atan, who are accused of being the main cause of 
their woes (they steal from the project facilities and we are the ones who suffer, say the local inhabitants). 
The villages of Pouteguem and Betodé are fighting over cultivable land, and relations between Ngalaba and 
Maïkéri have deteriorated because of claims related to the ownership of the area that houses the oil collection
units for the Miandoum oilfield. (GRAMP et al., 2011, 24)
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cently compensated villagers accusing them of any kind of misbehavior in order to solicit

payments.413

From a formal perspective, Esso Chad complies with the EMP. From a corporate re-

sponsibility perspective, one would expect the company to take a proactive approach to identify

more appropriate compensation options together with the local population, with NGOs, and ex-

perts. Only at the beginning was a trial made with in-kind compensation. But the payout times

were delayed up to 10 months and the rate of those choosing this options dropped from 28% in

2000 to 4% at the end of 2001. Instead of the mechanism being improved, the trial was stopped

(Carpaneto et al., 2002b, 20-21).

Community compensations – paid for damage occurring to community-owned proper-

ty – are less exposed to these side-effects since they are made in-kind. Communities go through a

decision-making process to select from a catalogue of compensation items (e.g. school, flower

mill, water well). Yet, according to a complaint that Chadian NGOs have sent to the Om-

budsperson of the IFC in October 2011, Esso Chad has in several cases imposed other infra-

structure than initially selected by the communities.414 Villages that objected to the new works

imposed by the operator did not receive compensation (GRAMP et al., 2011, 22).

In Sudan, compensation for oil-induced land occupation and damage has two aspects:

the first is related to compensation resulting from forced displacement during the war. After the

[413] Interview Urban Moyombaye, February 9, 2012, Bébédija

[414] “The discussions with the population for the selection of their choice of infrastructure or development 
project based on the problems identified were intended to make the compensation program efficient and ef-
fective. Unfortunately, it appears that in most of the villages selected for additional community compensa-
tion, the choices made by the inhabitants were not respected by ESSO/JMN Consultants when the selected 
projects were carried out. For example, in the village of Ndoheuri, which had selected a school or an agricul-
tural cooperative, ESSO in the end decided to construct a house for the school principal—this when the vil-
lage was using three old sheds as classrooms. Similarly, Kilaga, a village in the Moundouli area, chose a 
school, but ESSO decided to construct a house for the school principal close to the home of the village 
chief—this when in fact the village had no educational infrastructure. Likewise, in Maïkero, which chose a 
tractor to cultivate its vast fields, ESSO decided simply to develop 10 ha of maize. The inhabitants of Mian-
doum IV chose a school or agricultural equipment, but ESSO decided to construct housing for the school 
principal. In Madjo, the inhabitants chose rice-growing facilities, and ESSO instead imposed a one-room 
building. In Berguereu, the school is a straw hut, but the project chose to construct a house for the school 
principal. In Manboye, the inhabitants chose to construct a school with the additional community compensa-
tion, but in the end the Consortium insisted on windmills.” (GRAMP et al., 2011, 22-23)
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government land grab for a number of Gezira-type of irrigation schemes and later for the in-

troduction of mechanized farming, the land grab for oil was particularly violent, involving mass

displacement, and the burning hundreds of villages and killing of scores of civilians. During the

war period compensations were neither paid nor asked for since staying away from government

was all important because of the conflict.415 

The Wealth Sharing Protocol of the CPA provides for a retrospective compensation in para-

graph 4.5: “Persons whose rights have been violated by oil contracts are entitled to compensa-

tion. On the establishment of these violations through due legal process the Parties to the oil

contracts shall be liable to compensate the affected persons to the extent of the damage caused.”

(CPA, 2004) This clause has not been honored during the CPA period. In 2010, the NGO net-

work European Coalition on Oil in Sudan (ECOS)416 has indicted Lundin Petroleum and OMV

for damage done on the property and land of host communities between 1997 and 2003 (ECOS,

2010; Travis, 2008) in order to elicit compensation. The case is still pending but the companies

decline any responsibility.

With the CPA, compensation payments (for crops or assets on the land, not the land it-

self since this belongs to the government) were also introduced in Sudan and soon displayed the

same conceptual flaws as discussed for Chad: The value of land increased and with this conflicts

within clans and between clans. In pastoralist and semi-nomad societies boundaries of land are

not exactly defined, the concept of land ownership differs and therefore the concept of compen-

sation payments does not fit. An illustrative example is a dispute in Palouge, where two clans are

claiming the land where Petrodar has built its airstrip.417 

Cash payments to individuals in Sudan are exposed to the same challenges discussed for Chad:

Challenges to use cash payments in a meaningful way and intermediaries enriching themselves.

[415] Interview Hassan Abdel Ati, National Civic Forum, November 29, 2010, Khartoum

[416] http://www.ecosonline.org

[417] Interview Elhadi Monsour, November 22, 2010, Khartoum; Hamid Omer, June 2, 2012
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Typically, mediators, the county administration and the governors channel claims and payments

through their hands in order to charge beneficiaries for their ‘services’.418 

There are also positive examples: Some Dinka clans in the Petrodar concession area re-

alized – after some negative experience – that it is difficult to distribute cash the clan has re-

ceived to the individual clan members. In late 2008, one clan decided to invest compensation

payment into joint assets and soon other clans copied this idea. One clan has bought four trac-

tors. Clan members can now cultivate more land using the tractor and pay for fuel only. Another

clan invested in two buses, which has improved mobility in the remote area they live in.

c) Supporting policies that promote equal opportunity

We have not come across any attempt by a company in the sample getting involved in

the development or implementation of policies that foster social equality. After Esso Chad de-

clined to take responsibility for the regional health, HIV and migration policies that would miti-

gate the impact of oil operations, it also stood aside from the attempts to develop a Regional De-

velopment Plan; it never progressed to a viable level. 

This is in contrast to the expectations of stakeholders. In their view, large scale projects

should be embedded in larger strategic visions and plans for the region.419 This expectation was

expressed by many of our interlocutors. In Sudan, several people pointed to the Kenana Sugar

Project with 8’000 permanent employees420 as a positive example of a large scale agro-industrial

project that has included the design and implementation of regional development policies.421 The

[418] Interview Elhadi Monsour, November 22, 2010, Khartoum

[419] See also the critique about the lack of strategy in CSR infrastructure investment (chapter VIII.1.3).

[420] Kenana Sugar Company (KSC), the largest integrated sugar project in the world. Kenana is situated near 
Rabak on the eastern bank of the White Nile, 250 km south of Khartoum. The project is a joint public-pri-
vate venture and started in 1975; the factory opened in 1981. 
KSC produces around 400’000 tons of sugar, making Sudan self-sufficient in sugar (150’000 tons) with the 
remainder being exported. KSC employs up to 16’000 workers (50% permanent), and about 100’000 people 
are estimated to depend on the plant. KSC also supports scientific research and vocational training and pro-
vides education, health and electricity supply services to the estimated 100’000 population of the area. (http:/
/www.un.org/special-rep/ohrlls/ldc/LDC-sudan%20report.pdf, March 30, 2012). 

[421] Most explicit on this were Lena Maghoub (interview June 22, 2011, Khartoum) and the Beja leaders (inter-
view June 17, 2011, Port Sudan).
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company was a driving force behind it. Although Kenana is not a perfect example and has its

own weaknesses,422 the fact that people from very different backgrounds make reference to the

Kenana approach indicates that this approach has contributed to regional development. 

VIII.4.2.3.Impartiality and procedural justice

We report our observations about the extent to which the companies behave impartially

and follow fair procedures in their dealings with stakeholder groups: First, in the interaction with

host communities. To what extent are the company’s interactions with host communities trans-

parent, based on known rules and consistent (chapter VIII.4.2.3.a)? Second, to what extent do

the interactions with the government and the regulator have transparency, integrity and do not

seek to obtain undue privileges (chapter VIII.4.2.3.b)? Third, to what extent does the company

promote procedural fairness of public institutions towards host communities in issues related to

their operations (e.g. security personnel, local administration) or more generally promote the im-

partiality of public institutions toward host communities (chapter VIII.4.2.3.c)?

a) Procedural fairness of companies towards communities

In the daily routine of company-community interactions, impartiality and procedural

fairness translate into two aspects that we found to be of major concern to communities: First,

communication: Does the company inform host communities on operational aspects that are rel-

evant to people’s lives so that they are kept up-to-date on issues they are concerned about and

have the chance to ensure that the company follows the project agreement? This includes infor-

mation on planned expansions, on operations, but also expectation management and access to

relevant data from environmental monitoring.423 Second, complaints procedures: Does the com-

[422] For example, the establishment of the irrigation scheme with a 40km main canal and some 400km of smaller 
canals was only possible because land policies allowed this land appropriation. Also, some social and eco-
nomic impacts have been mixed (for a critical assessment, see e.g. Rahman and Hamoud, 1985).

[423] This is also linked to consultation of communities. Consultation actively solicits inputs from companies, 
mainly upfront to find an agreement on project design and implementation. Here, the focus is on the opera-
tional phase to keep communities up-to-date on issues they are concerned and give them a chance to ensure 
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pany have an easily-accessible process for communities to file complaints and a formal and im-

partial procedure to resolve community-level grievances? Impartial and effective complaints pro-

cedures are important to examine cases where the local population believe that the company has

violated its legitimate rights. To be impartial, a grievance body’s composition must be balanced

and its working processes effective and it must close cases within a reasonable time.

i. Provision of operational information and data

We found that companies do not provide information to keep communities informed

about issues they are concerned with in the first place. Their information activities are geared to-

wards that which makes company operations easier, as the case of Esso Chad illustrates: At

project inception, instead of managing people’s expectations the project promoters have actively

encourage high expectations and promised unrealistic material benefits so that they can win the

support of communities and local authorities.424 During its operations, the company informs

people about road safety, topics such as the toxicity of transformer oil so as to reduce theft inci-

dents, or about the piezometers installed to monitor groundwater so as to reduce sabotage inci-

dents. While the latter points are important and legitimate, no information e.g. on water quality,

the next steps of the infill drilling program or similar are provided.

All companies monitor environmental indicators within the framework of their certified

environmental management process but no company provides access to the monitoring results.

These results are vital to host communities and are frequently the reason for disputes: They in-

clude the quality of drinking water, the level and quality of ground water bodies and rivers, and

air pollution and soil fertility. In all the projects in our research sample, the suspicion that opera-

tions harm the environment and the refusal of the company to investigate such claims was a re-

current pattern. Providing information proactively would be relevant to establish trust.

the company follows the project agreement.

[424] Interview Urban Moyombaye, GRAMP local supervisor Esso Chad area, February 9, 2012, Bébédjia 
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This behavior of the companies is not just an omission but it is on purpose: Esso Chad has not

followed the repeated recommendations of ECMG to make monitoring results public (Carpane-

to et al., 2011); the company declined to cooperate in hydrological research on groundwater

bodies in the oil area.425 WNPOC has not given full access to data to the Norwegian environ-

mental team that was working on a CPA-authorized mandate. In the dispute with Sign of Hope

on water contamination the parties could not agree on an independent third party investigation.

GNPOC, besides hiding the monitoring results, has never accepted an independent evaluation of

the bioremediation scheme. Ariab was not willing to share monitoring data with us either. While

in a regulated environment the regulator would represent the local communities’ interests, check

on compliance and enforce corrective action, in countries where regulation is absent, the popula-

tion is left to speculate.

ii. Complaints procedures

We only came across a formal complaints procedure in the ExxonMobil Chad-

Cameroon-Pipeline project. It was an IFC lending requirement and it is detailed in the EMP.426

Against the contractual stipulations and despite repeated interventions of the ECMG, the com-

plaints procedure was only implemented in Cameroon. Although our research focuses on the

Chadian part of the project, we look at Cameroon to assess the relevance of the mechanism be-

fore we assess why it was not established in Chad.

A first process to address grievances was set up in Cameroon in 2002. The panel to

handle the claims included the pipeline company (COTCO), the government and an indepen-

dent observer (Carpaneto et al., 2002a, 16). By the end of the construction in mid-2003, 4’414

grievances were filed; 3’503 claims were settled by October of the same year. The ECMG has

checked the documentation of 102 (2.9%) randomly-selected grievances and found the resolu-

[425] Research was proposed by a student from university of Fribourg, Switzerland. Interview Urban Moyombaye,
GRAMP local supervisor Esso Chad area, February 9, 2012, Bébédjia 

[426] EMP, Vol. 3, Sect. 8.7.2, available at http://www.essochad.com/Chad-English/PA/Files/vo3ch8ch.pdf 
(March 30, 2012)
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tion generally to be adequate. Of the then 911 pending cases some were still pending in Novem-

ber 2005. (Carpaneto et al., 2003, 12; Carpaneto et al., 2005, 13). 

In 2005, the settlement procedure became a tripartite Social Statement Platform with representa-

tives from COTCO, government, and NGOs.427 Its mandate was first to close construction

grievances and compensation complaints In 2008 it was expanded to generally address social

issues relative to project activities (Carpaneto et al., 2009, 43). The panel meets two to six times a

year, carries out field visits to investigate grievances and to discuss with concerned parties. The

ECMG found that the Social Statement approach delivers satisfactory results but the process can

take up to three year which was considered too slow (Carpaneto et al., 2011, 64).428 

In its early phase, the platform was “observed to be well managed” and instrumental in “im-

proving relationships between COTCO and the participating five Cameroonian NGOs”

(Carpaneto et al., 2007, 13). Yet, cooperation between NGOs and COTCO has deteriorated over

time and seems to be seriously hampered by mistrust, limited information-sharing and differing

views on claims settlements.429 NGOs temporarily withdrew from the Platform in 2010 and

again in 2011430 until agreements were found to improve information-sharing and cooperation.

[427] Parties to this ‘Social Statement’ platform were: Pipeline operator (Cameroon Oil Transportation Company 
COTCO), Government (the inter-ministerial Pipeline Steering and Monitoring Committee (PSMC), Comité 
de Pilotage et Suivi du Pipeline (CPSP)), and NGOs (FOCARFE, RELUFA, CARFAD and CED).

[428] In March 2009, 80% of post-construction grievances (366 on 456) have been closed. Among pending com-
plaints, an agreement has been found for 73 but implementation of the solution and/or payment was still 
pending, 59 cases were classified as unfounded, and 17 have not yet been investigated. Most complaints con-
cern: (i) incomplete or bad quality equipment supplied for compensation; ii) damages by sub-contractors; iii) 
impact of construction on watercourses (Carpaneto et al., 2009, 43-44).
According to project records, eight grievances were still pending in October 2011: four filed in 2011; six re-
lated to the construction phase; two waiting for the Prime Minister’s indemnification decree; and three to be 
investigated in October 2011. Tripartite (CPSP/COTCO/NGOs) field visits were conducted in two villages 
(Talla and Mvile) (Carpaneto et al., 2011, 63).

[429] In November 2010, “ECMG held a joint meeting with representatives of two of the NGOs’ associations 
(FOCARFE and RELUFA) participating to the social platform and COTCO. Presently, according to COT-
CO, all original 456 grievances have been closed, and 8 new grievances have been received, while the NGOs 
have a list of 15 grievances still pending and other cases unsatisfactorily solved.” (Carpaneto et al., 2010, 39)

[430] “From February to October 2010, the NGOs participating in the social platform suspended their participa-
tion arguing the following: COTCO refuses to share information on compensated people and compensa-
tions they received; COTCO has a general distrust of communities; delays in closing the issues are excessive-
ly long; and there are cases of COTCO negotiating directly with local authorities and communities bypassing 
the platform.
In November 2010, COTCO and the NGOs met and came to agreement to re-launch the collaboration. 
COTCO accepted to share more information on compensated people but only on a case by case basis (when
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Unlike Cameroon, the claims procedure in Chad was prepared431 but never implement-

ed (Carpaneto et al., 2007, 13). The IFC did not enforce the contractual obligation despite

mounting complaints from local stakeholders and concerns from World Bank staff over the infill

drilling programs (World Bank Independent Evaluation Group, 2009, 88). Also, the repeated

recommendations of the ECMG have remained without effect (Carpaneto et al., 2004, 10).

Esso Chad did nothing to expedite the process either and preferred to deal with complaints in-

ternally. Initially, they were handled in different departments and no clear oversight was available

on the number of claims and how they were processed; later they were all handled by the EMP

office. Closing of grievances is based on internal judgment and is not subject to third party

review (Barclay and Koppert, 2007, 6-32). The local NGOs complain that it has become more

difficult and risky for NGOs to file environmental and social complaints after the World Bank

left.432 

The EMCG reports are the only source of information on the number of complaints;433 data are

available for 2007 onwards. According to this, most complaints seem to be related to damage to

fields, crops and trees resulting from construction and operation;434 the number of complaints is

a grievance is received), in order to respect affected people’s privacy. In addition, COTCO committed to 
write a letter of receipt as soon as any letter of grievance is received and to share all documentation of griev-
ances received and closed in the period between platform meetings.
In the course of 2011, three social platform meetings were held in February, May and August. At the Febru-
ary meeting, three NGOs were present, while subsequently three of the four monitoring NGOs (RELUFA, 
CARFAD and CED) suspended their participation again claiming a lack of trust on the part of COTCO. 
However, the social platform has continued its work of managing and closing grievances with the participa-
tion of CPSP and the NGO, FOCARFE, which continues to attend the social platform and gives regular 
feedback on its activities to the absentees.” (Carpaneto et al., 2011, 63)

[431] At the end of 2004, more than a year after construction was completed, “the ECMG has observed a lack of 
communication between the Consortium and TNSC, particularly with respect to NGOs’ participation in the 
process. The Consortium has prepared the social closure, and has inventoried pending grievances. NGOs 
have started working on the social closure and have provided inputs in the form of a report that was made 
available to the ECMG during the visit.” (Carpaneto et al., 2004, 9) 
Based on this lack of progress, the ECMG recommended to “[c]learly define the objectives of, and partici-
pants in, the process; Prepare eligibility criteria for grievances, and grievance handling and treatment proce-
dures (input from the Cameroonian teams who implemented the social closure is strongly recommended)” 
(Carpaneto et al., 2004, 10).

