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Introduction
Over the past twenty years an irrefutable shift in the oil industry has occurred—the shift to Corporate Social Responsibility (CSR).
 The purpose of this paper is to analyze the motivation behind this shift and determine if these CSR practices are genuine. In other words, does the adoption of CSR denote a tangible change in the way oil companies operate, or is it merely an elaborate public relations exercise?  To answer this question, the paper analyzes the motivation behind the shift to CSR through a case study analysis of four major events in the oil industry and their ensuing effects (or lack thereof) regarding CSR.  These events include the Exxon Valdez Oil Spill, The Piper Alpha Disaster, Shell’s societal failures in the mid-1990s, and BP’s profitable use of CSR in the late 1990s and early 2000s. 

Additionally, the ethical proclivities associated with CSR have been analyzed to determine what, if any, effect ethics has on profits. The main point here is that ethics may not be overtly profitable, but unethical behavior is certainly costly.
 This has led oil companies to shift from ethical behavior to perceived ethical behavior via the public relations quick fix—a façade of public relations that does not actually change the way oil companies operate. 

Finally, the current corporate culture of the oil industry has been analyzed at length, thus evaluating the supposed CSR changes of the past 20 years.  Evidence suggests the current oil industry fails to effectively meet its economic, social, and environmental responsibilities.  Collectively, the results of these analyses tend to show that today’s “socially responsible oil company” is, despite a number of noteworthy developments, by and large a contradiction in terms.
Background
“. . . there is one and only one social responsibility of business—to use its resources and engage in activities designed to increase its profits so long as it stays within the rules of the game. . .”

—Milton Friedman, Nobel Laureate in Economics


This observation, made famous by an article in the Sept. 13, 1970 edition of The New York Times Magazine, argued that business need only be concerned with benefiting the owners of the company.  Friedman goes on to elaborate, stating the “rules of the game” consist of the “basic rules of the society,” meaning the rules of both law and ethical custom.
 

But what happens when a company bends the so-called “rules of the game”?  What are the consequences if the rules are unenforceable?  Moreover, what ramifications exist when the game is lacking rules altogether?  Is it not true that companies should be obligated to maximize their positive impact and minimize their negative impact on society?  After all, it is society that gave life to the corporation in the first place, empowering it with vast legal protection and influence. 

  The problem, of course, is that law and ethics are inherently complex.  No doubt, the law is subject to interpretation.  Now, add to that the challenge of globalization—law varies from country to country.  Indeed, international law and issues of jurisdiction are, at times, indefinite. Likewise, ethical customs can, and do, differ from country to country.
  Unequivocally then, the rules are not always clear.  

One thing, however, is clear.  Business is not a game; rather, it is a necessity of the global economy.  It is the veritable fuel of society.  Generally speaking, free market economies guided by Adam Smith’s venerable “invisible hand” are the ideal way to organize economic activity.
 This is rightfully so, considering businesses in market economies enhance the quality of life for billions of people around the world. But, as a significant caveat, business also has the potential to decrease the quality of life.  To elaborate, business is subject to disconcerting issues like fraud, negligence, and negative externalities—instances of business not following the rules of the game.  For example, pollution is a form of inefficiency in production.  This inefficiency creates negative externalities that businesses have, until recently, been able to displace onto society.

While the main social responsibility of business may be to increase profit, as Milton Friedman contended, one cannot overlook the importance of how a business conducts itself in the context of the “rules of the game.”  Businesses must obey the law, but at the same time, businesses should act ethically in the absence of set laws and mitigate any damages caused by their actions—both socially and environmentally.  This triple bottom line—economic, social, and environmental—forms the basis of what is broadly termed corporate social responsibility.

The oil industry in particular has been especially prone to fraud, negligence, and negative externalities. The nature of this economic behemoth has easily lent itself to problematic situations. Due to scarcity, oil companies must extract oil wherever it is available, leading to a global environment in which these companies conduct business. With this comes great risk to the triple bottom line. Economic risks include illegal and unethical practices, such as overstating earnings and oil reserves. Short term environmental risks include hazards such as oil spills and improperly disposing of excess natural gas, a byproduct of oil extraction. In the long term, the environmental aspect takes on a new angle when considering the effects of carbon emissions and global warming. Finally, social risks include poorly paid labor, inadequately maintained equipment, and the very real threat to indigenous peoples being displaced and even killed.  

Oil companies have come to the realization that some action must be taken in order to alleviate these risks. Consequently, over the course of the past 20 years oil companies have gradually turned to Corporate Social Responsibility (CSR) to achieve this end.   In fact, the Journal of Land Resources and Environmental Law has noted three transformational trends in the industry: 1) the concept of a social license to operate; 2) corporate responsibility; and 3) cross-disciplinary collaborative problem-solving systems focusing on cost control and value creation.

Literally every major oil company now has some statement on its website touting its stance on CSR. For example, upon entering Shell’s website one is greeted with a reassuring message stating Shell’s commitment to “meet the world's growing demand for energy in economically, environmentally and socially responsible ways.”
  Indeed, oil companies are now plowing billions of dollars into cleaner, alternative energy sources. For example, BP plans to invest $8 billion in alternative energies like solar, wind, and hydrogen power.
  Additionally, oil companies are commended for their practices regarding CSR.  Major oil companies like BP, Shell, and Exxon are lauded for their eco-friendly, socially conscious sustainability reports.

The point of this paper is not to dispute the presence of CSR in oil companies.  The fact remains that CSR has become a major part of the industry. Rather, the purpose is to analyze the oil industry’s shift to CSR and determine if that CSR is genuine. In other words, does the adoption of CSR denote a tangible change in the way oil companies operate, or is it merely an elaborate public relations exercise? To answer this question, the paper will analyze the motivation behind the shift to CSR through a case study analysis of four major events in the oil industry and their ensuing effects (or lack thereof) regarding CSR. Additionally, the ethical proclivities associated with CSR will be analyzed to determine what, if any, effect ethics has on profits. Next, the role of public relations will be examined, determining the extent societal opinion has in the oil industry’s implementation of CSR. Finally, the current corporate culture of the oil industry will be analyzed at length, thus evaluating the supposed CSR changes of the past 20 years.  Collectively, the results of these analyses tend to show that today’s “socially responsible oil company” is, despite a number of noteworthy developments, not nearly as responsible as it would have the public believe.
Identifying the Need for Corporate Social Responsibility at Home and Abroad


Strategic Management defines CSR as “the expectation that business or individuals will strive to improve the overall welfare of society.”
  In the context of business, “managers must take active steps to make society better by virtue of the business being in existence.”
  Overall, companies need to consider the needs of the community at large.  
As of 2001, 51 of the 100 leading economies in the world were private companies—not states.
 Clearly then, corporations are central players on the global stage.  The United Nations-endorsed book, Responsibility in World Business, notes that “with such power comes responsibility,” especially when conducting business in multiple countries.
 