[432] Interview with CPPL and GRAMT, February 9, 2012, Moundou

[433] Esso Chad did not answer our request for detailed statistics on grievances.

[434] 2007: 312 founded grievances (number of declined grievances not known) (Carpaneto et al., 2009, 45)
2008: 96 founded grievances, 40 grievances (41%) declined (Carpaneto et al., 2009, 45).
March 2011: 300 pending cases; Esso Chad reduced the time to process claims from 60 (2010) to 25 (2011) 
days. Time to settle an unfounded grievance is 45 days (2011) (Carpaneto et al., 2011, 59).
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fluctuating with a peak of 300 pending cases in March 2011; four cases were pending decision of

the court (Carpaneto et al., 2011, 59). Unlike in Cameroon, ECMG did not follow up and visit

former plaintiffs to investigate the quality of the claim settlement.

CNPCIC has no consistent internal mechanisms to handle the compensation process,

let alone a grievance process that involves an independent third party. For example, follow up on

non-payment of compensations is difficult, even when they were agreed. When we asked Math-

ieu Ngarnadgial, chef de village in Diriti, whether they were compensated for the damage caused by

the pipeline construction, he confirmed. “But there are two open issues since 2010,” Mathieu

adds and takes out of his pocket a small dairy where he notes all important events: “One issue is

a field of 247x8 meters and the second a triangular-field where compensation was set to FCFA

48’701 (about USD 1’000); both are not yet paid.” Emmanuel Tolrommadengar Nadjilengar, the

regional representative of CPPN who supports Diriti, adds: “The person in charge at CNPCIC

was replaced and since then we have heard nothing; we wrote a letter but didn’t even get a con-

firmation that the letter was received.”435

In Sudan, filing a claim was the way to get a compensation but no formal grievance pro-

cedure is established as the case of Petrodar illustrates: Elhadi Monsour, a PhD student at UofK

gathered insights into Petrodar’s compensation practice436 during his field work in Melut County,

Upper Nile in October 2010. As an anthropologist, he is interested in the impact of oil extrac-

tion on the livelihood of the local Dinka people. Elhadi found that Petrodar only pays compen-

sation against claims submitted by people and only for damage on land where oil is discovered.

No compensation is paid for exploration-caused damage if no oil is found.437 To file a claim, the

clans organize themselves in a committee; this committee works through a mediator from the

In order to reduce the number (and reasons) of grievances, Esso Chad analyzed the current and historical 
grievances, identified the common causes of the grievances (tree damage and field damage), and worked with
those responsible for causing the damage to reduce the incidence of grievances (Carpaneto et al., 2011, 59).

[435] Interview February 5, 2012, Diriti

[436] Interview November 22, 2010, Khartoum

[437] There are also claims that 600 farms have been taken by Petrodar in the Palouge area since the CPA without 
paying any compensation (Moro, 2009).
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county administration who transmits the claim to the company. In case compensation is paid,

this once again goes through the county and the mediator; each takes a share of money. Accord-

ing to Elhadi’s calculation no more than 60% of the claimed amount finally ends up with the

people who suffered the damage. 

Elkheir Ali Abdallah Osman, who has worked for WNPOC since 2004, summarizes the claims

management of his company. In the beginning, compensations were only paid when claims were

made after damage occurred: 

“The claims were handed in by the Governor of the area, who often also has put ghost

names on the list. The payment went also to the governor for redistribution to the af-

fected people but he took a cut on that. WNPC tried to pay farmers directly but the

governor refused and since WNPOC relies on him for security and for political support

they didn’t want to argue too much with the governor.”438 

In the meantime, the process was changed. The WNPOC CD department does an assessment

before exploration or construction starts and compensation is paid against rates agreed with the

MoP. There is no appeal procedure available except filing a legal complaint with the court, which

is beyond the reach of most villagers.

The frequent incidence of protests, road blocking and seizure of company vehicles illustrate

what happens in the absence of formal consultation and complaints procedures. While such con-

frontation can yield some prompt benefits in certain instances, it does not help to build trust be-

tween host communities and the companies. 

b) Company - government interactions

To understand whether companies are following fair and impartial rules in their interac-

tions with the government, interaction we report our findings regarding three issues: First, con-

tract negotiations and outcome; second, contract execution; third, integrity and transparency. 

[438] Elkheir Ali Abdallah Osman, Civil & Structural Engineer WNPOC, November 24, 2010, Khartoum
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i. Contract arrangement

Our assessment of contract negotiation and resulting arrangements remains patchy

since the contractual arrangements of the contracts in the sample are not available, neither are

the key terms of the contract. This is in contrast to the IMF’s good practice recommendations.439

Only contracts to which the World Bank is party were made public, which does not include the

concession agreement. After intense pressure and lobbying, Chadian civil society organizations

eventually obtained a copy (Rosenblum and Maples, 2009, 18).

In Chad, the negotiation of the concession was supported by the World Bank with

USD 6m “to secure the best legal and financial services from reputable international legal firms,

investment bankers and contracts specialists” (The Inspection Panel, 2002, 68). 

Yet, the terms of the concession favor the consortium and leave Chad with the risks (de Ravi-

gnan, 2000): The contract stipulates a 12.5% royalty and a liberal tax regime440 in which Chad

only begins to earn income taxes on the upstream activities in about 2007/08 according to

World Bank calculations.441 With an estimated reserve of 900 million barrel of oil total revenues

[439] The IFC Guide on Resource Revenue Transparency (International Monetary Fund, 2007, 17) states that 
“[g]ood practice as far as disclosure is concerned would at least include ex post publication of contract 
awards and terms” and mentions neighboring Egypt as a positive example following this practice.

[440] According to Africa Energy Intelligence, “[t]axes will be calculated on ex-field revenues netbacked from fob 
Kribi sales after deduction of transport costs and royalty.” The corporate tax on profits “will be pegged to 
the price of the benchmark Brent and to a ratio worked out by dividing total upstream revenues (revenue 
from production minus royalty) in cumulated terms at the end of each fiscal year from the total exploration 
and development investment, starting from the granting of the original exploration license at the end of the 
1960s. The tax rate will vary according to whether the ratio is under 1.75%, higher but still under 2.50%, or 
equal or higher than 2.50%. The fiscal scale pegged to Brent, in 1995 dollars, varies in $1 per barrel tranches 
between $18 and $22 per barrel, the corresponding tax rate being a minimum of 45% and a maximum of 
65% in keeping with the revenue/costs ratio. Below $18/bl the tax can fall under 40% Above $22 it will be a
minimum of 60%. […] Elsewhere, members of the consortium can deduct any losses in a tax year for up to 
six consecutive years and even longer on a temporary basis if the average price of Brent falls to under $14 in 
the first six years of operation, thus from the year 2000. And above all they can deduct from their taxable 
profits an ‘investment credit’ amounting to 38% of the sum they spent on developing the fields, and this 
each year until the deduction reaches a maximum of $600 million. […] The consortium has also been exon-
erated from an entire range of taxes and indirect duties on imports, vehicles, insurance and the like. The 
waivers are also valid for all sub-contractors taking part in the project. More importantly, a tax rebate of 30%
will be allowed on revenue paid to expatriates in 1997 and this will rise to 40% next year and 50% in 1999 
before being repealed in 2006. This tax break will concern all expatriate staff who spend no more than 183 
days per year in the country; that means almost all foreigners in view or usual industry practice. A similar re-
bate (of 35%) will be offered the staff of building companies and other sub-contractors until Chad begins 
selling its oil.” (Africa Energy Intelligence, 1997; see also: de Ravignan, 2000)

[441] For this reason, the World Bank did not include the tax revenues into the revenue management arrangement.
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for Chad were calculated to amount to USD 1.7bn over the expected 25-year lifespan of the

project or USD 1.9 per barrel. 

While these terms are attractive for the consortium, Chad’s subsoil assets are being de-

pleted and the contribution to development is minimal, even with the optimal allocation of the

oil revenues (International Advisory Group, 2009, 20). The World Bank called the outcome

“reasonable” (The Inspection Panel, 2002, 70). This is not a surprise since it is consistent with

the Bank’s neo-liberal FDI-oriented development approach (see chapter III.1): The tax regime

was designed to attract investors and the royalties were kept as low as possible since this is a per-

manent cost to the company. This setup gives minimal guaranteed income to Chad (royalties)

and the tax regime shifts the project risk to the country. The tax regime was so liberal (for details

see footnote 440) that Chad has won full marks in a 5-grade-rating in the annual evaluation of

the exploration and production fiscal systems in 159 countries. Africa Energy Intelligence even

proposed to award an extra 6th star because the regime was without precedent (Africa Energy In-

telligence, 1997). 

Financial experts within the government of Chad were not pleased with the arrangement (Africa

Energy Intelligence, 1997) and the World Bank’s Inspection Panel442 – was “concerned about the

adequacy of the allocation of revenues to Chad” (The Inspection Panel, 2002, 70). 

It only channeled the royalties into the escrow account and eventual tax income went directly to the govern-
ment (for details see chapter VII.2.3).

[442] The Inspection Panel is intended to be an instrument by which groups of two or more citizens who believe 
that they or their interests have been or could be harmed by Bank-financed activities can present their con-
cerns through a Request for Inspection. The Panel thus provides a link between the Bank’s highest gov-
erning body (the Board) and the people who are likely to be affected by the projects it finances.
The Request for Inspection of the Chad-Cameroon-Pipeline arrangement was submitted on March 22, 2001 
by Mr. Ngarlejy Yorongar, a Member of Parliament in Chad’s National Assembly and an active opposition 
leader, who was acting for himself and on behalf of more than 100 residents in the vicinity of three fields of 
the Pipeline Project area. The requesters alleged that the Pipeline Project constituted a threat to local com-
munities, their cultural property and the environment and that people in the oil field region were being 
harmed, or were likely to be harmed, because of the absence, or inadequacy, of environmental assessment 
and compensation; and that proper consultation with and disclosure of information to the local communities
had not taken place.
The Panel investigated possible violations of the respective Bank policies and procedures for Environmental 
Assessment (OD 4.01), Involuntary Resettlement (OD 4.30), Natural Habitats (OP/BP 4.04), Pest Manage-
ment (OP 4.09), Poverty Reduction (OD 4.15), Indigenous peoples (OD 4.20), Forestry (OP 4.36), Dis-
closure of Operational Information (BP 17.50), Economic Evaluation of Investment Operations (OP 10.04),
Project Monitoring and Evaluation (OD 10.70), Project Supervision (OD 13.05), and Management of Cul-
tural Property in Bank financed Projects (OPN 11.03).
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In 2004, Chad was granted another USD 1.6m grant from the International Development Asso-

ciation’s Petroleum Sector Capacity Building Project to pay for legal counsel and negotiation

support for the renewal of the 1988 contract.443 It resulted in a 2% increase on royalties for each

barrel sold from new fields (Massey and May, 2005, 254). Later, royalties were adjusted to 17.5

and then to 19.5%. As figure 27 illustrates, this does not reflect real oil price development. 

Figure 27: Development of the Esso Chad royalty regime versus world oil prices (source: author; Oil prices from BP statistical review)

In sum, Esso Chad has negotiated successfully. It was willingly supported by World

Bank experts, which share the neo-liberal view that attracting FDI is paramount and resource ex-

[443] In 1988 a Convention Agreement was signed between the government of Chad and the consortium, granting
exploration rights until early 2004 and providing a 30-year concession to develop the oilfields in Doba, 
produce and market the crude. ! The renewal was about exploration rights and concession for new oil fields 
only.
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traction should be treated as any other industrial activity. The distribution of risks discriminates

against Chad and protects the investors: the tax regime largely cushions the company from unex-

pected higher operational costs and and from the price volatility risk. The only reason that Chad

has nevertheless benefitted from a windfall and has received more than 250% of the revenues

calculated for 25 years in the first five years alone, is due to the unexpected rise in oil prices. By

coincidence, they started to skyrocket when production came on stream. It was good luck for

Chad but does not make the deal a better one.

In Sudan, CNPC had a strong negotiating position after Chevron pulled out and other

big companies shunned the country. According to Bassam Fattouh, cost oil is set at 40% and

profit oil is shared on the basis of 20/80. A company’s total take (cost oil plus profit oil) is 27%

of gross revenues, which he comments as being “quite attractive and comparable to other small

oil producers such as Egypt and Yemen” (Fattouh, 2010, 1126). Tax arrangements, local content

provisions, and other regulations are absent, except the Sudanization clause. 

In Ariab, the government has a 56% majority ownership. Dominique Delorme, Presi-

dent and CEO of La Mancha, the Areva subsidiary holding the Ariab shares, and Jean-Pierre

Sierak, the deputy director of Ariab emphasized that Areva is lobbying for foreign majority hold-

ing.444 According to Yousif Al-Sammani, General Director of the Geological Research Authority

of Sudan,445 the government plans to reduce state ownership in mining companies to similar lev-

els as in oil companies, where it is between 5 and 10 percent.

ii. Contract implementation and regulation

The regulator in Chad is more or less non-existent (chapter VII.2.3). In Sudan the regu-

lator (chapter VIII.2.1) does exist but is weak, depends on company logistics to access produc-

tion areas, and does not have the capacity to independently verify company data. 

[444] Interview Dominique Delorme, CEO La Mancha; May 30, 2011, Paris; interview Jean Pierre Sierak, Deputy 
Director Ariab Mining, Khartoum, June 5, 2011

[445] Interview Dr. Yousif Al-Sammani, General Director Geological Research Authority, June 8, 2011, Khartoum
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Esso Chad illustrates the importance of a monitoring body to compensate at least to

some extent for the absence of the regulator. The WB has paid for an External Compliance

Monitoring Group (ECMG) comprising technical, environmental and social experts. The

ECMG visited operations semi-annually during construction and annually after production start-

ed in 2003. 

The eighteen reports produced between 2000 and 2011 offer interesting insights into the func-

tioning of the mechanism: a) It seems that ECMG has good access to information; the group

also meets from time to time with stakeholders including host communities and local NGOs; b)

the ECMG has no regulatory powers (i.e. right to issue directives and impose fines for non-com-

pliance), it only can identify issues where the company does not meet the terms of the EMP; c)

the ECMG has identified many deficits and situations where operations were not compliant with

the EMP. It is safe to say that without ECMG many issues would not have been discovered and

the company would have paid even less attention to environmental and social issues; d) many of

ECMG’s recommendations have led to improvements in environmental and social performance

over time. Yet, the lack of a systematic follow-up on the recommendations446 makes it difficult to

assess the effect of the ECMG in detail; e) the lowest number of complaints was raised in the

area of occupational health and safety. This is consistent with what companies reported about

the measures taken; f) where the EMCG raises issues that need a more comprehensive approach

than provided for by the EMP, the company declines any action beyond the terms of the EMP,

e.g. to mitigate the impact of the infill drilling program effectively (see chapter VII.2.3.c). This is

legitimate from a formal point of view but does not reflect changing conditions. The presence of

a strong regulator would have the necessary clout to revise and enforce arrangements according

to changing conditions.

[446] Only some reports have included a follow-up table.

 293



The engagement of the World Bank through the ECMG has yielded results and established a

certain level of regulation. Although it cannot replace effective host-government regulation, it

has improved the situation.

iii. Transparency and corruption

In Sudan, transparency is notoriously weak in the oil sector, particularly due to the role

oil plays in the North-South dispute. The CPA Wealth Sharing Agreement stipulated disclosure

of production and revenue figures. Global Witness has compared production figures published

by the government with those published by companies and found that figures provided by the

companies were in all cases higher (Global Witness, 2009a; 2011), except for PetroEnergy, which

is not affected by the CPA revenue sharing deal.

When South Sudan shut down oil production to increase pressure on Sudan in the row

over transport fees with the Khartoum government in February 2012, it discovered that Petrodar

has 200 more wells than the 400 reported and is producing 270’000 bpd instead of 230’000 bpd

as declared (Sudan Tribune, 2012e). This represents a 17% loss of revenue for the Juba govern-

ment from its biggest producing field. The South accuses Khartoum of downplaying oil output

in negotiations to sell the difference, and Juba accuses Petrodar of complicity (International Cri-

sis Group, 2012a). Similar underreporting was found in Unity State: 50 wells were found that

were not on the records (Holland and Laessing, 2012).

The same companies that engage in underreporting in Sudan participate in EITI

arrangements in other countries: CNPC in Azerbaijan, Iraq, Kazakhstan, Mauritania, Mongolia,

Niger, Nigeria, Peru; Petronas in East Timor, Cameroon, Gabon, Iraq, Mauritania, Nigeria, Yemen,

and the Indian ONGC in Nigeria.447 

In Chad, transparency does not exist beyond that which the WB arrangement had in-

troduced. The set up of the national oil company Société des Hydrocarbures du Tchad (SHT) in 2006

[447] Countries in italics means that these countries are EITI-compliant countries; the others are candidate coun-
tries according to the EITI website www.eiti.org (as of January 19, 2013)
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was headed by Khazali Acyl Ahmat. Ahmat, the brother of Idriss Déby’s second wife (Africa In-

telligence, 2010) caused some anxiety that SHT could “turn into yet another institution in which

corruption is rife, control is exerted by the national elite which uses it for patronage and clien-

telism and they become states-within-states” (Frank and Guesnet, 2009, 52). Some see this al-

ready underway: In 2009, Chad negotiated with Esso to directly market its 44’000 bpd share of

oil extracted from the Doba field.448 

Chad has recently joined the EITI and is expected to become a EITI-compliant country in May

2013. Although it is important that the country receives all revenues it is entitled to, it does not

guarantee a better management of the revenues or prompt the government to discharge its

human right obligations. EITI membership carries the risk of improving Chad’s international

standing without there being improvements on the ground (see page 127).