Globalization requires that companies be particularly aware of their social and environmental responsibilities.  While laws and ethical norms may vary, companies should strive to act as good corporate citizens.  This does not always mean simply adhering to the bare minimum required by law.  Business in an industrialized nation with a set democracy differs greatly from business in a third-world, “corruption-ridden” country headed by a military regime.
 

In a country like the U.S., which has an Environmental Protection Agency and various federal statutes protecting the environment, oil companies’ efforts to follow the minimum standard required by law would be acceptable, if only passable.  However, in a developing country such as Nigeria, which lacks the laws necessary to protect the environment, following the minimum laws put forth would fall far short of standards in the rest of the world.
  Doing so would, without doubt, harm not only the environment, but the country’s citizens by means of ruined crops and polluted drinking water. 

Important to note, however, is the possibility of companies distorting their image through public relations.  Companies can use public relations to serve as a “wordy cover-up for a reality where not much is being done.”
  An integral facet of the socially responsible company is that the company should not need to over publicize its good works.  The socially responsible company ought not to “have an entire division writing up CSR slogans and nurturing relationships with NGOs (Non-Governmental Organizations) while business goes on as usual in other departments.”
  Companies should not simply play the part of CSR.

Acting as a good corporate citizen is very straightforward; companies should, at the very least, follow an “ethical bottom-line.” According to the United Nations suggestions in Responsibility in World Business, that bottom-line means companies are “responsible for the actual harm [they] cause or contribute to, no matter where [they] operate.”
  In every action the socially responsible company takes, two questions should be asked: “[w]hat is the potential impact of our operations on people and the environment?” and “[i]f some degree of harm is unavoidable, what measures [can be taken] to minimize it?”

Case Study #1: The Exxon Valdez Oil Spill

The first case study in this analysis is the largest oil disaster in U.S. history, spilling more than 11 million gallons of crude oil off the coast of Alaska.  The incident occurred slightly after midnight, March 24, 1989, when the oil tanker Exxon Valdez smashed into Bligh Reef in Prince William Sound, Alaska.  A disaster of vast magnitude, the spill “tested the abilities of local, national, and industrial organizations.”
  The spill’s location—accessible only by boat and helicopter—further compounded the cleanup process. 










Joseph Hazelwood, who suffered from a history of alcohol abuse, was the captain of the Exxon Valdez.  Hazelwood was accused of being drunk at the time of the incident; however, at trial he was acquitted of this charge. Ultimately, Hazelwood was convicted of a misdemeanor charge of negligent discharge of oil.  As a result, he was fined $50,000 and sentenced to 1,000 hours of community service.






Not simply a tragedy for the environment, the oil spill created a major risk to the area food chain supporting the Alaskan fishing industry.  Additionally, many species of animals were threatened, including ten million migratory shore birds and waterfowl, hundreds of sea otters, porpoises and sea lions, and several varieties of whales.


The U.S. Coast Guard took control of all clean-up related operations, since the spill took place in navigable, open waters.  Closing the port of Valdez to all travel was the first logical course of action. After a swift investigation to assess damages, the Alaska Regional Response Team was organized, and the National Response Team was activated soon after. The organization Alyeska represented the major oil companies in Valdez.  The organization assumed responsibility for cleanup operations at first, as set forth in contingency plans. Alyeska operated an emergency communications center in Valdez quickly after the spill and established a second operations center in Anchorage.
 


Quickly realizing Alyeska’s efforts would fall woefully short, the Coast Guard took it upon itself to aid in the cleanup process. Soon personnel from other federal agencies arrived to help as well.  According to the EPA, three methods were tried in efforts to clean up the spill: burning, mechanical cleanup, and chemical dispersants.  Fortunately, swift action was taken in order to preserve “sensitive” areas early in the cleanup process. Each area was prioritized according to its measure of cleanup. For example, seal pupping areas and fish hatcheries were ranked highest, and such areas received special cleaning methods. In spite of the efforts taken to prioritize cleanup, the EPA admits that animal rescue was a protracted process. The EPA goes on to elaborate, stating “through direct contact with oil or because of a loss of food resources, many birds and mammals died.”
  Clearly then, the spill’s impact on wildlife was overwhelming.

Overall, the effects of the Exxon Valdez spill have had a significant impact on the way oil companies implement CSR.  One way in which oil companies are using CSR is purely by government mandate. For instance, in the aftermath of the Exxon Valdez incident, Congress passed the Oil Pollution Act of 1990. The Act “required the Coast Guard to strengthen its regulations on oil tank vessels and oil tank owners and operators.”
 Additionally, the Act created the national Oil Spill Liability Trust Fund, which provides up to one billion dollars per oil spill incident.  As a result, current oil tank hulls offer improved protection from oil spills, and communication between tanker captains and traffic centers have been enhanced, thus allowing for more reliable sailing practices.
  It should be noted, however, that the U.S. government recommended the Act assign damages “on the subjective value that people assign to an injured area.”
  Hence, the creation of the Oil Pollution Act of 1990 has not been without controversy.


Non-Governmental Organizations, too, have been inspired by the Exxon Valdez disaster to implement action. For example, the Social Investment Forum, a Washington, DC based organization with the intent of promoting socially responsibly investing, set up the Valdez Principles.  With a membership of over 600 investment professionals and institutions, the Social Investment Forum used the Valdez Principles as a system of environmental practice after Exxon-Valdez.
 