The findings in Chad and Sudan mirror the results of a study about the country-level

disclosure of oil and gas companies. The study evaluates 31 companies based on their reporting

of financial data, transfers to governments and operating data on a country-by-country basis. All

companies apply higher disclosure standards for home operations than for international opera-

tions. The average rating for disclosure of international operations is 16% (where 100% would

mean full disclosure). Exxon, CNPC and Petronas received ratings of 10%, 1%, and 0% respec-

tively (Kowalczyk-Hoyer, 2011).

c) Promotion of impartiality of public institutions

A company impacts the impartiality of public institutions mainly through its relation-

ship with the security forces protecting oil installations and through its interaction with the local

administration. Beyond this, a company can voluntarily promote the capacity of order institu-

[448] It took three years before Chad effectively could start selling the government share in summer 2012. On sev-
eral occasions when everything seemed ready for N’Djamena to take over sales from Exxon, the American 
company raised legal or administrative obstacles to continue marketing the state’s share. The group’s reluc-
tance can be explained by the fact that up to now Exxon has been the lone seller of Doba Blend. The arrival 
of Chas as second seller will lower the price (Africa Energy Intelligence, 2012).
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tions (e.g. by providing training to local courts, judges and police, capacity building for ‘street-

level’ administration) or support citizens in dealing with the juridical system (courts, police).

i. Companies’ security relationships

In Sudan, the military forces deployed to the oilfield areas used violence against the

population and committed human rights abuses. Chevron not only sided with the Northern gov-

ernment when Nimeiri sought to control oil development but the company was also said to pro-

vide financial support to the government to hire Arab nomads to secure the oil areas.449 

During the second civil war, government soldiers and local militias (in changing compositions

and alliances) have systematically cleared oilfield areas of the local population, mainly using the

windows between outgoing and incoming oil companies Moro, 2009. 

Soldiers have escorted employees in the GNPOC and Petrodar concession areas. A former local

employee of a Chinese company who worked from 2000-2003 in the Petrodar concession area: 

“After we [workers and army escorts] reached the place of work, the government sol-

diers and security fanned out into the bush such that the workers were encircled. The

soldiers went into the bush in trucks mounted with big guns and attacked villages.

Many civilians were often captured in these operations and brought to the muaskar

[army base]. They were called qawarid [rebels]. Some of them were taken away to un-

known places. Even small children were taken from Adar Yel.” Moro, 2009, 16

A Southern geologist who worked in 2000 in the concession area of GNPOC described the evic-

tion of the local population from Heglig: 

“I was based at a Chinese camp in Heglig, which was located close to the main camp of

Talisman. We (workers of the Chinese company) were guarded by Sudanese soldiers all

the time. Every time we went to the field to conduct exploration activities, the soldiers

went ahead and shot into the bush with big guns to cause the natives to flee. Then the

soldiers informed the Chinese that it was safe. We moved into the area and did the re-

quired work. In some places, we found deserted villages and burnt houses. Also, we

[449] Similarly, the company sided with the government in the dispute over the location of the refinery which the 
Southerners wanted to see in Bentiu to promote development; Chevron supported the Nimeri regime’s at-
tempt to build it in Kosti. 
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found human bodies in the exploration area and dead elephants. The Chinese behaved

like mercenaries, and never cared for the well-being of local people.” Moro, 2009, 14

After the CPA, there is still no separation between the military and the company: Personnel from

the military, intelligence and police run the company’s security department and are paid for by

the company. In GNPOC and Petrodar, the security department also runs the community devel-

opment unit (while WNPOC has separated the CD department from security). Fadil Nair

Ahmed, GNPOC section head community development, was appointed to this position by the

Sudanese Armed Forces (SAF) a few month before we met in his office on the 5th floor of the

GNPOC tower: “All the people in the security department are from the police or military. I have

been a military man for 26 years. I have worked in the external security department for the Min-

istry of Foreign Affairs in Uganda, Chad, and other countries. My last position was in East Equa-

toria State [in South Sudan] and now I have been appointed to GNPOC.”450 

CNCP also engages armed private Chinese security contractors. In January 2012, the

Sudanese military together with a dozen armed Chinese private security contractors have jointly

rescued Chinese hostages in Sudan (Spegele et al., 2012; Erickson and Collins, 2012).

In Ariab, the integration of security forces into the company is also reported to be close

but we could not get independent verification. A Beja and former police officer even claimed

that some of the workers are informants for the police: “You never know what kind of person is

working next to you.”451 

In Chad, security is organized differently. Oil companies hire unarmed security compa-

nies to protect the installations while a special gendarmerie unit is responsible for the security in

the oilfield areas and supports the unarmed guards if required. In the the Doba area, movement

during the night is restricted for people living in villages close to the installations (the so called

villages enclavés) and enforced by the special gendarmerie.

[450] Interview June 16, 2012, Khartoum

[451] Interview June 18, 2011, Port Sudan
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The gendarmerie deployed to the Doba area has a particularly bad track record. Com-

plaints are paramount that security forces harass people, extort money from recently compensat-

ed individuals, and indiscriminately use violence against local people. It was a recurrent topic in

our interviews and happened two days before our visit to the oilfield area: The gendarmerie shot

a young men dead near Bébédjia allegedly over an attempted theft. This was not the first incident

and nobody we met believes this version. It had been proved wrong in similar cases before. 

The ECMG attended meetings in Dildo and Dokaidilti in 2011 where the local population com-

plained to Esso Chad about the behavior of the gendarmerie: “During the meetings, communi-

ties again raised complaints about alleged abuses by local gendarmerie against local people. These

abuses are considered by the population to be connected with the Project presence and more

specifically with the thefts of Project material” (Carpaneto et al., 2011, 59). 441 thefts were re-

ported from December 2010 to August 2011, mainly fence wire and transformer oil stolen from

well pads. The community asked to be more involved in the security system, “to better prevent

thefts and avoid being suspected and abused by gendarmerie” (Carpaneto et al., 2011, 58).

When challenged, Esso representatives stress their “limited or no control over the gendarmerie’s

behavior” (Carpaneto et al., 2011, 59) At the same time, Esso Chad pays a top-up to increase the

gendarmes’ meager salaries452 which obviously does not prevent them from harassing the

population. 

Security forces have little to fear: “Impunity, including for members of the security forces and

senior government officials across the country, is endemic” and the “chronic lack of legal exper-

tise […] undermines the application of justice and limits the access of most defendants to legal

counsel” (United Kingdom Foreign & Commonwealth Office, 2011, 151). The company stands

back and continues to pay a top-up to the gendarmerie.

The behavior of Esso Chad contrasts with the participation of ExxonMobil and

Chevron in the Voluntary Principles of Security and Human Rights. The initiative defines best

[452] Gendarmes deployed to the Ronier field don’t get co-payments from CNPCIC
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practice in dealing with security issues.453 According to the Voluntary Principles, the company

commits itself to: a) Hold structured meetings with public security on a regular basis and use

their influence to ensure that force is used only when strictly necessary and to an extent propor-

tional to the threat; b) record and report any credible allegations of human rights abuses by pub-

lic security in their areas of operation, urge investigation, actively monitor the status of investiga-

tions, and press for their proper resolution; c) support efforts to provide human rights training

and education for public security as well as efforts to strengthen state institutions to ensure ac-

countability and respect for human rights. 

Esso Chad does not honor any of the above commitments. The only step it has taken

in more than ten years is that the company helped to “start a process to form a committee, at the

regional level, headed by the archbishop and including all relevant stakeholders (authorities, but

also other projects), to discuss this and other general issues and to work to find solutions”

(Carpaneto et al., 2011, 59). This comes far too late, is vague and falls short by far of the compa-

ny’s self-commitment. 

[453] Voluntary Principles for Security and Human Rights (full text: www.voluntaryprinciples.org)

Deployment and Conduct: […] Companies should use their influence to promote the following principles with 
public security: (a) individuals credibly implicated in human rights abuses should not provide security services
for Companies; (b) force should be used only when strictly necessary and to an extent proportional to the 
threat; and (c) the rights of individuals should not be violated while exercising the right to exercise freedom 
of association and peaceful assembly, the right to engage in collective bargaining, or other related rights of 
Company employees as recognized by the Universal Declaration of Human Rights and the ILO Declaration 
on Fundamental Principles and Rights at Work. […]
Consultation and Advice: Companies should hold structured meetings with public security on a regular basis to 
discuss security, human rights and related work-place safety issues. Companies should also consult regularly 
with other Companies, host and home governments, and civil society to discuss security and human rights. 
[…]
In their consultations with host governments, Companies should take all appropriate measures to promote 
observance of applicable international law enforcement principles […]
Companies should support efforts by governments, civil society and multilateral institutions to provide 
human rights training and education for public security as well as their efforts to strengthen state institutions 
to ensure accountability and respect for human rights. […]
Responses to Human Rights Abuses: Companies should record and report any credible allegations of human 
rights abuses by public security in their areas of operation to appropriate host government authorities. Where
appropriate, Companies should urge investigation and that action be taken to prevent any recurrence.
Companies should actively monitor the status of investigations and press for their proper resolution. […]
Every effort should be made to ensure that information used as the basis for allegations of human rights 
abuses is credible and based on reliable evidence. The security and safety of sources should be protected. Ad-
ditional or more accurate information that may alter previous allegations should be made available as appro-
priate to concerned parties.
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ii. Promotion of local administration

We observed three ways of (non-)interaction between local administration extractive

companies: First, companies sideline local governments. For CNPCIC we have reported that the

company systematically ignores local authorities and deals with the central government only. The

IAG observed that, over the years, Esso Chad has demonstrated a “greater openness to the local

authorities’ need to be recognized (governors, prefects and sub-prefects)” (International Adviso-

ry Group, 2009, 30). The wording of the IAG avoids talking about ‘cooperation’ with local au-

thorities. In Ariab, we observed that people feel not represented by the local authorities. Second,

WNPOC and GNPOC depend on good relations with the state governors and the commission-

ers454 of the oil producing areas because of their mobilization power to rally the local population

behind them. Third, local authorities (confirmed for the CNPCIC, Petrodar and WNPOC area)

misuse their position to enrich themselves, e.g. from compensation payments. In no instance has

the company engaged to prevent misconduct.

Corporate behavior in all three situations undermines the impartiality and integrity of street-level

administration and is not compliant with the obligation not to undermine the capacity of public

institutions to discharge their responsibilities. 

iii. Support of the order system

To strengthen public institutions and particularly the legal system a company can engage

in three different types of activities: First, it can persistently follow up cases where security per-

sonnel have abused their position, in order to prevent the guilty getting away with impunity. This

is particularly important where the abuse was related to corporate activities. Second, provide

human rights training and education for military, police and judicial personnel. Third, provide

legal assistance to people to gain access to the courts and support them in dealing with the judi-

[454] The commissioner heads a county. In Unity State, for example, nine counties form the state which is gov-
erned by the elected governor while the commissioners are appointed by the governor.
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cial system. 

In our research sample, none of the companies had been engaged in the most important

issues and followed up cases of misuse that were related to their operations. And none of the

companies had made any attempt to support the judicial sector (e.g. offering human rights train-

ing for security personnel) or legal assistance to citizens. In the case of Chad, the support of the

legal system could for example take the form of a cooperation with Prajust, an ongoing EU ini-

tiative to improve the justice sector.455 It could also take the form of supporting one of the

NGOs active in this field, for example the Association pour la promotion des libertés fondamentales au

Tchad (APLFT). APLFT provides judicial assistance to the population across the country in over

93 cliniques juridiques where they inform local people about their rights and support them with

handling legal procedures.456 

We sent written questions to Esso Chad to gain some insights into the company’s posi-

tion regarding the Voluntary Principles, the behavior of security forces, and the quality and per-

formance of judicial street-level institutions. The answer is still outstanding. 

In the meantime, problems relating to the legal system increasingly gaining a new dimension in

the Doba oilfield area. The fast growing use of land for the infill drilling program, through in-mi-

gration and population growth, together with the growing number of herders in the area has in-

creased the number of conflicts between farmers and herders over land use. “This trend will

continue and land will be the biggest challenge in the future,” is how Urban Moyombaye assesses

the situation. What makes it worse: “Military personnel and administration staff also own large

cattle herds. They support the herders and cannot mediate conflicts between herders and

pastoralists. Oil production is one of the key drivers that increase pressure on land.”457 

[455] Prajust is a major EU initiative running from 2009 to 2013 and which seeks to improve the justice sector in 
Chad by the training of police, penitentiary administration and judges, the setting up of scientific and techni-
cal police departments and improving infrastructure. It also promotes judicial reform and amends legislation 
in line with Chad’s international human rights commitments.

[456] This does not include hiring lawyers and defending people before court (Interview Marie Lassem, Secretary 
General APLFT, February 1, 2012, N’djamena)

[457] Interview February 9, 2012, Bébédja 
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In Sudan, the behavior of the companies is no different. There is no engagement by the

companies whatsoever to strengthen the judicial system or assist individuals in dealing with the

justice sector, and not after the CPA either. South Sudan, where most of the oil activities are lo-

cated, faces major challenges ing building a public security and justice sector, mediating between

clans and transforming the former guerrillas into police officers and soldiers.

VIII.4.2.4.Collective action

Collective action includes the activities of voluntary associations of citizens for the pur-

pose of self-help, the tradition of civil society associations or interest groups participating in the

political discourse to mediate between society and the political system, and the existence, diversi-

ty and freedom of media, which exerts an enabling effect on civil society organization and civic

engagement.

We report our observations on three aspects in order to understand whether companies

foster or hinder collective action: First, how do companies deal with stakeholders from civil soci-

ety working on the social, environmental and economic impact of resource extraction? Does the

company appreciate civic engagement, engage in a constructive dialogue, take people’s concerns

seriously and consider their input? Second, do companies voluntarily promote collective action

by supporting the capacity and resources of civil society, which are generally low in those coun-

tries? Finally, how do companies interact with media representatives working on extractive is-

sues? Do companies voluntarily engage in supporting the diversity, professionalism and indepen-

dence of media? 

a) Companies’ interaction with stakeholders

In Sudan, civil society organizations working on the oil sector are mainly international

NGOs focusing on oil issues in the context of the North-South conflict. The most active are: a)
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The European Coalition on Oil in Sudan (ECOS) with several studies on the role of oil compa-

nies in the conflict, on the impact on the local population, and on compensation for damage

caused during the war; b) Global Witness focuses on oil revenue-sharing; c) Sign of Hope is a

German NGO that recently started campaigning against WNPOC about allegedly contaminated

drinking water. 

Five years after the CPA, these organizations still have their network of informants and local ac-

tivists on the ground but they have not invested in building local NGO capacity in the South.

We found a few very small NGOs like the Sudan Oil Human Security Initiative (SOHSI)

working on human rights and oil. They act mostly as one-person-initiatives, started by South Su-

danese living outside the country most of the time; activities are sporadic depending on donor

funding for a project.

In North Sudan, civil society today is weak and lacks independence.458 A number of NGOs look

at oil extraction from different perspectives in the context of their work. The Sudanese Environ-

ment Conservation Society (SECS) has an ‘oil policy group’; its members are environmental sci-

entists and several of them were involved in environmental impact assessment studies for oil

projects. Other NGOs like Justice Africa Sudan or the National Civic Forum are active in

human rights issues, peace building and democracy. In Port Sudan, we met local civil society

organizations, e.g. SECS-RSS, an activist splinter group of SECS459 and the Abu Hadia Society

for Women and Community Development. 

None of the extractive firms in Sudan maintains any structured contact with NGOs and we have

not seen any attempt by companies to establish a dialogue; both sides regard each other with sus-

picion and the rare encounters seem to be triggered by NGO activism (e.g. a seminar in August

[458] Civil society in Sudan was strong in the 1980s but was weakened through the lack of resources after the 
Bashir regime isolated the country, started to set up government-controlled NGOs, and corrupted and un-
dermined many of the existing ones. What remained were weak organizations tightly controlled by the Hu-
manitarian Affairs Commission (HAC). Driven by the need for funding, the NGOs don’t focus on strategic 
topics but work on what they get money for. A large number of social interests remain unrepresented. 
Interview Hassan Abdel Ati, National Civic Forum, November 29, 2012, Khartoum

[459] SECS-RSS is a more radical splinter group of SECS around environmental activist Taha Eltahir Bedawi.
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2010 organized by the Khartoum Government and attended by CNPC and Global Witness after

the publication of the Global Witness report on oil revenue transparency; the WNPOC - Sign of

Hope meeting) rather than by trying to establish a constructive dialogue. 

On first sight, the situation in Chad looks very different. According to Bambé Naygo-

timti460 from the Centre d’étude et de formation pour le development (CEFOD) there are about thirty

NGOs working on oil in N’djamena and about ten in Moundou. 

Despite the high number of specialized NGOs, the engagement of Esso Chad with civil society

has always been minimal and has never developed into a formalized exchange of information,

discussion or cooperation. The company has never acknowledged it as a legitimate stakeholder

although such cooperation was planned, among other things, in the framework of consultation

or in the grievance resolution procedure. 

The proliferation of local NGOs working on oil issues is a result of WB emphasis on

consultation and civil society participation which also included funding for civil society capacity

building. But “the NGO capacity today is weaker than it was before 2005” states Bambé and

several of our interlocutors shared this assessment. 

Bambé observed that the professionalization of the NGOs, which is characterized by the arrival

of paid employees and donor funding, has changed incentives and priorities. NGOs design their

program and activities to get access to funding opportunities and to position the institution in-

stead of representing genuine local interests. In other cases, “the NGOs became mainly the per-

sonal platform of their leaders,” observed Bambé. With the WB exit, NGOs lost their protective

mantle and the exposure by the Bank, which was important in reaching an international audience

and putting pressure. We encountered a sense of desperation on the part of NGOs over the loss

of impact. As discussed in the theory section (see page 57), the dependence on Western donors

does not necessarily result in genuine representation and in promoting the local grassroots. And

in the absence of institutionalized mechanisms for NGOs to intervene, their impact is limited.