The Valdez Principles are now administered by the Coalition for Environmentally Responsible Economies (CERES), and have become integral in the transparency of corporate practices.
 The principles address specific issues such as protection of the biosphere, sustainable use of natural resources, reduction of waste, energy conservation, and public communications. The final principle is concerned with reporting, and it has become one of CERES’s most significant contributions to CSR. Endorsing corporations must agree to the following statement:






“We will conduct an annual self-evaluation of our progress in implementing these principles. We will support the timely creation of generally accepted environmental audit procedures. We will annually complete the CERES report which will be made available to the public.”
 








Despite the disaster caused by the Exxon Valdez oil spill, much good has come from the heightened awareness of both governmental and non-governmental organizations.  As a direct result, oil companies must comply with stricter safety measures in their transportation of oil.

Case Study #2: Occidental and the Piper Alpha Disaster

“Eleven and a half miles of eighteen-inch-diameter gas pipeline started to release hydrocarbon gas at a pressure of 1,800 p.s.i. The effects were devastating. A fireball shot out from below the center of the jacket, enveloped the platform, and rose to a height of some 700 feet. The roar was blood-curdling and it did not stop for the next four hours.”

—Ed Punchard, one of the few survivors of the Piper Alpha Disaster


The purpose of Case Study #2 is to serve as a foil for Case Study #1.  That is to say, Case Study #2 will show how a huge disaster in the oil industry can, in fact, have a very minimal effect on CSR.  This minimal effect is a direct result of the favorable, not to mention extremely forgiving, corporate climate of the time.


Twenty years ago, what has been termed “the world’s worst offshore oil disaster” occurred.
  Occidental Petroleum owned the Piper Alpha oil production platform, which was located off the coast of Northern Scotland in the North Sea.  The platform first produced oil in 1976, and Piper Alpha itself was connected to surrounding oil production platforms, thus “providing a junction box for the onward export of hydrocarbons.”
  Engulfed in a conflagration of fire and explosions on the evening of July 6, 1988, the Piper Alpha was completely destroyed.


How could something like this happen?  Experts believe the cause of the Piper Alpha Disaster can be linked to a cloud of gas condensate, a byproduct of oil extraction, which had been ignited.  The exact cause of ignition remains unknown.  An investigation revealed the crew had started an alternative maintenance pump after one key pump had been removed.  Ultimately, the new pump also failed to operate correctly, resulting in the initial explosion at 10:00 P.M.


Two more explosions were created by the large crude oil fire from the first explosion.  At this point in time, “large sections of the Piper Alpha’s topsides began to disintegrate and fall into the sea.”
  In spite of the inferno taking place on the Piper Alpha, the connected oil platforms did not cease their exportation of gas and oil.  Consequently, this added gas and oil served as the perfect fuel for the carnage taking place on the Piper Alpha.  According to an official inquiry into the case, managers of the Piper Alpha were “reluctant to take responsibility for shutting down oil production.”
  In other words, Occidental’s primary concern was not for the hundreds of workers atop the Piper Alpha. Rather, Occidental cared only about lost profits which would inevitably result from a production stoppage.

At the onset of the Piper Alpha disaster, each and every emergency system onboard proved insufficient.  Part of the problem was that the first explosion completely disabled the control room, thus effectively rendering the main communications systems inoperable.  Moreover, the water deluge system had been “out of commission for several months” and was thus inoperable.


Many workers headed toward the galley area, as was recommended in emergency situations.  Unfortunately, the smoke and flames engulfing this area made the planned mode of evacuation—by helicopter and lifeboat—out of the question. Panic soon set in, as men were “forced to crawl along the floor to escape the smoke, using wet towels to assist their breathing.
 The few survivors ignored the company suggestion to wait for extraction, “realiz[ing] that to remain on the platform was to face certain death.”
 A total of 167 employees perished that night.


The astonishing truth about the Piper Alpha disaster was the utter lack of corporate accountability, not to mention the overall lack of influence on CSR.  Occidental’s reaction to Piper Alpha is a case of corporate denial, with managers unwilling to acknowledge any responsibility. Glen Shurtz, chairman of Occidental Petroleum contended, “[w]e have always practiced the management of safety. Offshore it’s our number one priority.” Management “steadfastly refused to take part in any public debate on the causes of the disaster or subsequent criticism” of its safety procedures.
 

Matthias Beck, a research professor in risk management at Glasgow Caledonian 

University, noted the following:

Occidental, even before the Piper Alpha disaster, was not a company with a pristine safety record. On the contrary, in 1984 it had narrowly escaped a near disaster that required a mass evacuation of its platform. In 1987, it experienced a fatal incident caused by key factors that were present in the later disaster. The company had failed to learn from its mistakes, even though it was fined on a number of occasions prior to the Piper Alpha explosion.

Following an official account of the catastrophe, the Scottish newspaper the Daily Record posted two words on its headline, “CHARGE THEM!”
  However, in a disappointing example of how the judiciary viewed European oil disasters, Occidental suffered no penalty for their negligence in the Piper Alpha disaster. Peter Fraser, the Lord Advocate and Scotland’s chief legal officer, believed that “public interest would not be served by a prosecution.”
  Indeed, this attitude was the very opposite of the public interest at the time.


Fraser, no doubt, has been rewarded for his role in choosing not to prosecute Occidental.  Fraser served as Scotland’s minister of energy and also had a number of ties to Big Oil.
  The failure of management to act in the best interest of its employees was the prevailing cause of the Piper Alpha disaster.  However, in the U.K. an underlying public sentiment of the legal system as “a veil where corporate negligence would go unpunished” was further bolstered by Fraser’s inaction.
 


Not only did Occidental suffer no penalty, but the company was also given support by the British government.  This support came by way of Petroleum Revenue Tax Relief culminating in a new multi-million dollar oil production platform, the Piper Bravo.  The platform was funded in large part by taxpayer money.
  As can be seen, the Piper Alpha disaster illustrates how a company, if given the right legal framework, can get away with what amounts to corporate manslaughter in the pursuit of profit.

Today, Occidental, like every other major oil company, has a section of its website devoted to CSR.  The first paragraph of their report reads, “At Oxy, social responsibility is a core value – a hallmark of good management and an indispensable part of our success”
 Interestingly, a search for Piper Alpha in Occidental’s extensive internet database reveals no matching search results.

Case Study #3: Shell’s Human Rights Violations in Nigeria
“We have woken up to find our lands devastated by agents of death called oil companies. Our atmosphere has been totally polluted, our lands degraded, our waters contaminated, our trees poisoned, so much so that our flora and fauna have virtually disappeared. We are asking for the restoration of our environment.” 