[460] Interview February 3, 2012, N’djamena
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b) Promotion of civil society

None of the companies supports civil society and its participation in the public dis-

course. The support of Esso Chad for self-help women cooperatives in the oil area is a means to

promote local business and is not intended to promote NGOs representing social interests.

It comes as no surprise, given that none of the companies voluntarily supports civil so-

ciety, none of them maintains a formal relationship with any NGO working on oil issues. Be-

sides, the INOCs in our sample don’t have a tradition of civil society, public policy discourse or

political plurality in their home countries either.

c) Support independent media

The volatile status of press liberty in both countries leads to few independent media

and low levels of professional journalism.461 None of the companies supports professional

journalism, neither in the way how they interact with media requests nor through any other sup-

port to the media sector. 

In Sudan where censorship and intimidation are ongoing, the heavy involvement of the

government in extractive companies prevents any kind of support to promote a more pluralistic

media landscape. 

In Chad, where press freedom has been restricted over extended periods (the last time was in the

aftermath of the 2008 rebel attacks), the opening of a Maison de la presse in 2011 with infrastruc-

ture and web access for private journalists marks a more open climate for press freedom. Yet,

journalists still face limitations and personal intimidation, particularly related to topics that are

perceived as opposing the political system.462 In October 2012, Michele Russo, Bishop of Doba,

one of our interviewees and an oil activist against the “mismanagement of the natural wealth for

[461] For a detailed analysis of the media sector (status of free speech, professionalism of journalism, plurality of 
news sources, business management, and supporting institutions), see: IREX, 2010. 

[462] Blaise Djiadoum, a journalist working for Radio FM Liberté, a station with close links to NGOs, has experi-
enced this several times personally. Interview February 3, 2012, N’djamena
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decades by human greed”, was expelled from the country because of a sermon delivered and

broadcast by a private radio station. He was eventually readmitted in January 2013 (AFP, 2012;

Agenzia Fides, 2013).

VIII.4.3. Conclusions

The most relevant vector through which companies influence social capital is through

activities related to their business operations: The way they observe and promote equality, proce-

dural fairness and integrity in their interactions with employees, host communities, local authori-

ties, security services, the government and other stakeholders. We have identified this as part of

corporate responsibility. 

Our assessment found little sensitivity in the attitude of companies. At best, they look at it from

a formal perspective and follow a defined procedure, e.g. the correct processing of compensation

payments without questioning context and side effects. There is no justification for a positive

score.

The impact companies have on social capital seems to be a topic that is off the radar as far as any

of the corporate managers in our research sample are concerned. It seems that they have proba-

bly never even thought about this. In this regard, social capital is different from the other types

of capital. Our findings call for awareness raising and education among corporate managers, a

better understanding of how corporate operations relate to broader issues of social capital and

institution building.

With this assessment, it is no surprise that none of the companies voluntarily engages in initia-

tives to promote equality, strengthen impartiality of administrative institutions, or promote civic

action. In addition to representing a voluntary engagement, it is also questionable whether such

an engagement would not be offset by the negative performance of the company in its core

activities. 
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VIII.5. Synthesis

a) Data processing and results

We have reported on data collection in chapter VIII. Based on the information gath-

ered we have rated all observable variables of the sample companies by following the assessment

guidelines described in annex II. The detailed scoring is reported in annex III, table 19. We have

further allocated each OV as either related to explicit corporate responsibility or related to the

realm of voluntary CSR engagement. According to the criteria applied, explicit responsibility aris-

es from the impact of corporate activities. Explicit responsibility can also arise based on the

leverage of a company in situations where the state as primary duty bearer does not discharge its

human rights responsibilities. The criteria are discussed in detail in chapter III.5 and V.4.2; the

context-specific considerations applied are reported in the introductory sections of chapter VIII

for each type of capital. The resulting allocation of each OV as mandatory or voluntary is report-

ed in annex III, table 19. 

Next, we have processed the scoring values according to the methodology described in chapter

V.5 in order to calculate the impact trend of corporate performance on capital accumulation. We

have performed three rounds of calculations (figure 28 to 30). Each calculation differs in the way

the OVs enter the calculation, depending on whether they are related to explicit responsibilities

or to voluntary CSR engagement. 

The results of each calculation are presented on a ‘heat map’: The numeric values for the direc-

tion in which the company influences each stock component are represented with a color code,

indicating a negative, neutral or positive trend: Red stands for for -2 (clearly depleting), orange

for -1 (rather depleting), yellow for 0 (neutral), light green for +1 (rather accumulating), dark

green for +2 (clearly accumulating). 
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Figure 28: Impact of corporate responsibility performance on capital portfolio (mandatory OVs only) (source: author)
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Figure 29: Impact of corporate responsibility performance on capital portfolio (all OVs) (source: author)
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Figure 30: Impact of corporate responsibility performance on capital portfolio (weighted OVs) (source: author)

In the first calculation (figure 28) we have included only those 36 OVs for which in our judg-

ment companies have an explicit responsibility. In the second calculation (figure 29) we have in-

cluded all 61 OVs, the 36 related to explicit responsibility plus the 25 related to voluntary CSR

engagement. The ‘heat maps’ for both scenarios show the same pattern: Performance is best in

human capital, particularly education, with a predominantly neutral to positive trend. Perfor-

mance is weakest in social capital with a consistently negative trend, followed by the impact on

environmental capital, with some neutral elements in the predominantly negative trend. 

What stands out is that the trends are more explicit in the first calculation when we only look at

the mandatory OVs and the trends are ‘softened’ when we include the voluntary OVs as well.

This effect does not result from a compelling performance in the voluntary OVs but from the

metrics applied as described in the assessment guidelines. The logic is as follows: Voluntary OVs

in most cases get a neutral rating for non-engagement and not a negative rating because it does

not have a negative effect on capital accumulation (except when a company would e.g. actively

prevent access to water for certain groups or undermines the associational activities of groups
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not related to corporate activities). In contrast, not exercising explicit responsibility typically re-

ceives a negative rating i.e. has a negative impact on the respective capital stock. The reason for

this is that mandatory OVs typically relate to corporate activities and hence not observing re-

sponsibility has a negative impact. For example, when a company does not engage in supporting

associational activities, the effect is neutral since this does not increase nor deplete the capital

stock while not engaging with stakeholders depletes the capital stock. Stakeholders have the le-

gitimate expectation and the right to be heard; declining this right undermines trust in the

institution. 

In the third calculation (figure 30) we have again included all OVs but with a double weighting

for the mandatory OVs. This results in marginal changes only (i.e. it does not reverse a trend)

and only for the forest stock component. The effect of the different weightings is largely ab-

sorbed in our model by the rescaling of data from the processing step in the aggregation of flow

indicators to the impact on stock components.

b) Uncertainties

Our model relies on a subjective judgment for each OV based on information gathered

during desk research and field work. This involves different levels of comfort for the rating. Our

model accounts for this by establishing trends only. However, some degree of uncertainty about

our inferences remains, particularly in those areas where the lack of hard data cannot be fully re-

placed by other techniques to increase data quality (see chapter V.4 and VI.3 - VI.5). This holds

for natural capital, particularly in the areas of recovery rate, CO2 emissions, air pollution, water

abstraction and water quality. In those areas, it is difficult to establish evidence without hard data

from monitoring measurements. It is less the case for deforestation and habitat destruction

where visual observation makes it accessible for evaluation through external people; for defor-

estation and habitat destruction we also obtained reasonable data on deforestation. 

Some uncertainty also applies to economic equality, particularly the levels of indirect

and induced employment. Although we have confidence in our inference that companies don’t
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exercise maximum efforts to increase local content and the number of local suppliers, we don’t

have clear enough information about the extent of local content. The information required to

calculate local content in the extractive sector (e.g. ICMM et al., 2008, 34-37) requires the co-

operation of extractive companies and business associations. 

Another issue we have to account for are the socio-cultural and environmental variables

at the level of extractive operations. We controlled bias at the country level by selecting Sudan

and Chad. During field work we found different local contexts at the project level as well. For

example: Ariab is working in a desert area with extreme water scarcity, very low population den-

sity and no forests while Esso Chad is working in a densely populated agricultural area. Sudan

does not have the phenomenon of migrant workers while in Chad, the influx of migrant workers

and with them the social tensions, pressure on land, and spread of prostitution, HIV/AIDS and

STDs pose major challenges. 

The question is whether these are omitted variables that introduce a systematic bias in certain

values. Different environmental and socio-cultural conditions do not change the responsibility of

a company. They change the risk profile of a company and the extent of efforts that may be re-

quired to discharge corporate responsibility. For this reason, corporate behavior can still have a

positive or negative impact and hence receives a positive or negative rating. Also, in an ordinary

data scale the difference between two data points is not linear which allows rating the company’s

response relative to the magnitude of the issue. The only exception to this is the behavior of

Ariab in respect of deforestation, where the neutral rating does not results from the company’s

behavior but from the absence of the problem.

In sum, social and environmental variables per se do not have an impact on our confidence in

our inferences. Yet, they should be considered when interpreting the research results to under-

stand that not each observable variable has the same relevance for each company.
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IX. Implications and conclusions

IX.1. Findings

In chapter III and IV, we first investigated our research questions through theoretical

enquiries. This resulted in the development of the CCF in chapter V to empirically assess corpo-

rate responsibility performance at the project level. To test our hypothesis, we applied the CCF

to a sample of IOCs and INOCs in Sudan and Chad and presented the findings in chapter VIII.

Next, we discuss the two hypotheses in the light of our case study findings. 

a) Effectiveness of CSR

When we re-formulated our first hypothesis based on the insights from the theoretical

enquires, it stated that the current mainstream CSR only yields results when pursuing social or

environmental goals benefits the company either financially or in securing the license to operate.

However, it falls short of effectively regulating corporate behavior so that corporate responsibili-

ties are discharged as they are stipulated in the human rights framework. 

All the companies in our research sample have committed to responsible business be-

havior (see page 210) and endorsed CSR as an important principle in the running of their busi-

ness. Yet, the analysis of their corporate responsibility performance at the project level supports

our hypothesis, at least in the case of extractive companies working in developing countries with

weak governance: Overall, less than one third of the capital stock components show a neutral or

increasing trend. The same holds for each company in the sample: For each of the companies,

the number of stock components where corporate performance contributes to accumulation, or

at least does not cause depletion, varies between three and six out of thirteen.
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The stock components showing an accumulating trend are mainly confined to human capital

from which companies derive a direct benefit (education, particularly the training of workers in

the oil sector; health, mainly workers’ health and safety, and community health). When voluntary

OVs are included, physical capital stocks also show a positive trend. Here, the engagement has

been unanimously seen as following opportunistic patterns.

Social and environmental capital, which together represent ten out of thirteen capital stocks,

show a negative trend: Social capital shows a consistently negative trend; it is a bit less explicit in

environmental capital where 20% of the stock components show a neutral or positive trend.

What the results don’t explicitly show is that performance in environmental issues – albeit still

negative – has improved over time for all the companies. This is suggested by the process track-

ing that we applied during data analysis.

It is important to note that in all capital domains, a negative rating results from the way

the companies perform in pursuing their core business activities and the way they handle nega-

tive side effects. For example, in natural capital the failure to minimize deforestation or to elim-

inate gas flaring causes a negative rating. Or the Esso Chad health-related performance: Al-

though the company voluntarily engages in malaria prevention, the failure to tackle the key

public health impacts of oil operations outweighs the positive aspects. Another example is that

of social capital: Companies engage in practices that undermine trust and deny the local popula-

tion the opportunity to verify their claims independently. 

Corporate performance on the ground is no different for companies that have formally

committed to a voluntary governance initiative. Esso Chad falls short of adhering to the Volun-

tary Principles on Security and Human Rights to which its parent companies have committed, al-

though it recognizes the blatantly abusive and non-compliant behavior of the gendarmerie per-

sonnel. Similarly, companies that officially support the EITI (Areva, Exxon, Chevron) have not

established a culture of transparency on issues that are relevant to host communities.

Further, the companies’ approach to responsibility behavior is largely opportunistic (for
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details see table 20, annex III). None of the companies takes a strategic approach or has a long-

term planning horizon in line with the 20 years or more lifespan of the concession. A formalized

approach and an integration into management processes can be seen in the case of environmen-

tal issues (air, water) and human capital (training and education, workers’ health and safety). The

effect of the OHSAS certification is further supported by the publication of health and safety

performance statistics at the industry level, providing a benchmark against which companies can

be evaluated. Furthermore, occasional issue areas are institutionalized in some companies (e.g.

compensation procedures).

In conclusion, the findings from the case study suggest that CSR is ineffective in regu-

lating corporate behavior, at least for extractive companies in countries with weak governance in-

stitutions. Responsible behavior has an opportunity cost that often is at odds with business inter-

ests. Our research findings prove wrong the mainstream CSR theory which dismisses this

contradiction and argues it away with the ‘self-enlightened long-term benefit’ argument. 

Our conclusion is further supported by the effects we observe when looking at credible regulato-

ry arrangements. In Sudan, the Sudanization clause in the EPSA made GNPOC achieve ambi-

tious targets for national workers on time. In Chad, the ECMG monitoring on behalf of IFC as

investor has improved the compliance of Esso Chad with the EMP within the terms of the

ECMG mandate. 

b) The performance of IOCs and INOCs

In our second hypothesis, we stipulated that the different principal-agent relationships

facing IOCs and INOCs would not translate into different CSR outcomes because – as the theo-

retical analysis revealed (chapter III.4) – the INOCs seek to become major internationally-reput-

ed oil companies and actively integrate themselves into the international extractive industry. The

findings of the case study support the hypothesis as well.

In our research sample, the performance of IOCs and INOCs shows the same patterns

and trends for capital accumulation or depletion respectively across the capital portfolio. This
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suggests a trend towards convergence in CSR performance. INOCs started to move their prac-

tices towards international industry standards as our theoretical considerations predicted. Most

advanced is the area of occupational health and safety; CNPCIC’s HSSE team, of which Western

professionals constitute one third, illustrates the trend. Convergence also happens in environ-

mental issues, albeit at a slower pace. Further, the increasing cooperation between INOCs and

IOCs can be seen in the case of Esso Chad, CNPCIC, GNPOC and WNPOC.

Despite this trend towards convergence, ample differences in the performance of IOCs and

INOCs remain. The working conditions are the most obvious: CNPCIC and its subsidiaries

stand out, with salaries below a living wage, long working hours and truncated worker rights, in-

cluding the unlawful treatment of workers. Chinese companies also show a more explicit disre-

gard of local authorities and are more reluctant to pay compensations; if they do so it is at mini-

mum rates only. All three are areas where China itself does not follow high standards either:

Working conditions and worker rights in China are notoriously weak and unions are not allowed;

decision making is highly centralized and the participation of lower level government institutions

is absent; finally, land confiscation with insufficient compensation and limited appeal possibilities

occurs on a regular basis.463

Further, we find that also INOCs’ CSR engagement is driven by the ‘enabling environ-

ment’ and focuses on areas where a positive performance pays off. For example, CNPCIC has

higher safety standards than does the other Chinese operation in Chad, the SONACIM cement

factory, which is less exposed to an (international) audience and has no other operator in the

country to be directly compared with. INOCs take IOCs as a benchmark with the aim of being

able to enter into cooperation with IOCs.

Similarly, the varying CSR performances of the four INOC operations in our sample can be ex-

plained by their different levels of exposure. WNPOC and GNPOC, which have a better perfor-

[463] See e.g. the 2010 survey on land tenure from Michigan State University and Renmin University, http:/
/www.landesa.org/wp-content/uploads/Research-Report-2010-Findings-from-17-Province-Survey-of-Rur-
al-Land-Rights-in-China.pdf (February 20, 2013)
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mance in community development issues, have historically had a greater exposure because of the

civil war and were at the center of human rights campaigns. In contrast, Petrodar started opera-

tions only towards the end of the war and CNPCIC operates in a relatively calm area in Chad,

resulting in lower national and international exposure.

One could also argue that WNPOC and GNPOC have a legacy from Western companies that

still impacts and shapes the current CSR approach. The argument would then be that GNPOC

and WNPOC adhere to higher standards because of the culture instilled by Talisman and Lundin

respectively. The latter started community projects which continue until today although both

sold their shares in 2003; employees of GNPOC and WNPOC also confirmed in our interviews

that some of the Talisman and Lundin culture is still there; this suggests that the argument might

have some merit.

However, there is an important counter-argument to be considered too: In CNPCIC, the Cana-

dian oil company Encana was the lead operator from 2002 until 2007. And the chefs de canton in

the area report that Encana was running dispensaries and vaccination campaigns. When CNPC

took over, everything was stopped. We argue that this decision was taken because the CNPCIC

management felt that health services were not required in order to maintain the license to oper-

ate. In contrast, moving HSSE levels towards international standards conforms with CNPC’s

ambition to become a reputed international operator. This explains why the company is willing

to invest in sixteen expensive Western specialists but has stopped community engagement.

The same logic applies to CNPC-managed GNPOC and PetroEnergy: GNPOC opened a hos-

pital in Bentiu to boost relations with the new country and invested in Pariang to counter

mounting pressure from residents. PetroEnergy operates in the Northern territory outside a con-

flict area and hence not on the radar screen of international NGOs and media – it is also not

known to conduct similar programs. 
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IX.2. Implications for theory and research

Our research calls for the shifting of the source of corporate legitimacy from the impact

on business to the impact on sustainable development. At the academic level, this shift requires a

greater interdisciplinary approach to CSR and a more comprehensive understanding of the link

between corporate operations and development. Today, CSR is predominantly discussed in busi-

ness administration, business ethics, and in the theory of the firm with a narrow focus on the im-

pact of FDI on the host economy. In CSR research, there is a lack of impact studies with a more

comprehensive understanding of development and a lack of analytical frameworks. But it is not

only CSR research that has largely neglected this aspect; development studies do not pay suffi-

cient attention to the business impact on development either. We see our research as a contribu-

tion to a greater interdisciplinary approach.

We have built on various bodies of scholarly literature: Critical theory has informed our

epistemological approach and provided the heuristic methodology of historical structures with

which to assess the role of CSR in global economic governance. Our understanding of sustain-

able development as a capital accumulation is rooted in resource economics and we have en-

gaged with the resource curse literature in order to understand the development trajectory of re-

source extraction. Further, we have engaged with ethical theory to clarify the role and

responsibility of business in society. In this section we reflect on the merits of these particular

theoretical choices and on how the results of our research contribute to the academic debate.

a) Critical theory: The merits of critical theory in empirical research

The historical materialist analysis identifies CSR as part of the hegemonic enterprise of

neo-liberalism. Critical theory strives to overcome neo-liberalism; hence, it dismisses CSR and

avoids going beyond a fundamental critique of CSR in order not to come anywhere near solving

a problem that would make the current system work better. Critical theory also does not offer a

concept of a legitimate role of business in society. 
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This self-restriction on ideological grounds leads to a situation where the analytical

strength of critical theory lies idle, covered by the call for a revolutionary change in society. We

ventured to overcome these limitations in order to harness the analytical power of critical theory

for the benefit of empirical research at the theoretical, methodological, and empirical level. 

At the theoretical level, critical analysis insists on the fundamentally different and often

contradicting priorities between a company’s economic goals, and societal and environmental

goals. Maintaining this institutional view was important for our analysis in three ways: First, be-

ing conscious of the fundamental limitations imposed by the unconditional profit maximization

that drives enterprises prevents from naively taking the mainstream CSR discourse at face value.

Second, the institutional view frames the potential dilemma individuals may face when they work

for companies, be it the management, CSR officers or other staff. Based on their socialization

and personal values, employees might be inclined towards societal goals and emphasize the op-

portunity of CSR. Yet, as agents of an enterprise, their room to move is limited and not neces-

sarily commensurate with their personal values. Third, the institutional view allows to delineate

the space where the goals of enterprises overlap with societal and environmental goals and pro-

vide an opportunity for CSR engagement. The delimitation of common ground also defines the

limitations of CSR and hence provides a sound basis for regulation.

At the methodological level, critical theory was instrumental in developing the CCF,

particularly in developing an alternative understanding of social capital. The deconstruction of

the neo-liberal understanding of social capital from a critical theory perspective has prepared the

ground for a conceptualization of social capital that accounts for the role of institutions and pro-

cedural fairness in implementing policies.

At the empirical level, historical materialism has contributed to the CCF the importance

of the evolution of power relations and control over production that eventually results in the po-

litical economy context in which a company finds itself when entering a host country. It allows

to contextualize corporate operations and human rights obligations while mainstream CSR puts

the company perspective in the first place.
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Our research has demonstrated that overcoming the self-imposed restriction of critical

theory advances empirical research at the theoretical, methodological and empirical level. We ac-

cept that critical theorists might see this as an undue move towards problem solving theory. Yet,

provided that normative choices are made explicit, this does not necessarily cement hegemonic

structures as the CCF illustrates.

b) Resource economics

In our attempt to clarify the term and concept of development underlying our research,

we have engaged with resources economics and the concept of capital accumulation as in-

troduced by John Hartwick. This has allowed us to overcome the GDP-focused understanding

of economic development, which is particularly important in resource extraction where an en-

clave-type of activity causes the GDP to soar without necessarily inducing sustainable

development. 

In contrast, the capital approach convincingly argues that future utility can only be de-

rived from wealth putting capital accumulation center stage for development. However, the cap-

ital approach focuses on tangible capitals and human capital but suffers from a conceptually lim-

ited understanding of intangible capitals, particularly social capital. This is significant, since,

according to comprehensive wealth calculations, the intangible part of wealth is far bigger than

the tangible part (World Bank, 2011b). This gap is further relevant because the latest research on

the resource curse finds that the quality of institutions and governance, which are embodied in

social capital, are decisive for the development impact of resource extraction.

At the theoretical level, our research contributes to the capital theory by advancing the

understanding of social capital. We have introduced an institutional conceptualization of social

capital that accounts for the role of public institutions in building social capital by promoting

equality and by performing impartially. Critical theory has been instrumental in this process. It

has informed the deconstruction of the mainstream neo-liberal understanding view of social cap-
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ital which reduces social capital to the intensity of interpersonal relations that would reduce

transaction cost in the economy and promote good governance. This reductionist view is at odds

with the evidence from resource-rich countries where the wealth of in-group relations of clien-

telist networks is rather the problem than the solution. To build the institutional concept of so-

cial capital we have further benefitted from insights from studies on governance.

At the methodological level, we have operationalized the process of capital accumulation with

the critical capital framework. In resource economics, the concept of the capital portfolio is used

to measure capital accumulation at the aggregate national level but is not suited for application at

the project level. We decomposed the concept of capital into its stock and flow components in

order to understand the effect of project-level corporate activities on the process of capital accu-

mulation. This process-oriented view does not claim to measure wealth but to understand the

factors that contribute to capital accumulation or decumulation. Particularly in regard to social

capital, which is much more complex an issue than, for example, physical capital, our research

enhances the understanding of the accumulation process. 

c) Business ethics: The ‘development case for CSR’

We have engaged at length with mainstream CSR theory that is built on the business

case argument and on the impact CSR has on the company’s license to operate. The findings of

our theoretical and empirical research call into question the validity of the basic assumption un-

derlying the neo-liberal ‘business case for CSR’ theory that defines the economic as the pre-exis-

tent to which the social relates and precludes that social concerns can be in conflict with eco-

nomic success. 

We have made the ‘development case for CSR’, a counter-draft to the ‘business case for

CSR’ theories, to measure the impact of corporate responsibility performance on sustainable de-

velopment. The ‘development case for CSR’ advances the debate about the business - society in-

terface and the legitimate role of business in society in several ways: 
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First, we reestablish the primacy of the social over the economic imperative. The ‘devel-

opment case for CSR’ shifts the basis for corporate legitimacy from the impact CSR has on the

company’s bottom line to the impact of the company on sustainable development. We detail

how corporate behavior in resource extraction can foster or undermine the accumulation of

physical, natural, human, and social capital through performing business operations, managing

stakeholder interaction, engaging in voluntary initiatives, and through using the company’s politi-

cal influence to attain corporate goals.

Second, we advance the discussion about the scope of corporate responsibility. While

companies influence development in many ways, their responsibility to foster sustainable devel-

opment is qualified and not general. Taking the commonly accepted dimensions of corporate im-

pact and corporate leverage, we adopt the position that corporate responsibility goes beyond the

restrictive interpretation of the UN Framework that limits responsibility to direct impact. We ar-

gue that responsibility also extends to indirect impact and responsibility can arise based on a

company’s leverage in a particular situation. Discharging its human rights obligation can include

negative and positive steps. 

Third, our research further contributes to the ethics theory by linking normative ethics

with the critical capital framework. The CCF offers a heuristic methodology that operationalizes

ethical principles for the extractive sector along a causal model of capital accumulation, with a

particular focus on social capital. 

Fourth, the CFF offers a comprehensive framework to discuss the company-society in-

terface and corporate responsibility in management education.

d) Global governance discourse

Finally, our research pertains to the discourse about global economic governance, the

role of private actors and of voluntary private governance regimes. Taking a critical theory per-

spective emphasizes the importance of power and agency. The findings from our case study sug-
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gest that pursuing voluntary (self-)regulation of companies is not an expedient option without

credible and effective enforcement and accountability frameworks when issues beyond the eco-

nomic self-interest of companies are involved. At the same time, the business impact logic also

defines the scope within which voluntary regimes can be effective. Further, the focus on social

capital sheds light on the interaction between corporate activities and institutions of host

countries.

Finally, the results confirm earlier research (Carbonnier et al., 2011a) that indicates that

promoting local civil society from outside as a means to demand accountability does not produce

results where civil society lacks resources and institutional procedures that allow it to be effec-

tive, at least not in the short to medium term. To be effective, civil society depends on the type

of institutional environment it is supposed to bring about. This has implications for the design of

multistakeholder based governance initiatives, which are often based on a Western understand-

ing of civil society.

e) The contribution of the Critical Capital Framework

The attempt to evaluate the performance of extractive industries at the project level

eventually led to the development of the Critical Capital Framework. The CCF operationalizes

the ‘development case for CSR’ and produces an assessment of the impact of extractive compa-

nies on capital accumulation, particularly on social capital and on the quality of institutions. 

With the development of the CCF we have entered largely unmapped territory. The

theoretical and causal models are based on critical theory, resource economics and ethics, as dis-

cussed in the preceding paragraphs. In addition, we have devised an assessment methodology

that facilitates the assessment of corporate CSR performance in the politicized and information-

scarce environment that characterizes resource-rich but governance-weak states. To this end we

have identified a broad range of observable variables as proxies for corporate effect on develop-

ment; assessment guidelines describe the observable effects so that the analysis is carried out

consistently. Further, the use of an ordinal scale has allowed us to evaluate qualitative and quanti-
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tative data gathered and inform the rating between -2 and +2 for each observable variable. 

The CCF fills a gap that so far has prevented the analysis, in a systematic manner, of the

development impact of extractive companies at the project level and on the host country’s gov-

ernance capacity. The focus on the project level implies that the CCF does not assess the macro-

level benefits of resource extraction, which mainly result from the generation of government in-

come through royalty and tax payment, and the generation of employment. These are significant

effects and can yield positive development outcomes at the macro level, in non-extractive sectors

or in other parts of the country, even when the local-level impact is negative. For an overall eval-

uation of resource extraction this would be an important component to consider and to factor

into a cost benefit analysis. We are aware that the CCF does not cover this dimension and have

consciously chosen not to include it for the following reason: Extractive companies don’t have a

direct influence over the reinvestment of resource windfalls. This is the responsibility of the gov-

ernment and it would be impossible to attribute any outcome to corporate behavior; hence it lies

outside the scope of corporate responsibility. Yet, the CCF assesses, among other things, how

corporate behavior supports or undermines the governance capacity of the host country and

hence its capacity to foster development. The role companies play here is critical since resource-

dependent states with weak institutions often display difficulties in translating resource windfalls

into development. The CCF also assesses the extent to which companies stimulate wider devel-

opment benefits such as industrialization at least within the extractive sector by maximizing local

content. In this sense, the CCF goes beyond the local level in several areas and assesses how

companies affect the broader institutional framework that is key for fostering development.

The case study proved the CCF to be adequate and effective in a politicized environ-

ment with weak governance. The information gathered from different complementary and inde-

pendent sources for the various OVs allowed us to make ranking decisions with confidence.

Only the ranking of observable variables that entirely depend on hard data (such as environmen-

tal monitoring data) are less reliable without the full cooperation of the data owner.
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The question arises as to whether the CCF could be applied beyond weak states such as

Sudan and Chad. The theoretical model underlying the CCF is a generic theory of how extractive

operations relate to capital accumulation that applies to extractive operations in general. There is

no theoretical reason to assume that the CCF cannot be applied to countries with more robust

governance structures since the basic vectors through which companies influence development

do not change. 

Based on this fact, we suppose that the CCF can be applied to extractive projects across

developing and emerging economies; we further suppose that it can produce results that are rele-

vant for a wider audience engaged with resource extraction and the performance of companies.

These include international institutions, policy makers, and development organizations, and

would enable investors and lending banks to better understand the CSR performance of their

clients and hence impact of their investments. Even companies could benefit from an impact

based perspective and initiate a review of their operations based on the CCF framework. Fur-

ther, running the CCF at intervals allows to monitor changes in corporate performance over

time. We discuss this in more detail in the policy section of this chapter. Here, we point to some

implications that result from making the CCF ready for the use of a larger audience.

A first point concerns the rating instructions: As of now, we have described the OVs in the as-

sessment guidelines. To ensure that the ranking of the various OVs remains consistent across a

number of different researchers, each grade of the scale also requires its distinct description. A

second considerations is related to the overall complexity of the assessment. The high number of

OVs makes assessment a lengthy process and therefore more difficult to execute. One option

would be to limit the CCF to the issue of social capital only. This would reduce the number of

OVs significantly. The rationale for focusing on social capital is that it addresses cross-cutting

issues of corporate behavior (e.g. economic equality, equal opportunity, impartiality, integrity)

which also influence the way in which a company approaches material topics such as environ-

mental or human capital issues. A third consideration addresses the processing of the assessment
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results: To be user-friendly and efficient, the assessment needs to be digitalized to automatically

processes data, visualize results, and to compare different extractive operations.

In return for a wider application, the results will enhance our understanding of the in-

teraction between corporate activities, institutions and capital accumulation, and contribute to

the continuous advancement of the methodology. Further, larger data sets can eventually open

new avenues of research to the extent that they can be used in combination with other quantita-

tive data; however, this option will be subject to further investigation.

IX.3. Implications for policy

Our research into the corporate responsibility performance of extractive companies

comes at a time when the business-society interface is at a critical juncture. One trend is the in-

creasing role companies play in global governance: Companies are playing a more explicit role in

rule making and in delivering public goods; international organizations are seeking public-private

partnerships, and many bilateral agencies for international cooperation have established explicit

PPP programs in order to engage with the private sector and leverage its power to promote de-

velopment. We have discussed this trend in detail in chapter III.2. 

While the role of the private sector in the governance and development arena is increas-

ing, society’s trust in companies is undergoing a long-term decrease. It has hit new lows follow-

ing the financial crisis in 2008, the irresponsible role banks and the financial sector have played,

and the lack of care in drilling that had endangered the environment in the Gulf of Mexico and

threatened the jobs of those depending on it (Edelman, 2012). The reliance on free market poli-

cies has come under pressure as well and is increasingly seen as causing inequality (Stiglitz, 2012).

In this vein, the role of the private sector is on the line, their license to operate and the role of

companies in society are increasingly being questioned.
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Our policy considerations start with the answer of the corporate sector and the main-

stream CSR theory to the increasing challenge to the ‘business case for CSR’ argument claiming

that social and economic goals would be aligned. 

Companies and business theory increasingly recognize the need to re-establish the legitimacy of

businesses. Michael Porter and Mark Kramer have put forth the Creating Shared Value Initiative

(CSV)464, the most explicit attempt to re-establish trust so far:

“The capitalist system is under siege. […] The legitimacy of business has fallen to levels

not seen in recent history. […] Companies must take the lead in bringing business and

society back together. […] The solution lies in the principle of shared value, which in-

volves creating economic value in a way that also creates value for society by addressing

its needs and challenges. […] In the process, businesses can earn the respect of society

again.” (Porter and Kramer, 2011)

The CSV Initiative has found widespread resonance: The Forbes magazine has named Shared

Value Creation a mega-trend and the annual Shared Value Leadership Summits are well attend-

ed.465 The popularity which the Shared Value Initiative enjoys documents that the need for re-an-

choring corporate legitimacy in society is perceived to be a necessity by many in business and

beyond. 

The Creating Shared Value approach also yields results. Porter and Kramer quote many

examples where companies have obviously created value in the communities in which they oper-

ate. All this suggests a concurrence of the Shared Value Initiative with our development case for

CSR. 

While we acknowledge the fact that CSV raises awareness for the need for a new legiti-

mation of businesses by delivering societal value and acknowledge the benefit of many of those

initiatives, there are fundamental differences between the CCF and the CSV approach: A closer

[464] The Creating Shared Value Initiative (Porter and Kramer, 2011) builds on Porter and Kramer’s earlier con-
cept of ‘strategic philanthropy’, i.e. the investment into communities in order to enhance competitiveness 
Porter and Kramer, 2006; see also page 47.

[465] http://www.forbes.com/sites/haydnshaughnessy/2011/12/28/3-megatrends-for-2012-or-why-shared-val-
ue-is-indeed-an-answer/ (February 2, 2013)
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examination of the Creating Shared Value concept – “There are three distinct ways to [create

shared value]: by reconceiving products and markets, redefining productivity in the value chain,

and building supportive industry clusters at the company’s locations” (Porter and Kramer,

2011) – reveals that the initiative is no more than the latest variation of the business case for

CSR. It advances the rhetoric that what is good for business is good for society as has been pro-

moted by the bottom of the pyramid theory since the early 2000s: “As capitalism begins to work

in poorer communities, new opportunities for economic development and social progress in-

crease exponentially” or more explicitly: Creating Shared Value is “integral to profit maximiza-

tion” (Porter and Kramer, 2011).

The problem lies in the selective nature in which Porter and Kramer look at value cre-

ation and claim that “shared value offers corporations the opportunity to utilize their skills, re-

sources, and management capability to lead social progress in ways that even the best-inten-

tioned governmental and social sector organizations can rarely match” (Porter and Kramer,

2011). The examples put forth by its proponents are all related to situations that create a business

benefit, where companies can sell a product, or to secure access to valuable resources and steady

supply. Other factors, which imply a conflict of interest for companies, remain out of the scope

of CSV irrespective of how important they are. For example, commodity traders and processors

have started to support small cocoa growers. Their programs are designed to increase productivi-

ty and to create loyalty to the buyer in order to address the serious shortage and unreliability of

supply. Yet, the programs do nothing to diversify farmers’ income, to reduce their dependency

from one commodity nor to reduce their exposure to the increasing volatility of commodity mar-

kets. That is not in the traders’ interest and neither is it in their interest to discuss prices paid to

producers (Clark and Walsh, 2012). 

In our research, we looked at situations where responsible behavior incurs additional cost and

can even slow business down. We looked at those issues that Michael Porter and Mark Kramer

cut out. From this perspective CSV can be a first step but not the full answer to effectively ad-
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dress the underlying crisis of corporate legitimacy. CSV creates awareness around the need to

renew corporate legitimacy; CSV also delivers results where societal and corporate goals overlap.