—Garrick Leton, a leader in the Movement for the Survival of the Ogoni People (MOSOP) on the reasons behind their peaceful protests against Shell Oil

Shell’s presence in Nigeria in the mid-1990s provides the perfect example of an oil company doing as it pleases in a country lacking Friedman’s “rules of the game.”  Nigeria is the 10th largest oil producer, pumping out nearly 3 million barrels each day.  Needless to say, Nigeria’s economy is, to a large extent, oil dependent. At least 65% of its GDP comes from oil.
  Nigeria is also the most densely inhabited country in Africa.  It consists of over 130 million people, 55 percent of which comprise a rural demographic.
  The Ogoni tribe is one such faction of that rural demographic.


Residing in a just over 400 square miles of coastal plains in the Niger Delta, the 500,000 Ogoni people make their living, subsisting largely upon agriculture and fishing.
  Shell’s effect on Ogoni land has been devastating, and Shell has shown only a desultory amount of concern for not only the people, but the environment in which it operates.  While pursuing oil operations, Shell has legally occupied Ogoni villages and has installed oil pipelines on their farms and in their backyards—all thanks to the Land Use Act, passed in 1978 under the Olusegun Obasanjo military regime, which allows land for oil operations to be appropriated for use by multinational corporations.

According to a report by the World Bank cited in Responsibility in World Business, Shell’s “oil activities have undoubtedly caused significant and extensive environmental degradation in the Niger Delta region.”
  Flaring, the cheapest way to dispose of unwanted natural gas in oil extraction, is the most significant problem from Shell’s operations in Nigeria.


The rate of flaring in Nigeria is markedly higher than that of any other country exporting oil. For example, flaring constitutes 76% of all excess natural gas disposal in Nigeria, as opposed to 20% in Saudi Arabia, 5% in Mexico, 1.5% in the former Soviet Union, and 0.6% in the United States.
  Flaring is detrimental to the environment in a number of ways, but most significantly it adds vast quantities of carbon dioxide and methane into the atmosphere, thus directly contributing to global warming.  Furthermore, flaring is a known cause of acid rain.

These gas flares, which burn 24 hours a day, are a constant problem for the Ogoni people. According to Al Gedicks, sociology professor at the University of Wisconsin, “the intense heat and gases that are released from these flares affect nearby homes, destroy food crops, and render surrounding farmlands barren and wasted . . . the gaseous hydrocarbons are known hazards to life.”
  As previously mentioned, the process of flaring produces acid rain. This, in turn, ultimately denies the Ogoni people drinkable rainwater and severely stunts crop growth. Because of the Ogoni’s direct dependence on the land, these harmful effects are all the more destructive. Other more environmentally friendly options for disposing of natural gas exist.  Flaring, however, is by far the cheapest method. 

Laws exist in industrialized nations which limit the amount of flaring an oil company can implement.  Nigeria, however, does not have these laws.  A U.S. delegation to the Niger Delta met with a Shell public relations official who denied that the Ogoni were even harmed by the constant flaring. This Shell official, who was not named, even went so far to claim the Ogoni used the flares to dry various foodstuffs and therefore benefited from the flares.
 

Flaring aside, the next critical problem the Ogoni people face comes from oil spills, which are another major cause of the environmental destruction of Ogoni land.  Shell has failed to adequately maintain their oil pipelines. For example, a 1992 pipeline breach completely destroyed a river, spilling oil for one week.  That river, in the Ogoni village of Botem, provided the only source of drinking water for the village. Life in the stream has all but ceased to exist, and the many farmlands that were fed by the river have since been labeled biological dead zones.

Shell has reason to avoid quickly cleaning up oil spills—the Nigerian government does not require it.  Despite the known corrosion and poor maintenance of the pipeline, Shell officials claim the pipelines are being sabotaged.  Thus, they are able to take their time in reacting to spills.  Forty percent of Shell oil spills happen in the Niger Delta region.  To put that in perspective, oil spills in the Niger Delta constitute three times more spillage than in any other of Shell’s operations outside Nigeria.


The Ogoni people have considered Shell’s presence a direct assault on not only their way of life, but their very right to life.  In the early 1990s, Ogoni communities began to stage peaceful protests.  Shell, which has been accused of entering into collusion with the Nigerian government, requested the assistance of the notorious Nigerian “Mobile Police” to take care of this problem.  Shell further provided the military with weapons, vehicles, and boats, in what one Shell scientist called “the militarization of commerce.”
 A slaughter ensued.  Over 100 people were killed, and houses were pillaged and subsequently burned to the ground.  According to Human Rights Watch, virtually every Ogoni community has been targeted by Nigerian forces for their involvement in protests against Shell.

Ogoni leaders, however, have not backed down.  After Shell began oil extraction on Ogoni land, the Movement for the Survival of the Ogoni People (MOSOP) was formed as an answer to the environmental degradation.  Ken Saro-Wiwa, an Ogoni leader and human rights activist, started MOSOP by forming an “Ogoni Bill of Rights” which was presented to the Nigerian government.  The main thrust of the bill focused on “political control of Ogoni affairs by Ogoni people; the right to the control and use of a fair proportion of Ogoni economic resources for Ogoni development; adequate representation in all Nigerian national institutions, and the right to protect the Ogoni environment and ecology from further degradation”
  MOSOP went on to charge Shell with genocide of the Ogoni people.  So significant was the Ogoni/Shell dispute that the Ogoni people’s condition was presented to the 1992 United Nations Commission on Human Rights.  As a result, the United Nations issued a statement condemning the actions taken by both Nigeria and Shell against the Ogoni people.

The Nigerian government responded to MOSOP with even more alarming actions after the United Nations story broke.  An Ogoni task force was specifically created by the Nigerian government to deal with the protestors. The Rivers State Internal Security Force, as it was called, employed military rule over the Ogoni region. This military presence has produced grave consequences, “resulting in the deaths of over 2,000 unarmed civilians and the destruction of 37 villages” and leading to the internal displacement of some 30,000 Ogoni people.
 The clash between the military and the Ogoni people was so intense that Shell was forced to cease oil production in the Ogoni region.