Yet, in the end, the CSV approach does not go far enough. The Shared Value concept perpetu-

ates the hegemonic function and mistakes the fact that “more and more [business school] gradu-

ates hunger for a greater sense of purpose and [that] a growing number are drawn to social entre-

preneurship” (Porter and Kramer, 2011) for the inherent social nature of capitalism. 

Re-establishing corporate legitimacy requires more binding and credible corporate ac-

countability. Our empiric research has confirmed this for the extractive sector. And it is reflected

in the policy debate which is increasingly shaped by the call for more binding accountability

mechanisms. This is illustrated, for example, by the recently introduced Dodd-Frank act, which

requires companies to disclose their payments to host governments for each project separately

(see page 56).

We see that the CCF could play a role in informing the policy debate in the extractive

sector and contributing to increasing corporate accountability at the macro and at the project

level: At the macro-level, the CCF lends itself as a methodology to carry out a regular systematic

analysis of the development impact (of at least a representative sample) of extractive projects in

developing countries to inform the policy debate. Currently, there is no comparable methodolo-

gy available nor is a similar assessment being carried out.466 Such a large-scale exercise yields sev-

eral policy benefits: First, the results provide field-based evidence of the development impact of

extractive operations; the information is relevant for policy actors such as governments, multilat-

eral institutions, industry associations, investors, civil society, and companies. Second, the repeat-

ed execution of the CCF establishes trends about corporate impact on development and has the

effect of a limited monitoring function. This again informs the policy debate. Third, the findings

[466] The few existing tools take a narrow economic view ! (e.g. the ICMM-SDF, ICMM et al., 2008) or are de-
signed as human rights checklists for the private sector. The human rights tools developed for businesses in-
clude among other things: tools promoted by the Danish Institute for Human Rights (www.humanrights.dk, 
www.humanrightsbusiness.org), the Institute for Human Rights and Business (IHRB; www.ihrb.org) and the 
Human Rights Matrix (www.humanrights-matrix.net) promoted by the corporate sector. The existing human
rights tools vary in the scope of business sector they address and typically assess whether companies respect 
human rights in their operations and in the value chain. 
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of repeated CCF analyses can substantiate the debate about more binding accountability mecha-

nisms. Based on the case study findings, one example for such a policy measure to increase cor-

porate accountability could be the integration of the successful elements of the IFC-Esso Chad

lending arrangement into the Equator Principles (EP).467 The proposed modifications to the EP

make the EIA part of the lending contract (instead of being a contract prerequisite only) and

mandate an external third party entity to monitor compliance with the provisions of the EIA,

similar to the ECMG. Further, the lending contract requires a balanced and multi-partite project

level grievance mechanism and stipulates reporting and transparency rules for project level infor-

mation, and for compliance monitoring reporting. These modifications would transform the EP

from an instrument of pure self-commitment at the global level to an instrument of monitoring

implementation at the project level. Instead of having global due diligence principles that apply

ex ante, the focus shifts to on the ground monitoring and follow up. Finding majorities for rein-

forcing voluntary regimes is challenging. Evidence as produced by the CCF could be one ele-

ment that contributes to this process. 

The modifications to the EP outlined above might be an ambitious goal, at least for the short

term. A more modest and probably more realistic first contribution would be to bring the social

capital dimension more strongly into the policy debate as a result of large-scale CCF analysis and

enhance the understanding of the interaction between corporate activities, institutions, gov-

ernance, and development outcome.

At the project level, the application of the CCF can support endeavors to foster corpo-

rate accountability as well. Cases where conflicts between host communities and extractive oper-

[467] http://www.equator-principles.com
Currently, 78 financial institutions in 32 countries have officially adopted the EPs, covering over 70 percent 
of international project finance debt in emerging markets. The EPs are applied where total project capital 
costs exceed USD 10m. The EP membership requires participating banks to lend money only to projects 
where an environmental impact assessment (EIA) has been conducted and the lending company promises to
monitor the EIA over the lifecycle of the project. The principles are based on the IFC Performance 
Standards on Social and Environmental Sustainability and on the WGB’s Environmental, Health, and Safety 
Guidelines. However, the current governance structure of the EP seriously weakens its effectiveness (Schep-
ers, 2011; Wright, 2012).
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ations over environmental impact, mitigation of negative externalities, security arrangements and

development benefits are able to be mediated satisfactorily for both sides are the exception. The

extractive projects in our case study were no exception. Local level conflicts are expected to be-

come more prevalent with the increasing number of resource-dependent developing countries

(see chapter I.1). 

There is relatively little institutional capacity available to deal with the impact of resource extrac-

tion at the project level. Most initiatives focus at the national and international level such as the

Publish What You Pay campaign, the EITI or the Resource Charter. Specialized institutions that

focus on the local level impact of resource extraction are the exception; one rare example is the

CDA Collaborative Learning Project.468 This is compounded by the lack of tools to support the

local level conflict management.

The CCF as an assessment methodology cannot mediate conflicts on its own but it can

facilitate mediation processes. First, a common understanding of contested issues and subse-

quently of the goals is the precondition for finding solutions. The CCF provides a conceptual

framework to structure and guide such mediation processes. Its comprehensive approach can de-

tect positive aspects of extractive projects as well as expose challenges, which makes for a more

balanced discussion. Second, the findings of the CCF analysis for a particular project serve as in-

put and starting point for negotiations; comparing the results with other findings can further

provide valuable inputs. In this sense, the CCF can facilitate mediation and support the role of

mediators but it will never replace the mediators the and the mediation process.

[468] http://www.cdainc.com
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IX.4. Replication of the CCF

The replication of the CCF across developing countries differs from the project of a

single researcher. In chapter IX.2.e, we have discussed the methodological implications to guar-

antee consistent application of the framework and to generate reliable results. Here, we outline a

proposal for a first larger application of the CCF.

We propose to run a replication of the CCF in nine resource-dependent developing and

emerging countries. A first list of countries could include three resource-dependent economies

from Africa, Asia and Latin America each, e.g. Ghana, Burkina Faso, Tanzania, Mongolia, Lao,

Myanmar, Columbia, Peru, and Bolivia. For each country we select three to five extractive sites. 

The proposed design results in a sample of a maximum of 45 extractive sites. We pro-

pose to set up a consortium of research institutions for the identification of the sites in each

country, the analysis of the political economy of resource extraction in each country, the identifi-

cation of stakeholders to be interviewed and the execution of the CCF on the ground. Partner

institutions are expected to be specialized in resource extraction and governance, and to have re-

search experience and networks in the respective countries. Depending on the profile of the

partner institution, this can vary from one partner per country to one per continent.

A dedicated host institution of the CCF coordinates the research and assumes the fol-

lowing responsibilities: First, the methodological lead. This includes the training and coordina-

tion of partner institutions in the consistent application of the assessment framework. Second,

the institution manages the assessment process, provides the IT platform for effective coopera-

tion and data processing. Third, the institution is in charge of the synthesis of the country results

and the review of the methodology in light of the findings. It is further responsible for produc-

ing the overall research report, and for publishing and disseminating the findings in the respec-

tive policy circles as discussed above.

The outlined research is expected to deliver several results: First, to prove the validity of
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the framework across a broader range of resource-dependent countries; second, to provide in-

sights regarding the application of the methodology; third, to inform about the feasibility of fo-

cusing the assessment on social capital only; fourth, to inform the minimum resource require-

ments and strategy for an assessment that includes more countries and more extractive projects.

Provided the results confirm the potential and usefulness of the CCF, a larger assessment will be

prepared.

Finally, questions about funding need to be considered as well. Taking the assumption

of 40 working days per site (including coordination, logistics research preparation and execution,

reporting) and management by the host institution suggests funding needs of well below half a

million USD. This is a conservative assumption that takes into account the pilot character of the

project and the additional cost for evaluation of the methodology based on the experience made;

subsequent replications would require less resources. 

Given the relevance of resource extraction-related conflicts at the local level, the increasing

number of resource-dependent developing countries, and the fact that donors repeatedly have

funded attempts to improve extractive governance (e.g. funding for EITI, VP), we see a realistic

chance to get funding from implementation-oriented research sources and from development in-

stitutions that have an explicit engagement in resource extraction, such as the World Bank, Swiss

Development Cooperation and others. 

The first request would be made for the assessment described, together with a scenario for a

subsequent upscaling. In the case of a positive outcome, we believe there is a good chance of

getting funding for replicating the CCF as a benchmark for the development impact of extractive

projects and for offering the CCF as a heuristic methodology for conflict mediation. 

Before finalizing and submitting a proposal for further research we would warrant feed-

back and advice from jury members and external experts from academia and industry, and solicit

the formation of a advisory group to mentor the project. 
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Annex I: Crtical theory

Robert Cox’ approach to critical theory

The basic concept of Robert Cox’ approach is described in his 1981 article ‘Social

Forces, States and World Orders’.469 His starting point is that “theory is always for someone and

for some purpose. All theories have a perspective. Perspectives derive from a position in time

and space, specifically social and political time and space” (Cox, 1981, 128). Social theory inher-

ently contains ideological elements in the way it frames issues. This can be mitigated to some

point by awareness thereof and reflection on it in order to “transcend[…] its own perspective”

but in the end “the initial perspective is always contained within a theory and is relevant to its ex-

plication” (Cox, 1981, 128).

Theory for Cox is not art pour l’art but has a purpose and the purpose of theory is to be-

come aware of pressures of social reality and “to enable the mind to come to grips with the reali-

ty it confronts” (Cox, 1981, 128). Cox sees two options how theory can deal with problems: One

is a direct response that tries to solve the problem from the perspective in which the problem

presents itself. Cox calls this ‘problem solving theory’ that “takes the world as it finds it, with the

prevailing social and power relationships in which they are organized as a given framework for

action” (Cox, 1981, 128). Regime theory and most CSR theories are seen by critical theory schol-

ars as problem solving theories that try to make the existing system work more smoothly. In do-

ing so, regime theory is – against its claim – not value free but supports the dominant ideology

and hence those interests that are satisfied with this order (Jones, 1996; 2009; Sklair, 1998).470

[469] The Coxian Critical Theory (CCT) is part of the epistemological context of the British School of Internation-
al Political Economy where Cox was one of the intellectual leaders together with Susan Strange. Some of 
Cox’ key concepts build on historic Marxism, Karl Polanyi and Antonio Gramsci (see e.g. Cox and Sinclair, 
1996 (chapter 2, ‘Influences and Commitments’); Cox, 1993). 

[470] The dichotomy between problem solving theory and critical theory was also called the ‘transatlantic divide’ 
(Cohen, 2007) between the American and British international political economy (Brand, 2007). 
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In contrast to problem solving theories, the critical approach “does not take institutions

and social and power relations for granted but calls them into question by concerning itself with

their origins and how and whether they might be in the process of changing” (Cox, 1981, 129).

The prevailing order is conceived of as emerging from historical processes, as the result of a

power game where each party attempts to universalize its own preferences, ideologies and spe-

cific interests with the intention to establish a hegemony: 

“Any general organization of power not only generates institutions and policy mecha-

nisms but also sustains ideas which legitimate it. Such a dominant ideology justifies the

existing order of power relations by indicating the benefits accruing (or accruable) to all

the principal parties, including in particular the subordinate or less favored. So long as

these latter acquiesce in the dominant mode of thought, their demands are likely to be

reconcilable within the existing system of power. However, where there is a general

challenge to the prevailing structure of power, then the articulation of counter-ideolo-

gies becomes a part of the action, and the possibility of reaching reasonably durable

agreement on the practical issues of policies and institutions becomes bound up with

the possibility of reaching a new consensus on theories and modes of analysis.” (Cox,

1979, 259)

A key difference between the problem solving theories and critical theory lies in the

way they approach problems: Taking a given problem as starting point, critical theory takes a

step back and tries to see the bigger picture of which the initial problem is part as well as to “un-

derstand the processes of change in which both parts and whole are involved” (Cox, 1981, 129).

Problem solving theories take the opposite direction by further subdividing the problem 

“to a limited number of variables which are amenable to relatively close and precise

examination. The ceteris paribus assumption, upon which such theorising is based,

makes it possible to arrive at statements of laws or regularities which appear to have

general validity but which imply, of course, the institutional and relational parameters

assumed in the problem-solving approach” (Cox, 1981, 128). 

Taking a critical theory approach we contextualize CSR, trace how CSR came to promi-

nence, and which role CSR plays in the current emerging global governance structure. The con-

textual background then reveals what CSR as a concept can be expected to contribute to global

governance and the regulation of TNCs – and what not. Before we trace the evolution of CSR,
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we discuss the methodology and tools offered with critical theory.

Historical structures

Robert Cox has devised the model of ‘historical structures’ (Cox, 1981, 135) as a

methodology to deconstruct social reality. Historical structures are heuristic tools, that “like ideal

types […] provide, in a logically coherent form, a simplified representation of a complex reality

and an expression of tendencies, limited in their applicability in time and space, rather than fully

realized developments” (Cox and Sinclair, 1996, 100).471 

In contrast to regime theory or theories of international relations, historical structures

are non-state-centric. Reflecting the situation of globalization and multi-actor governance Cox

does not treat states as primary actors (Cox, 2006; see also: Strange, 1994, 18) and is skeptical of

the traditional separation of state and civil society: “[T]oday […] state and civil society are so in-

terpenetrated that the concepts have become almost purely analytical […] and are only very

vaguely and imprecisely indicative of distinct spheres of activity” (Cox, 1981, 127). Hence, Cox

prefers the “more cumbersome term ‘state / society complex’” (Cox, 2002, 32).

a) Ideas, material capabilities, and institutions 

A historical structure is a model of a certain set of power relations that define the op-

portunities and constraints facing people and social groupings (Cox and Sinclair, 1996). It is a tri-

angle model made up of three forces (figure 31): a) ‘ideas’, which are somewhat similar to the

‘principled beliefs’ in constructivist reasoning;472 b) ‘institutions’; and c) ‘material capabilities’,

which refer to the availability of material resources as well as the financial, technological and

organizational ability to exploit them. 

[471] Because of the emphasis on the historic evolution of those dynamics and the role of material capabilities this 
approach is termed ‘historical materialism’.

[472] For a detailed analysis of common ground between constructivism and critical theory see (Brand, 2007)
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Material capabilities traditionally focused on the ability to define the labor conditions

and income distribution. In the current globalized economy material capabilities have further

reaching implications: The day-to-day production, employment, research and marketing practices

of large companies play a critical role in shaping environmental impacts and labor market prac-

tices; investment decisions of TNCs can profoundly impact developing countries’ development

trajectories (Blanton and Blanton, 2009); private oligopolies control much of the key technolo-

gies in essential areas such as agriculture or health; corporate investment decisions directly im-

pact food safety and security and decide which diseases can be treated at what cost, increasing

the dependence of the state on the TNC for technology and technological development (Mytelka

and Delapierre, 1999).

b) Production, power, and hegemony 

The dynamic interaction between ideas, institutions and material capabilities shapes the

distribution of power in a given historic situation (Cox, 2007, 517). To disentangle the interac-

tion, Cox uses the concepts of production, power and hegemony. 

Cox looks at production in order to understand “power relations in societies and in world

politics from the angle of the power relations in production” (Cox, 1987, iv). Production creates

the “material basis for all forms of social existence, and the ways in which human efforts are

combined in production processes affect all other aspects of social life, including the polity”

(Cox, 1987, 1). Cox goes beyond physical production to include the production of ideas and the

material basis from where the ideas emerge, for example the financial backgrounds of think tanks

or policy networks established to promote ideational concepts. This is important as it puts epis-

temic communities and other policy groups in relation to interests. 

Power is closely interconnected with production insofar as power determines production

while production also takes place in an existing power relationship with the tendency for mutual

reinforcement. According to the Coxian analysis the power to control production also translates

into political power, which is the ability to impact formal institutions at the state level and – in a
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globalized context – also at the global level. 

Figure 31: Key elements that define historical structure in the Coxian model  (source: author)

The third element, hegemony, is rather an aspect of power than separated from it.

Through the ability of actors to universalize their ideational concepts, own preferences and inter-

ests, power establishes hegemony. Hegemony at the international level, is thus “an order within a

world economy with a dominant mode of production which penetrates into all […] World

hegemony is describable as a social structure, an economic structure, and a political structure;

and it cannot be simply one of these things but must be all three” (Cox, 1993, 62). 

There are several crucial mechanisms to ensure a hegemonic formation. Cox first points

to international institutions and, above all, to their ideological impact. They “help define policy

guidelines” and, in doing this, “reflect orientations favorable to the dominant social and econom-

ic forces” (Cox, 1993, 63) and ideologically legitimate the norms of the world order. 

Second, he points to the ‘discursive production of truth’:473 It does not derive rules

[473] This view on the discursive production of truth is based on the Foucauldian notion of power, in particular 
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from sovereign sources but establishes rules and norms by the reiteration of claims about what is

and what is not, what can be done and what not, over time. This way, claims become ‘natural’

rules or norms and subsequently take a life of their own and start to control knowledge.

An illustrative example of a discursive production of ‘truth’ relevant to this research is

the ‘comparative advantage’ argument. It states that each country has something which it is rela-

tively better at than other countries. The country should seek to specialize in this while relying

on imports of goods and services that it does not have a comparative advantage in.474 World

Bank economist Bernard Hoekman is taken as representative of many others when he presents

this theory as common sense: “[E]conomic theory suggests that countries should pursue liberal

trade policies and exchange goods and services on the basis of their comparative advantage.”

(Hoekman and Kostecki, 2001, 9) ‘Economic theory’ is conceived of in the singular, as if there

were consensus about what it constitutes. The implication of this statement is that a country is

poor because it has failed to specialize in its comparative advantage. As we discuss in the next

chapter, many Sub-Saharan African states de facto have specialized in the extraction and export

of raw materials while even the modest processing capacity available on the continent declined

and the countries have no other ‘comparative advantage’ to offer. Taking the comparative advan-

tage argument at its word, it suggests that this ‘specialization’ was a desirable policy decision. It

diverts from the need to vigorously pursue policies for value addition and economic diversifica-

tion, a task that is challenging in countries with poor infrastructure and a small skilled workforce.