Ken Saro-Wiwa was considered a threat by the Nigerian government, which subsequently fabricated false charges against him and eight of his MOSOP associates.  Saro-Wiwa and his associates were charged with, and convicted of, conspiracy to commit murder.  Every independent witness of the military trial considered it illegal and grossly unfair.
  Evidence has since come forth confirming that the only two witnesses who gave testimony against Saro-Wiwa and his associates were, in fact, bribed to do so.  Despite worldwide outrage over the trial, including an appeal from Nelson Mandela, the Nigerian military regime hanged Saro-Wiwa and his eight associates in November 1995.
 According to Peter Schwartz, chairman of Global Business Network and former Shell scenario planner, protests against the oil company “broke out around the world” and “human rights activists accused the company of supporting the well-documented abusive practices of the Nigerian security forces and failing to use its leverage with the government to overturn the death sentences [of the MOSOP leaders].”
  Shell’s devastating presence in Nigeria and cooperation with its corrupt military regime ignited a firestorm of worldwide contempt.

Shell’s Response to Nigeria—Outsourcing CSR


The key catalyst for change appeared when Shell suffered the economic losses resulting from the poor publicity of their Nigeria operations. Further driving the need for change, public opinion polls conducted by Shell’s own officials found the company to be worse than average in many areas including environmental and human rights.  The polls also showed that it was not only the general public who believed Shell had major shortcomings.  Experts, too, noted Shell’s severe deficiencies in the environmental and social spheres.


Desperate to revive its reputation, Shell took measures to assuage shareholder fears.  For example, Shell has offered to clean up the oil spills on Ogoni land and phase out the use of regular flaring at all Nigerian sites.
  Beginning in 1996, Shell “undertook a major review of its values and business principles.”
  Such a review was necessary and considered by many to be long overdue.  Although brand value concerns were a primary motivator, the oil company was also leery of having liabilities in environmental and social sectors—issues Shell had generally overlooked.

Arguably its biggest change, Shell hired the consultancy group SustainAbility to engage in a “massive public relations campaign to advertise its new ‘open’ approach to listening to stakeholders”
 In effect, Shell was able to outsource CSR. The first CSR movement instilled by SustainAbility was to focus on transparency.  Shell would now report health, safety, and environment performance information.  This information was then analyzed to determine if it met Shell’s self-imposed targets for reducing Shell’s environmental impact.


The second CSR movement employed by Shell and SustainAbility focused on the stakeholders.  Primarily an advertising campaign, the stakeholder efforts were directed at society in general.  Its purpose was to inform the public of Shell’s new environmental and societal standards.  Furthermore, the campaign used the transparency of externally reporting performance in relation to self-imposed standards as an attempt to avert criticism.


Environmental marketing, or green marketing as it is sometimes called, played an integral role in SustainAbility’s efforts to clean up Shell’s image.  One set of advertisements appeared in The Economist as well as the London Financial Times. The advertisements are “clearly aimed at leaders in opinion-making and those deciding whether to invest in Shell shares.”
  The advertisements are analyzed in detail:

[t]hese advertisements are a series of full-color double-page images of lush rainforest, a tiny tree frog, an obviously diverse blend of people of different ages and races, and so on, and they ask questions such as “Exploit or explore?,” “Cloud the issue or clear the air?,” and “Protect endangered species or become one?”  The text of each advertisement refers to one of the environmental or social responsibility issues that Shell is seeking to address.  Each also contains a careful disclaimer that the advertisement is a Shell group initiative and does not necessarily reflect the views of any Shell operation . . . The disclaimer clearly illustrates the difficulties of centralizing control on compliance management issues across a huge corporate group (emphasis added).

Another Shell advertisement entitled “Listening and Responding: Dialogue with our stakeholders” is analyzed:

the Shell group uses cute graphics and the following text to say that it is “no longer solely accountable to our shareholders” but to “our customers and our people, to other companies with whom we work, to government and non-governmental groups, and to all those affected by our operations and products.” It states that Shell must not only comply with law but also “understand the currents of social opinion and strive to meet societal expectations that are not reflected in legislation.”  The pamphlet goes on to describe their focus group and survey methodology and commits Shell to continue to engage employees, the public and peer companies in dialogue about “the three legs of sustainable development: economic progress, environmental care, and social responsibility.” They invite people to visit their interactive website and to receive and comment on Shell’s social responsibility reports.

In the course of the last decade, SustainAbility’s CSR campaign has certainly changed the public’s perceived view of Shell.  By and large, the company is considered significantly more transparent than it ever was in the past.  Shell has also been praised for its openness with stakeholders.  In spite of that openness, however, Shell has also been criticized for implementing nothing more than an elaborate public relations operation with little to actually show for its efforts.
 

Case Study #4: BP’s Acknowledgement of Global Warming and Its Ensuing Major Advances in Social Responsibility
“Many people were supportive, others were understandably skeptical, while a few were antagonistic.”

—Chief Executive of BP John Browne on the reaction to his acknowledgement stating global warming is, in fact, a major problem


BP, by means of its Chief Executive John Browne, announced in 1997 that mankind has made a discernable impact on the environment and that global warming has been the direct result.  Since this admission, BP has evolved into a world-wide leader in developing alternative energy and environmentally friendly business methods.
  This is no small feat considering BP operates in an environmentally unsympathetic industry.

Browne’s acceptance of global warming was welcomed by the public as a sign that “Big Oil” was beginning to see the large-scale ramifications of their operations.  Competing oil companies, however, were furious.  Browne had betrayed the oil industry.  Browne forced all other competing oil companies to “publicly defend and proactively address their own environmental policies.”
  By doing so, BP had ushered in the age of widespread CSR within the oil industry.

Perhaps the most promising result of BP’s shift to CSR was their pledge to reduce CO2 emissions to 10% below 1990 levels by 2010. Widely regarded as one of the most positive actions by an oil company to the burgeoning environmental crisis, BP was acclaimed as a radical force of change within the oil industry.  Critics asserted that limiting emissions would have a negative economic impact. Unexpectedly, after only four years BP met its 10% emission reduction goal.


Adding value to BP’s investment in CSR was the use of an internal emissions trading program.  The purpose of the program was to limit emissions by allowing BP divisions to trade pollution credits.  Shell, Dupont, Alcan, and Pechiney are but a few of the companies following BP’s lead in implementing tradable pollution credits.
 