Subhabrata Banerjee (2003, 150) provides another example of a discursive production

of truth that is related to our topic: He analyzed how only the creation of the term ‘development’

created the ‘poor’ (measured in economic terms) and made ‘development’ an alternative term for

‘economic growth’.

Hegemony is thus a type of dominance based on sustaining an ideology and construct-

his formulation of disciplinary power and the related ‘techniques and tactics of domination’ (Foucault, 1980)

[474] The concept of comparative advantage goes back to David Ricardo’s publication ‘On the Principles of Politi-
cal Economy and Taxation’ (1817), where he uses the example of trading English cloths and Portuguese 
wine.
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ing a broad base of consent. Hegemony relies on coalitions and compromises which provide a

measure of political and material accommodation and convey a mutuality of interests (Levy and

Egan, 2003). In the process of establishing hegemony, international institutions “co-opt the elites

from peripheral countries and […] absorb counterhegemonic ideas” (Cox, 1993, 62). Finding the

right level of accommodation includes providing concessions by “offer[ing] some measure of

prospect of satisfaction to the less powerful” (Cox, 1987, 7). CSR was developed to provide

some level of accommodation in the fight to roll back attempts to control TNCs. 
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Annex II: Guidelines for assessing observable variables

1. Introductory remarks

a) Structure

The guidelines to assess the observable variables are structured as follows: 

Capital

A. Stock component

1. Flow indicator

[a] Observable variable

 Assessment guideline

b) Corporate responsibility: mandatory and voluntary observable variables

The assessment guidelines presented below do not distinguish whether an observable

variable refers to a mandatory or voluntary activity of a company since the extent of (particularly

leverage-based) responsibility depends on a given situation (for details see chapter III.5.2). 

Remarks to the extent of corporate responsibility for our case study sample are made in

the presentation of the findings (chapter VIII, in the introduction to each type of capital) and

annex III retains for each OV whether we treated it as mandatory or voluntary variable. 

2. Assessment guidelines

Assessment guidelines for physical capital

A. Transport infrastructure, utilities, social infrastructure, government buildings

1. Investment in all types of public infrastructure: 
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[a] Extent and value for money of investment in roads, bridges, railways, ports that are not

(or not exclusively) used for operations.

 Assessment: Negative, when companies destroy existing transport infrastructure without adequate re-

placement; neutral, when companies don’t engage in infrastructure projects; positive when transport in-

frastructure is built, depending on extent and effectiveness.*

[b] Extent and value for money of investment in electricity and gas networks, water treat-

ment and distribution networks, sanitation, wastewater collection and treatment that are

not (or not exclusively) used for operations.

 Assessment: Negative, when companies destroy existing utility infrastructure without adequate replace-

ment; neutral, when companies don’t engage in infrastructure projects; positive when utility infrastruc-

ture is built, depending on extent and effectiveness.*

[c] Extent and value for money of investment in hospitals, clinics schools, leisure that are

not (or not exclusively) used for operations;

 Assessment: Negative, when companies destroy existing social infrastructure without adequate replace-

ment; neutral, when companies don’t engage in infrastructure projects; positive when social infrastructure

is built, depending on extent and effectiveness.*

[d] Extent and value for money of investment in government and administration buildings.

 Assessment: Negative, when companies destroy existing administrative infrastructure without adequate

replacement; neutral, when companies don’t engage in infrastructure projects; positive when administra-

tive infrastructure is built, depending on extent and effectiveness.*

* Where companies build infrastructure, ‘value for money’ criteria apply in analogy to those for public investment 
(Dabla-Norris et al., 2010): Strategy and project selection, planning in consultation with beneficiaries, quality of im-
plementation, coordination to guarantee proper operations and maintenance, and control of cost and quality.

Assessment guidelines for natural capital

A. Stock of non-renewable resources

1. Net depletion of oil, gas and mineral resources:

[a] Level and effectiveness of strategies and measures to optimize recovery rate.

 Assessment: Negative, when resource extraction does not pay attention to maximizing recovery; neutral,

when measures are taken to maximize recovery rate based on known technologies.
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B. Forest resources

1. Rate of deforestation and net depletion of forest resources:

[a] Minimization of deforestation during exploration, site preparation, construction and

operation.

 Assessment: Negative, when deforestation is excessive without compensatory reforestation; neutral, when

deforestation is minimized through careful execution and the use of advanced technologies, and compen-

satory reforestation.

[b] Extent of reforestation of areas cleared for installations.

 Assessment: Negative, when the company does not engage in compensatory reforestation; neutral, when

company compensates forest area cleared for installations, depending on extent, quality (e.g. species

adapted to the ecosystem) and effectiveness.

[c] Extent of reforestation activities not related to operational forest clearance.

 Assessment: Neutral, when the company does not engage in reforestation activities; positive, when com-

pany contributes to an increase of the net forest area, depending on extent, quality (e.g. species adapted

to the ecosystem) and effectiveness.

[d] Activities to reduce deforestation beyond operations (e.g. for firewood [cooking, brick

making], construction).

 Assessment: Neutral, when nothing is done; positive, when more efficient technologies or alternative fu-

els/technologies are promoted.

C. Climate

1. Level of greenhouse gas emissions:

[a] Extent of monitoring, reduction and elimination of gas flaring.

 Assessment: Negative, when no attempts are made to monitor and reduce gas flaring; neutral when no

associated gas is flared.

[b] Extent of monitoring and reduction of other CO2 emissions.

 Assessment: Negative, when no attempts are made to monitor and reduce CO2 emissions; neutral when

state of the art technology is used to minimize CO2 emissions.

D. Air

1. Level of smog-forming pollutant emissions:
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[a] Extent of monitoring, reduction and elimination of toxic gas emission.

 Assessment: Negative, when no attempts are made to monitor and reduce emissions; neutral when state

of the art technology is used to minimize emissions.

[b] Extent of monitoring and reduction of noise and dust emissions.

 Assessment: Negative, when no attempts are made to monitor and reduce emissions; neutral when state

of the art technology is used to minimize emissions.

E. Quality adjusted water availability

1. Water abstraction rates:

[a] Extent of monitoring and minimization of water abstraction rates.

 Assessment: Negative, when water abstraction is excessive compared to demand and availability; neu-

tral, when abstraction is minimized using state of the art technology and processes. 

[b] Extent of monitoring and maintaining of water levels in relevant water bodies.

 Assessment: negative when no monitoring is done and water levels drop; neutral, when levels are moni-

tored and maintained; positive, when water availability increases (e.g. through catchment protection or

other measures to replenish/increase water availability) in the are of operations.

2. Extent of nutrient and pollutant loading to water bodies:

[a] Systems to monitor and minimize leakages and oil/toxic water spills.

 Assessment: Negative, when no accident response plan is available and measures to minimize risk of

accidents are taken; neutral, when state of the art measures to monitor and mitigate the risk of spills

are taken and accidence response plans are available. 

[b] Safety of dumping of tailings, waste and mud disposal.

 Assessment: Negative, when toxic waste is disposed of in a way that it can penetrate into water bodies

(sea, rivers, aquifers, drinking water sources), otherwise contaminate the environment, animals or

human beings; neutral, when state of the art measures are taken to dump tailings and dispose waste

and mud. 

F. Habitat

1. Conversion of natural habitats to other uses:

[a] Minimization of land use for operations.
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 Assessment: Negative, when more land is used for operations than necessary; neutral, when all

measures are taken to minimize land use for pipeline construction, well pads, processing facilities etc.

[b] Minimization of fragmentation, degradation, vegetation clearance, biodiversity impact,

disruption and pollution to surface water and groundwater systems and flows.

 Assessment: Negative, when unnecessary fragmentation and destruction of habitats is made; neutral,

when fragmentation is minimized, land is renaturated after use and adequate compensatory measures

are taken.

Assessment guidelines for human capital

A. Education and skills

1. Level of resources devoted to all forms of education and training:

[a] Investment in and quality of education, training and skills development for employees.

 Assessment: Negative, when companies don’t properly train their local workforce respective to their task

assignment; neutral, when companies train employees in the area of their assigned tasks; positive when

companies educate and train employees to higher levels of qualification.

[b] Investment in and quality of education, training and skills development for existing and

prospective suppliers.

 Assessment: Neutral, when companies don’t engage in education and training activities of prospective

suppliers; positive when education and training is provided depending on type, extent and sustainability

of engagement.

[c] Investment in and quality of education, training and skills development for the sector in

the value chain (e.g.research, NOC)

 Assessment: Neutral, when companies don’t engage in education and training; positive when education

and training is provided depending on type, extent and sustainability of engagement.

[d] Investment in and quality of education, training and skills development for

communities.

 Assessment: Neutral, when companies don’t engage in education and training activities for communi-

ties; positive when education and training is provided depending on type, extent and sustainability of

engagement.

2. Level of enrollment in post-secondary education:
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[a] Support to public policy development and implementation to promote education.

 Assessment: Negative, when company supports exclusive policies that hinder access to education for cer-

tain societal groups; neutral, when no support is given; positive, when company supports policy reforms

to promote education and research, depending on extent and effectiveness.

B. Health

1. Health impact of industrial activity: 

[a] Level of workplace health and safety: Prevention of diseases due to working conditions,

communicable diseases; access to health care; prevention of accidents. 

 Assessment: Negative, when prevention of accidents and diseases due to working conditions is not suffi-

cient, spread of communicable diseases is not prevented, and access to health care is not provided; neu-

tral, if adequate prevention of accidents (equipment, training, protecting gears) is maintained and health

care provided according to international standards; positive, when health care for workers extends to lev-

els not related to the workplace. 

[b] Provision of decent housing for workers, health and hygiene standards.

 Assessment: Negative, when housing conditions for workers do not meet adequate standards; neutral,

when housing conditions meet standards for health and hygiene.

[c] Monitoring and minimization of health and safety impacts for the local populations

caused by operations (e.g. through emissions, disposal of waste, use of dangerous

chemicals, failure of tailings or dams, transport movements; communicable diseases

through migrant workers);

 Assessment: Negative, when the direct or indirect public health impact of extractive operations on host

communities is not mitigated; neutral, when effects are mitigated.

2. Level of resources devoted to the quality and accessibility of health system.

[a] Extent of support to the provision of health services.

 Assessment: Neutral, if no support is provided; positive, when company engages in health promotion or

the the provision of health care services, depending on extent and effectiveness.

[b] Advancement of medical knowledge.

 Assessment: Neutral, when companies does not engage in the promotion of medical knowledge; positive,

when the company supports the advancement of medical knowledge.
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[c] Support to public policy promoting health services.

 Assessment: Negative, when company supports policies that hinder access to health services in general or

for certain societal groups; neutral, when no support is given; positive, when company supports policy re-

forms to promote access to health services, depending on extent and effectiveness.

Assessment guidelines for social capital

A. Economic equality 

1. Availability of employment and size of informal economy:

[a] Share of national workforce.

 Assessment: Negative, when company does not make use of existing available trained workforce (e.g.

importing lorry drivers); neutral when company occupies all positions possible from the local market;

positive, when measures are taken to maximize national workforce and promote them to management

positions (typically above 85%).

[b] Elimination of discrimination in (ethnic) composition of workforce. 

 Assessment: Negative, when systematic discrimination prevails; neutral in absence of discrimination;

positive, when minorities are explicitly promoted (positive discrimination). 

[c] Payment of decent wages and payment of overtime-working hours.

 Assessment: Negative, when workers are not paid living wages; neutral, when living wages are paid. 

[d] Generation of indirect and induced employment for local and national workers.

 Assessment: Negative, when company procures less in the country than what reasonably could be ex-

pected / what is available locally; neutral, when it sources locally what is possible without particular ef-

forts; positive, when (significant) efforts are made to increase local sourcing and local suppliers. 

[e] Generation of employment in the broader economy. 

 Assessment: Negative, when number of jobs in the wider economy is actively reduced with support of the

company; neutral, when no efforts are made; positive, when efforts are made to create jobs, depending on

extent and effectiveness.

2. Promotion of private businesses:

[a] Support to economic policy reform on national or local level. 

 Assessment: Negative, when company supports policies that hinder local private businesses; neutral,
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when no support is given; positive, when company supports policy reforms to promote local private busi-

nesses,depending on extent and effectiveness.

B. Social equality 

1. Equal opportunity:

[a] Support to revenue management schemes, schemes to smoothen revenue flows or to

channel funds into investment projects. 

 Assessment: Negative, when channeling of revenues to exclusive circles is supported; neutral, when no

measures are taken; positive when support is provided, depending on extent and effectiveness.

[b] Support to the implementation and realization of access to public services.

 Assessment: Negative, when realization is obstructed; neutral, when no measures are taken; positive,

when implementation is supported, depending on extent and effectiveness.

[c] Support to the development of inclusive policies (e.g. PRSP, MDG).

 Assessment: Negative, when exclusive policies are supported; neutral, when no measures are taken; pos-

itive when support is provided, depending on extent and effectiveness.

2. Mediation of social tensions and conflicts.

[a] Information and consultation: Give host communities and local stakeholders the possi-

bility to voice their concerns and express needs and demands regarding the extractive

operations.

 Assessment: Negative, when information and consultation are absent; neutral, when proper information

and consultation is conducted.

[b] Striving for free, prior and informed consent of affected communities to extractive

activities. 

 Assessment: Negative, when no consent is sought or consensus is forced; neutral, when consent is

reached.

[c] Minimization and mitigation of threats to livelihood e.g. through temporary and perma-

nent land acquisition, resulting in poverty, loss of food security, base of income, invol-

untary resettlement). 

 Assessment: Negative, when impact is not mitigated; neutral, when it is; positive, when situation is bet-

ter then before and this is acknowledged by people affected.
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[d] Minimize effect of operations on social cohesion, conflicts between local and migrant

groups. 

 Assessment: Negative, when no measures are taken; neutral, when measures are taken.

[e] Approach towards existing social tensions, conflict, conflict parties (direct and indirect

through employment rules, selection of business partners etc). 

 Assessment: Negative, when company behavior amplifies or escalates or prolongs existing conflicts and

grievances; neutral, when measures are taken and no escalation happens; positive, when company behav-

ior deescalates pre-existing conflicts.

C. Impartiality

1. Effective Administration:

[a] Support of capacity and professionalism of (street level) administration and state

presence. 

 Assessment: Negative, when bureaucratic quality and capacity is undermined; neutral, when no

measures are taken; positive when support is provided, depending on extent and effectiveness.

2. Rule of law:

[a] Promotion of rule of law through effective corporate complaints procedures (accessi-

ble, responsive and based on known rules; balanced composition of settlement body).

 Assessment: Negative, when no complaints procedure is in place and decisions are taken arbitrarily;

neutral, when company have established and functioning complaints procedures; positive, when com-

plaints procedure grow beyond operational issues and addresses wider issues. 

[b] Keeping the security policy and deployment adequate to the thread and make contracts

with public or private security providers public.

 Assessment: Negative, when policy and contracts are not public and/or not adequate; neutral, when

they are public and adequate.

[c] Ensuring security forces are competent and behave human-rights compliant (i.e. re-

strain from harassing people and/or extorting favors, respect the rights of individuals

and employees [freedom of association and peaceful assembly etc]; use of forceuse

force only when strictly necessary and proportional to the threat) and reporting any use

of force.

 Assessment: Negative, when behavior of security forces is non-compliant and company does not inter-
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vene; neutral, when it is compliant.

[d] Fostering the capacity and professionalism of order institutions (e.g. through a) regular

meetings with public security on security and human rights issues; b) advocating for ob-

servance of applicable international law enforcement principles; c) [in cooperation with

others] human rights training and education for public security; d) efforts to strengthen

state institutions to ensure accountability and respect for human rights).

 Assessment: Neutral, when company does maintain at least a regular dialogue on law enforcement re-

lated to security in operation areas; neutral, when company engages in dialogue but not in sensitization

and capacity building; positive, when company engages in capacity building for order institutions, de-

pending on extent and effectiveness.

[e] Promotion of rule of law by supporting access to the judicial system for local people.

 Assessment: Negative, when the company impedes access to justice for individuals; neutral, when the

company does not interfere at all; positive, when the company provides support (directly or through oth-

ers) to legal advise and support in dealing with the justice system.

3. Integrity

[a] Maintaining integrity in contract negotiations so that the contract is balanced and does

not favor one party (revenue sharing, exemptions, lack of flexibility to adapt to chang-

ing circumstances etc).

 Assessment: Negative, when the company capitalizes on its power and information asymmetry; neutral,

when company agrees to a contract that is fair to both sides (in economic, social and environmental

terms).

[b] Maintaining integrity in observance of not only the word but also the spirit of tax laws,

labor laws, environmental laws, environmental management plans and other regulations

during implementation and operations.

 Assessment: Negative, when the company neglects the regulations or undermines its spirit; neutral, when

company respects regulations; positive, when impartial behavior has public visibility and is acknowl-

edged by the population.

[c] Maintaining integrity in lobbying practices for policy development and company regula-

tions in its own favor (e.g. local content requirements, tax and royalties, tax exemptions,

environmental regulations etc).

 Assessment: Negative, when company engages in aggressive lobbying, bribes public officials, capitalizes
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on regulatory capture or exercises otherwise undue pressure; neutral, when company refrains from undue

influence on decision making procedures of the administration.

[d] Promoting integrity by avoiding that government officials and local elites can misuse

their position (e.g. to charge fees from compensation payments) because of company

business practices.

 Assessment: Negative, when the company does not pay attention on unintended side-effects; neutral,

when the company implements procedures that avoid 3rd parties involved misusing their position;

[e] Promoting integrity by advocating against impunity after human rights abuse related to

protection of extractive installations.

 Assessment: Negative, when companies don’t react after human rights abuse of security forces; neutral,

when companies a) record and report credible allegations of human rights abuses by public security in

the areas of operation or any other abuse of position of government officials; b) urge investigation and

that action be taken to prevent any recurrence; c) actively monitor the status of investigations and press

for their proper resolution.

[f] Maintaining integrity by practicing transparency and accountability at the local level and

at the national level.

 Assessment: Negative, when company doesn’t disclose operational data; neutral, when company discloses

operational data relevant at local level (e.g. giving access to data from environmental monitoring and

other relevant operational information) and at the national level (e.g. contract, production data, tax

payment).

[g] Promoting integrity by supporting transparency, anti-corruption and accountability ini-

tiatives along the value chain. 

 Assessment: Negative, when company actively undermines transparency and accountability initiatives;

neutral, when company does neither obstruct nor promote such initiatives; positive, when company active-

ly supports transparency and accountability initiatives in the area of e.g. contract award, access to con-

tract, revenue collection, revenue management, revenue expenditure.

D. Collective action. 

1. Strength of civil society:

[a] Pursue constructive interaction with interest groups in host communities and host

countries.

 Assessment: Negative, when company refuses interaction and cooperation with stakeholders, makes se-

 350



lection or tries to co-opt stakeholders; neutral, when some reasonable level of interaction is established

and practiced; positive, when cooperation is depending on extent and effectiveness.

[b] Fostering participation of civil society in the public (policy) discourse.

 Assessment: Negative when companies push back a proactive role of civil society in the public dialogue;

neutral when company does not intervene; positive, when the company actively supports multiparty sys-

tems, NGO networks or similar.

2. Extent of associational activities: 

[a] Foster associational social, cultural or self-help activities: Negative when companies

push back a proactive role of associational activities. 

 Assessment: Neutral when company does not intervene; positive, when the company actively supports,

NGO networks or similar.

3. Freedom of expression:

[a] Support the diversity and professionalism of independent media through constructive

engagement and/or other support to the sector.

 Assessment: Negative, when company pushes back freedom of association; neutral, when company is

open to media requests; positive when the company actively promotes professionalism of media and/or

conducive framework conditions, depending on extent and effectiveness.
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Annex III: Grading results

The following table presents the detailed results for the research sample per observable

variable. The detailed description of the observable variables and the assessment guidelines are

provided in annex II.

OV number Observable variable r A B C D E F
Physical_A.1.a Investment in transport infrastructure v 0 1 2 1 0 0
Physical_A.1.b Investment in utility infrastructure v 1 0 1 1 0 0
Physical_A.1.c Investment in social infrastructure v 1 1 1 2 0 0
Physical_A.1.d Investment in government and public administration infrastructure v 0 0 0 0 0 0
Natural_A.1.a Strategies and measures to optimize recovery rate m 2 0 -2 -2 -2 0

Natural_B.1.a Deforestation for exploration, site preparation, construction, operation m 0 -1 -2 -2 -2 -2
Natural_B.1.b Reforestation of areas cleared for installations m 0 -2 -2 -2 -2 -2
Natural_B.1.c Reforestation activities not related to operational forest clearance v 0 0 0 0 0 0
Natural_B.1.d Reduction of deforestation beyond operations v 0 0 0 0 0 0
Natural_C.1.a Monitoring, reduction and elimination of gas flaring m 0 -1 -2 -2 -2 -2
Natural_C.1.b Monitoring and reduction of other CO2 emissions m -2 -2 -2 -2 -2 -2
Natural_D.1.a Monitoring, reduction and elimination of toxic gas emission m -1 0 -1 -1 -1 -1
Natural_D.1.b Monitoring and reduction of noise and dust emissions m -1 0 -1 -1 -1 -1
Natural_E.1.a Monitoring and minimization of water abstraction rates m 0 -1 -1 -1 -1 -1
Natural_E.1.b Monitoring and maintaining water levels in relevant water bodies m 0 -1 -1 -1 -1 -1
Natural_E.2.a Systems to monitor and minimize leakages and oil/toxic water spills m -1 -1 -1 -1 -1 -1
Natural_E.2.c Safety of dumping of tailings, waste and mud disposal m -1 -1 -2 -2 -2 -2
Natural_F.1.a Land use for operations m 0 0 -1 -1 -1 -1
Natural_F.1.b Fragmentation and degradation of habitats m 0 -1 -2 -2 -2 -1
Human_A.1.a Training and skills development for employees m 2 2 2 2 2 2
Human_A.1.b Training and skills development for existing and prospective suppliers v 0 0 0 0 0 0
Human_A.1.c Training and skills development for the sector in the value chain v 0 0 1 1 1 0
Human_A.1.d Investment in and quality of education for communities v 0 0 0 0 0 0
Human_A.2.a Public policy development and implementation to promote education v 0 0 0 0 0 0
Human_B.1.a Workplace health and safety m 0 -1 0 0 0 0
Human_B.1.b Decent housing for workers, health and hygiene standards m 0 -2 0 0 0 0
Human_B.1.c Health and safety impacts for the local populations m 0 -2 0 0 0 -2
Human_B.2.a Provision of health services v 1 1 1 2 0 0
Human_B.2.b Advancement of medical knowledge v 0 0 0 0 0 0
Human_B.2.c Public policy promoting health services v 0 0 0 0 0 0
Social_A.1.a Share of national workforce m 0 -1 0 0 0 -1
Social_A.1.b Discrimination in (ethnic) composition of workforce. m -2 0 -2 -2 -2 0
Social_A.1.c Decent wages and remuneration m 0 0 0 0 0 -1
Social_A.1.d Indirect and induced employment for local and national workers. m -1 -1 -1 -1 -1 -1
Social_A.1.e Employment in the broader economy. v 0 0 0 0 0 0
Social_A.2.a Economic policy reform on national or local level. v 0 0 0 0 0 0
Social_B.1.a Rrevenue management schemes v 0 0 0 0 0 0
Social_B.1.b Implementation and realization of access to public services v 0 0 0 0 0 0
Social_B.1.c Support to the development of inclusive policies v 0 0 0 0 0 0
Social_B.2.a Information and consultation m -2 0 -2 -2 -2 -2
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OV number Observable variable r A B C D E F
Social_B.2.b Free, prior and informed consent of affected communities m -2 -2 -2 -2 -2 -2
Social_B.2.c Threats to livelihood m 0 -1 -1 -1 -1 -2
Social_B.2.d Social cohesion, conflicts between local and migrant groups m 0 -2 0 0 0 -1
Social_B.2.e Approach towards existing social tensions, conflict, conflict parties m -1 -1 -1 -1 -1 -1
Social_C.1.a Capacity of (street level) administration and state presence v 0 0 0 0 0 0
Social_C.2.a Corporate complaints procedures m -2 -2 -2 -2 -2 -2
Social_C.2.b Security policy and deployment m -2 -2 -2 -2 -2 -2
Social_C.2.c Security forces behavior m -2 -2 -2 -2 -2 -2
Social_C.2.d Capacity and professionalism of order institutions v -2 -2 -2 -2 -2 -2
Social_C.2.e Access to the judicial system for local people v -2 -2 -2 -2 -2 -2
Social_C.3.a Contract negotiations m -2 -2 -2 -2 -2 -2
Social_C.3.b Observance of laws and regulations m -1 -1 -1 -1 -1 -1
Social_C.3.c Lobbying practices m -2 -2 -2 -2 -2 -2
Social_C.3.d Misuse of public position because of company business practices m -2 -2 -2 -2 -2 -2
Social_C.3.e Impunity following human rights abuse m -2 -2 -2 -2 -2 -2
Social_C.3.f Transparency at the local level and at the national level m -2 -1 -2 -2 -2 -2
Social_C.3.g Transparency, anti-corruption and accountability initiatives v -2 -2 -2 -2 -2 -2
Social_D.1.a Interaction with interest groups m -2 -1 -2 -2 -2 -2
Social_D.1.b Participation of civil society in the public (policy) discourse v 0 0 0 0 0 0
Social_D.2.a Associational social, cultural or self-help activities v 0 0 0 0 0 0
Social_D.3.a Diversity and professionalism of independent media v 0 0 0 0 0 0

Key: 
OV number composition: Physical_A.1.a: Physical: Type of capital; A: Stock component; 1: Flow indicator; a: OV
r: m = OV is mandatory; v = OV is voluntary
A: Ariab; B: Esso Chad; C: WNPOC; D: GNPOC; E: Petrodar; F: CNPCIC

Table 19: Assessment results for sample companies (source: author)

Physical
Capital Natural Capital Human Capital Social Capital

Infra-
structure Recovery Forest CO2 Air Water Habitat Education Health Economic

equality
Social

equality
Impar-
tiality

Collective
action

Ariab 1 2 n.a. 1 1 3 1 3 3 1 1 1 1

Esso 1 2 1 1 3 3 3 3 3 1 1 1 1

WNPOC 1 1 1 1 3 3 1 3 3 1 1 1 1

GNPOC 1 1 1 1 3 3 1 3 3 1 1 1 1

Petrodar 1 1 1 1 3 3 1 99 99 1 1 1 1

CNPCIC 1 99 1 1 3 3 1 99 99 1 1 1 1

Key: 
1: opportunistic approach; 2: Strategic approach; 3: institutionalized approach; n.a.: not applicable; 99: no basis for grading 
available 

Table 20: Management approach (source: author)
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Annex IV: List of interviewees

Country Location First Name Family Name Function Organization
Chad Bebija Urban Moyombaye Supervisor GRAMP

Group de Recherches 
Alternatives et de Monitoring 
du Projet Pétrole Tchad

Chad Bousso Emmanuel Tolrommadengar 
Nadjilengar

Volunteer CPPN
Commission Permanente de 
Petrole N’djamena

Chad Bousso Prefect Prefect Prefecture de Bousso
Chad Diriti Mathieu Ngarnadgial Chef de Village
Chad Diriti Security Guards Guards ASEC Ltd
Chad Doba Makobeye Moussatangar Coordinateur Régional 

des Programmes
ASTEF, Association Tchadi-
enne pour le bien etre familial

Chad Doba Michele Russo Cleric Bishop, Comboni Congrega-
tion Catholic Church of Chad

Chad Komé Service Naingar Responsible Centre Santé
Komé

Ministry of Health

Chad Koud-alwa Chefs de Canton Chefs de Canton
Chad Moundou Nadji Nelembaye Coordinateur CPPL, Commission Perma-

nente de Pétrole Locale
Chad N'djamena François Dingames Coordinator Maison de la Presse
Chad N'djamena Blaise Djiadoum Journalist Radio FM Liberté
Chad N'djamena Marie Lassem Coordinatrice APLFT
Chad N'djamena Mahmat Ahmed Masri Head Community 

Relations
CNPCIC

Chad N'djamena Gilbert Maoundonodji Coordinator GRAMP
Group de Recherches 
Alternatives et de Monitoring 
du Projet Pétrole Tchad

Chad N'djamena Rachel Mbainda Conseil économique 
social et culturel

Government of Chad

Chad N'djamena Rimtebaye Nasingar Coordinator CPPN, Commission 
Permanente de Pétrole de 
N'damena

Chad N'djamena Bambé Naygotimti Chargé d' études CEFOD
Centre d’étude et de forma-
tion pour le development

Chad N'djamena Jean Ngamine Coordinator Caritas
Chad N'djamena Olivier Ngardouel Country Director Swissaid
Chad N'djamena Dr. Tehimian Conseil économique 

social et culturel
Government of Chad

Chad N'djamena Wei Yu Head HSSE CNPCIC
Chad Ronier Hassan Achir Abdraban Mechanic / job seeker
Chad Ronier Abdallah Bachier Former CNPCI worker
Chad Ronier Michael Cosey Head Security CNPCIC
Chad Ronier Habsita Machmedi Wife of CNPCI employee
Chad Ronier Chauffeur CNPCIC
France Paris Dominique Delorme Director La Mancha Areva
Germany Stuttgart Klaus Stieglitz Sudan Referent Sign of Hope
Sudan Juba Gadkuoth Duop Kuich Chairman SOHAS, Sudan Oil Human 

Security Initiative
Sudan Juba Francis Mila General Manager 

South Operations
Total S.A.

Sudan Juba Leben Nelson Moro Assistant Professor University of Juba
Sudan Juba James Ninrew Reverend Community representative
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Country Location First Name Family Name Function Organization
Sudan Juba Isaac Yak Tutdel Legal Secretary Ministry of Petroleum
Sudan Khartoum Elkheir Ali Abdallah Osman Civil & Structural Engineer WNPOC
Sudan Khartoum Abuagla Abusin Head HSE Sudapet
Sudan Khartoum Dr. Hassan El Haj Ahmed Dean Faculty of Economic

and Social Studies
University of Khartoum

Sudan Khartoum Fadil Nair Ahmed Section Head Community 
Development, Security 
Department

GNPOC

Sudan Khartoum Yousif Al-Sammani General Director GRAS
Geological Research 
Authority

Sudan Khartoum Prof Ali Abdallah Ali Economic Advisor Khartoum Stock Exchange
Sudan Khartoum Dr. Hassan Abdel Ati Director National Civic Forum
Sudan Khartoum Dr. Marial Awour State Minister Ministry of Finance and 

Economic Planning
Sudan Khartoum Dr. Mohammed Babiker Secion Head Community 

Development
WNPOC

Sudan Khartoum Dr. Hassem Beshir Oil Engineer University of Khartoum
Sudan Khartoum Robin Bonvey Country Director UNEP
Sudan Khartoum Bob Brownlee Manager Health, Safety & 

Environment
Calfrac Well Services Ltd, 
formerly Talisman Sudan

Sudan Khartoum Dr. Lual Acuek Deng Minister Ministry of Petroleum
Sudan Khartoum Hafiz Ismail 

Mohammed 
Ebrahim Director Justice Africa Sudan

Sudan Khartoum Dr. Husameldin Elnasri Section Head WNPOC
Sudan Khartoum Tarig Abdrahman Elzain Project Manager, 

Community Development, 
Security Department

GNPOC

Sudan Khartoum Dr Elfathih Abdalla Farah HSE Department GNPOC
Sudan Khartoum Mohamed Abu Fatima Director Ariab Mining
Sudan Khartoum Deia Eldin Osman Hagahmed Head Environment, 

HSE Department
Petrodar

Sudan Khartoum Entisar Hamaedin Lecturer Institute of 
African and Asian Studies

University of Khartoum

Sudan Khartoum Abdallah Ibrahim Deputy Director Revenue 
Department

Ministry of Finance

Sudan Khartoum Dr. Mohammed Imad Chekel Manager Community 
Development

WNPOC

Sudan Khartoum Dr. Noureldin Maglad Professor of Economics University of Khartoum
Sudan Khartoum Lena Mahgoub CSR manager Dal Group,

former UNGC coordinator
Sudan Khartoum Prof. Asim Moghraby Limnologist and 

Environmentalist
SECS, Sudanese Environ-
mental Conservation Society

Sudan Khartoum Mohamed Musa Mohamed Section Head 
Environment

GNPOC

Sudan Khartoum Elhadi Monsour PhD student in 
Anthropology

University of Khartoum

Sudan Khartoum Ilham Naseem Research Manager Sudanese Business 
Federation

Sudan Khartoum Mutasim Beshir Nimir HCENR, Higher Council 
for Environment and 
Natural Resources 

Ministry of Environment
Vice President SECS

Sudan Khartoum Salah Eldin Ali 
Mohamed 

Nour Director Environment, 
Directorate for Environ-
ment and Safety 

SPC, Sudanese Petroleum 
Corporation

Sudan Khartoum Dr. Hamid Omer Geologist Hydrotech Consult
Sudan Khartoum Abdallah Khalid Saad Section Head Training and

Development, 
HR Department

GNPOC
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Country Location First Name Family Name Function Organization
Sudan Khartoum Dr Saif Health Services GNPOC
Sudan Khartoum Kamal Saleim General Manager Oceans Altakamul
Sudan Khartoum Dr. Osman 

Abdallah
Satti Director, Directorate for 

Environment and Safety 
SPC, Sudanese Petroleum 
Corporation

Sudan Khartoum Al Sham Labor Statistics Ministry of Labor
Sudan Khartoum Jean-Pierre Sierak Vice-Director Ariab Mining
Sudan Khartoum Odd Skontorp Senior Petroleum Advisor,

Oil for Development 
Program

Royal Norwegian Embassy

Sudan Khartoum Thomas Stephenson General Manager DAL Group
Sudan Khartoum Alfatih Yousif Tamin Section Head Safety, 

HSE Department
GNPOC

Sudan Khartoum Mohi Eldin Tohamy Consultant
Sudan Khartoum Richard Yata Journalist Radio Miraya
Sudan Khartoum Hatim Younis Community Development WNPOC
Sudan Port Sudan Adaroub Former police officer Retired
Sudan Port Sudan Dr. Taha Eltahir Bedawi SECS-RSS 
Sudan Port Sudan Aboamna Hashim Consultant
Sudan Port Sudan Mohamed Hashim Beja Leader
Sudan Port Sudan Odis Ahmed Ali Imar Beja Leader
Sudan Port Sudan Amna Osman Director Abu Hadia Society for 

Women and Community 
Development

Sudan Port Sudan Musa Hamed Shiek Beja Mining Community
Sudan Port Sudan Abdallah Shingri NGO
Sudan Port Sudan Ali Mohamed Tiher Omda 

(Traditional Beja Judge)
Switzerland Bern Frank Haupt Chad desk officer Swissaid
Switzerland Bern Julian Hottinger Mediator Federal Department of 

Foreign Affairs
Switzerland Bern Lorenz Kummer Natural resource specialist Swissaid
Switzerland Geneva Christine Batruch Head CSR Lundin Petroleum
Switzerland Geneva John Ukec Lueth Ukec Ambassador Permanent Mission of the 

Sudan to the UN Office
Switzerland Zürich Ruedi Küng Journalist InfoAfrica
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