Another result of the CSR shift was BP’s commitment to invest heavily in renewable energy sources such as solar and wind power. Currently, BP is the world’s second largest producer of solar panels, and the world’s foremost provider of “cleaner-burning” fuels.
  What is more, BP voluntarily issues industry-leading environmental and safety targets each year.  More often than not, BP actually meets these targets.
 BP is an example of an oil company that, despite the nature of negative externalities in its industry, consistently sets high CSR standards.  A giant like BP cannot, however, effectively control all aspects of CSR within its corporation.

Critics can attack BP by claiming BP only interest in CSR is for profit.  This is partly true—BP has seen considerable profit from implementing its widespread CSR operations.
  BP, however, firmly believes CSR is necessary for the future of business as a whole.  According to Browne, “The simple fact is that business needs sustainable societies in order to protect its own sustainability.”
 Indeed, CSR has led to a competitive advantage for BP.


Ethics in self-regulation form another key component of BP’s CSR movement. As opposed to many oil companies which view CSR in the vein of government compliance, BP views CSR as a strategic initiative. Self-regulation lowers compliance and operating costs.  BP has saved on energy in many areas of operations, and their transparent reporting policies were recognized as a major asset in the wake of the Enron and WorldCom accounting scandals. Additionally, BP’s pronounced use of cleaner fuels were in place before any legal requirements on fuel quality.
 


Three main factors have given BP a competitive advantage in the shift to CSR:

[t]he first is a shared sense of purpose: “Doing something positive for the global environment generated enormous enthusiasm and creativity,” [Browne] says. The second is the company’s relentless focus on achievable results, since no initiative is launched before BP determines, with the help of those responsible for the company’s operations, how feasibly material targets can be met. The third key to BP’s success has been the company’s ability to cement the connection between responsibility and profitability: “we have found that an action focused on any one of the three measures of economic, social, or environmental performance has positive benefits on the other two. So it’s not a matter of choice between economic or environmental and social performance,” says Browne.

Essential to BP’s success in CSR is its vision.  BP realizes that oil is still its chief product, but moving away from oil is the key for future profitability.  Efficient use of natural gas, in BP’s eyes, is essential to that move.  Beyond Petroleum, BP’s current incarnation of the company vision, exemplifies their stance.  Browne describes the tagline as follows: 

It is meant to serve as a powerful signal that the future will be different, and that while oil will remain the transport fuel of choice for many decades, natural gas will have a growing role in fueling [the] clean power generation, and still more lies beyond this . . . There is an increasing spectrum of energy sources, and as a company, we are committed to increasing this range, particularly as energy becomes cleaner and less carbon intensive.

BP is the perfect case study to analyze within the context of this paper.  Undoubtedly, this oil giant has served as the driving force behind much of the current CSR trend in the oil industry.  Every major oil company has been forced to follow BP’s lead in investing millions, and in some cases billions, of dollars in limiting carbon emissions, reducing waste, and exploring alternative energy sources.
  These oil companies do not simply follow BP by virtue of BP’s being the first to implement large-scale CSR.  Rather, these oil companies follow because BP has illustrated the profit potential of CSR, thus justifying its expenses.

Ethics and the Problem of the Public Relations Quick Fix
We strive to be good corporate citizens, but we sometimes make mistakes.

—Royal Dutch/Shell, The Shell Report, Profits and Principles—Does there have to be a Choice?

Ethics is defined as “the study of what people ought to do”—in other words, the study of right versus wrong.
  Consequently, ethical behavior, when in the context of the oil industry, refers primarily to CSR-related activities. As can be gleaned from BP’s adoption of CSR, incorporating ethics into the oil industry is not a zero-sum game.  BP has illustrated how an implementation of CSR can actually enhance the bottom line. Indeed incorporating ethical conduct into an oil company’s operations can potentially lead to greater overall profits.


One such example of incorporating ethics into operations occurred in 1990 when the U.S. EPA formed a partnership with Amoco to reduce pollution in their Yorktown refinery.  Amoco realized cleaner air would benefit the Yorktown community as a whole. Together, the EPA and Amoco found operations that could achieve the level of emissions reduction required by the Clean Air Act for 75% less cost than the current operations provided.
 The key here was not focusing solely on smoke stack technology, but rather refining emerging innovations in process engineering.


Another particularly fascinating example comes from Christopher Avery, an international human rights lawyer who studied the operations of Bangchak Petroleum in Thailand.  He found that Bangchak Petroleum “helps rural people form cooperatives to own and manage for themselves petrol stations, tanker trucks, and small markets for selling food and local handicrafts.”
  The process is simple: Bangchak provides the training and loans necessary to get the program started.  Next, the company sells wholesale gasoline to its cooperatives and works directly with development specialists to facilitate the mission.  A resounding success, Bangchak’s social program provides greater self-reliance to approximately 500 farming communities and over one million families benefit from the program.
  Bangchak, too, benefits from additional profits and positive word-of-mouth.  Public service programs like this are what make Bangchak Petroleum one of the most successful companies in Thailand.


Why then do ethical oil companies like Bangchak Petroleum tend to be the exception rather than the rule in the oil industry?
  The answer lies in the fact that ethics are not necessarily profitable.
  As previously stated, ethical behavior carries with it merely the potential for financial success. While some argue that the ethical company will benefit financially in the long run, the Fourth Edition of Business Law and the Legal Environment notes “they must mean the very long run because to date there is little evidence that ethical behavior necessarily pays financially, either in the short or the long run.”
  Indeed, many companies involved in seemingly unethical exploits are actually quite profitable. The text provides the example of Mutuals.com, which offers shares in Vice Funds, a mutual fund that invests in “booze, bets, bombs, and butts” (alcohol, gambling, defense contractors, and cigarettes).  Over the past decade, these industries have earned better returns than the Standard & Poor’s 500.


If ethics do not necessarily pay, why should oil companies even bother?  The answer is simple: unethical behavior can devastate a business. The Exxon Valdez disaster resulted in huge fines and poor brand image. Likewise, Shell’s human rights violations in Nigeria led to an equally poor brand image and significant losses in sales. The fact remains: unethical behavior can undoubtedly destroy a company.


The reality that ethical behavior is not overtly profitable has led to an interesting phenomenon within the oil industry: shifting the focus from ethics to perceived ethics.  By this, perceived ethics means oil companies focus on changing the perceptions of society, rather than changing actual business practices.  In other words, oil companies are adopting a public relations quick fix in order to play the part of the socially responsible oil company. In this sense, oil company ethics are derived mainly from two sources: 1) what is required by law, and 2) what can be advertised to the public to enhance profits and public image.  Any ethical behavior above and beyond the law is only entered into provided the behavior is profitable. This could mean an oil company will reduce harmful emissions, but only because reducing emissions saves money and makes the company more efficient.  Alternately, ethical behavior could mean a company will donate money to build a school in a third-world country, but primarily because the donation can later be advertised to generate positive brand image.  The company would make no mention of the oil spills and environmental degradation it had caused in that same third-world country.


A prime example of an oil company employing the public relations quick fix to ensure perceived ethics is Chevron. For every dollar Chevron spends on an environmentally responsible action, the company spends an additional five dollars publicizing that action.
  Evidence suggests the point of CSR in the oil industry oftentimes is not to benefit society, as the industry would have the public believe.  As economist Milton Friedman once noted, “oil companies must profess social responsibility to appeal to the public-at-large, remain competitive and ensure profits.”
  The ulterior motive is that the oil industry wants to increase profits.

Shell’s outsourcing of CSR in the mid-1990s, previously discussed at length, is undoubtedly the most notable instance of a company utilizing the public relations quick fix.  It was also the first definitive instance of an oil company engaging in nothing more than public relations in order to fix its problems. After the human rights violations in Nigeria, Shell went on a massive public relations assault. The campaign consisted of full-page color ads in major publications both in the U.S. and the U.K.  Furthermore, Shell issued its first stakeholder annual report. The glossy report, featuring such catch phrases as “defend human rights,” “protect the environment,” and “be good corporate citizens,” was evocatively titled Profits and Principles—Does there have to be a Choice?

One television advertisement, a result of Shell’s sizeable CSR public relations campaign, is analyzed in detail:

[The advertisement] shows a misty-eyed environmentalist. He is liltingly described as an “impossible” dreamer: “Once, he would have been an oil company’s worst nightmare” intones a Scottish actor’s soft voiceover . . . “Today, he is their brightest hope.” The advertisement fades out as the prow of a Shell oil exploration vessel cuts through pristine blue waters, unsullied by oil pollution. This comforting cameo aptly identifies the capacity of the industry to absorb its critics, to the point of imaginative self-parody.


ExxonMobil, too, has engaged in the public relations quick fix.  Such advertising campaigns generally make use of lush forests, thriving animal life, pristine waters, and cheerful people of a decidedly diverse ethnic background.  One such advertisement is also analyzed in detail:

A full-page advertisement appeared . . . featuring a picture of the tow-out of the giant Hibernia oil production platform to the Grand Banks of Newfoundland. The oil industry’s “Atlantic frontier,” now bereft of codfish, was once the major source of livelihood of Newfoundland’s inhabitants. The advertisement, sponsored by Mobil (now ExxonMobil), a key player in the Hibernia project, proclaims with unwitting irony—“In Newfoundland, going out to sea is still a good way to make a living.”


Oil companies have found that in many cases a façade of CSR is just as effective as actually implementing CSR programs.  Public opinion is effectively swayed to a more positive light. Moreover, achieving this perception of ethical behavior has been considerably less costly than actually engaging in ethical behavior.  However, it must be noted that the public relations quick fix is just that—a quick fix.  The paper will now analyze the current corporate culture of the oil industry to determine the effectiveness of the public relations quick fix now that more than a decade has passed since its inception.

Analyzing the Current Corporate Culture: 

Failure to Meet the Triple Bottom Line


Analyzing the current corporate culture of the oil industry is essential in determining the impact of CSR on the industry as a whole.  Granted, not all oil companies have the same corporate culture. All oil companies do not share the same corporate objectives or strategies.  However, it must be noted that “virtually all of the major oil companies today claim not to put ‘profits before principles’ and to be genuinely concerned with environmental and human rights issues.”
  In other words, the oil industry claims to be committed to the maxims of CSR, and in that respect the cultures are identical across the oil industry.

The purpose of analyzing the current corporate culture is to determine the effect CSR has made on current oil operations. Public relations aside, if oil companies are employing legitimate CSR practices as they claim, a positive net effect should be discernable in the triple bottom line. That is to say, the economic, social, and environmental spheres of the oil industry should all benefit from a shift to CSR if that shift is indeed genuine.  Hence, a critical analysis of the current corporate culture must take place.  The analysis will consist of actions within the economic, social, and environmental spheres of the oil industry in the last ten years.

First, the economic sphere will be examined.  Within the past few years many questionable accounting practices have come to light within the oil industry.  Two incidents, however, are particularly noteworthy.  The first incident came in 2004 when Halliburton Oil settled an investigation by the Securities and Exchange Commission (SEC). The SEC accused Halliburton of providing materially misleading information to investors.  The SEC fined Halliburton $7.5 million for their securities law violations.

The second, and arguably worse, recent economic CSR lapse comes from Shell Oil.  In January 2004, Shell revealed it had overstated its oil reserves by 20%—the equivalent of 3.9 billion barrels of oil.
 Ultimately, the overstatement represented approximately $67.5 billion in expected revenue.
 
Oil reserves, of course, directly affect prospective shareholders’ decisions to invest in a particular oil company.  Former SEC chief accountant Lynn Turner agreed, stating “A 20 percent restatement of proven reserves is a humongous error . . . for a company like Shell to have missed its proven reserves by that much is not an oversight. It’s an intentional misapplication of the SEC’s rules.”
  Overstating reserves is nothing short of fraud.


Again, this case illustrates how unethical conduct costs oil companies dearly.  Shell’s Chairman at the time, Sir Phillip Watts, was fired over the reserve overstatements.

Additionally, the stock market response to Shell’s overstatements caused billions of dollars in shareholder losses. Later in its investigation, “the SEC issued a damning report  . . . which [found] that the cover-up was older and more widespread than the company had previously acknowledged.”
  The SEC promptly fined Shell $150 million.
  Additionally the Department of Justice brought action against the managers responsible for the overstatements, and livid investors brought numerous class-action lawsuits against Shell for its fraudulent actions.
  


The aforementioned incidents illustrate but two examples of an industry culture consumed by financial pressure to perform.  The pressure to make economic goals is so intense that companies are resorting to fraudulent actions like overstating profits and oil reserves.  Clearly, such a culture does not inspire confidence in oil companies’ CSR practices, whether investor-related or otherwise.


Second, an analysis of the environmental sphere will be made.  Generally, high levels of greenhouse gas emissions and oil spills remain problems for all oil companies.  These are simply unavoidable externalities in the oil industry.  The key here, however, is inducing oil companies to mitigate these externalities.  Beyond mitigating damages caused, the oil industry must focus on cleaner-burning fuels and preventing situations that lead to oil spills.  

The first company eliciting a recent lapse in environmental CSR is BP.  Specifically, the lapse is in regard to a 2006 Alaskan disaster which “sent nearly 5,000 barrels of crude [oil] spilling out across the snow.”
  The spill was a direct result of their greatest liability, the Trans Alaska Pipeline System (TAPS). Due to budget constraints, the TAPS has been left to corrode extensively in parts its 800-mile-long system.

The massive oil spill led to a loss of hundreds of millions of dollars, significant environmental damage, and a “PR disaster that, in a single blow, undid the green reputation CEO John Browne had meticulously crafted for BP over the past decade.”
   Fortune Magazine characterized the internal corporate culture at BP as being “dominated by intense pressure to keep costs down,” and further noted that “budgeting often took precedence over routine maintenance and . . . safety.”
  This denotes a change for the worse when compared to the BP previously highlighted in Case Study 4.


The actions of Shell in Nigeria have already been analyzed at great length, but other oil companies also operate in this west-African country.  Chevron is one such company, and it provides the second example of a recent environmental lapse in CSR.  On February 13, 2007, a Chevron flow station spilled over 1,500 barrels of oil in and around the area inhabited by the Ijaw, an indigenous Nigerian people much like the Ogoni.
  The spill affected at least 10 Ijaw communities, leaving over 500 people homeless and devoid of potable drinking water.
  Much like the Ogoni people in the mid-1990s, the Ijaw accuse Chevron of a delayed response in clean-up actions and an overall lack of responsibility in maintaining oil operations.


Although negative externalities are a fact of doing business in the oil industry, these two cases illustrate the industry’s sheer lack of commitment to environmental responsibility, both in prevention and mitigation of damages.  As can be seen, the pursuit of profit can lead oil companies to make poor decisions regarding CSR.  In both cases a lack of maintenance and supervision led to the ensuing oil spills.


Third, and finally, the social sphere must be taken into account.  When addressing the social sphere, the reality that the three spheres of CSR are interrelated becomes especially apparent.  In each sphere the economic factor plays a crucial role, often manifesting itself as the need to cut costs an enhance profits.  In turn, the social and environmental spheres suffer from the resulting cutbacks in safety, maintenance, training, etc.  Additionally, the social and environmental spheres are closely related since an environmental hazard such as an oil spill can cause a significant social impact like displacing an entire community.


Chevron’s recent oil spill notwithstanding, the first recent social lapse in CSR comes from Occidental Petroleum.  Occidental’s poor track record, dating back to before the Piper Alpha disaster, becomes quite apparent in a 2003 case from Columbia.
  This case is unique in that it involves Occidental’s oil worker unions, which are made up of Columbian natives. In 2003, it was revealed that an estimated 120 union leaders had been murdered between 1993 and 2003.
 Matthias Beck, previously noted in the Piper Alpha analysis, surmises that these murders are Occidental-related.



Third-world countries are not the only places suffering from social CSR lapses.  In another sign that BP has let its CSR practices slip, a devastating explosion in 2005 shook BP’s Texas City, Texas refinery.
  The explosion killed 15 workers and injured an additional 180.
  Poor maintenance and a lack of safety procedures ultimately led to the blast.
  Despite all of the good CEO John Browne has done for BP in the past, recent disasters like the Texas refinery explosion and the TAPS leak led him to announce his resignation, which went into effect in the summer of 2007.
 


After analyzing the current corporate culture within the oil industry, the prevailing evidence points to an industry more focused on profits than on social or environmental obligations.  Furthermore, this analysis has shown how truly interrelated the economic, environmental, and social spheres of CSR actually are. While oil companies may, on the surface, appear to be socially responsible, an in depth analysis of their business practices reveals that more often than not they are simply playing the part.  The current corporate culture of the oil industry indicates that the shift to CSR has not been as genuine as oil companies would like the public to believe.

Conclusion

Within the last twenty years an irrefutable paradigm shift has taken place within the oil industry—the shift to CSR.  The four case studies outlined within this paper strive to illustrate that change.  Primarily, the shift to CSR originated from three factors.  The first factor consisted of regulations resulting from the Exxon Valdez oil spill. The second factor stemmed from societal consumer boycotts and general condemnation for Shell’s human rights violations in Nigeria.  BP illustrated the third factor—adopting CSR as a profitable strategy to enhance the bottom line.  Conversely, Occidental illustrated how oil companies resist CSR by refusing to take responsibility for their actions, as illustrated in the Piper Alpha Disaster.  

Although companies like BP and Bangchak Petroleum have shown the profit potential of CSR, it is important to note that ethics—the very basis for CSR—do not necessarily lead to better financial performance. This has led to oil companies shifting the focus from ethics to perceived ethics.  Oil companies adopt public relations as a quick fix in order to play the part of the socially responsible oil company. Consequently, the companies gain the positive public relations effect of appearing to be socially responsible with none of the cost of actually implementing CSR into their operations. 

Moreover, the current corporate culture of the oil industry indicates that Big Oil fails to effectively perform in the three key areas of CSR—social, environmental, and economic.  The oil industry clearly does not always follow the “rules of the game.”  Collectively, these findings tend to show that CSR in the oil industry is, in large part, an elaborate public relations exercise.

Although a main thrust of this paper has been to illustrate much of the public relations façade that is CSR in the oil industry, a fitting conclusion touches on how oil companies should conduct themselves, regardless of supposed CSR efforts.  For this reason the paper concludes with the United Nations-endorsed guidelines for responsibility in world business:

· Ensure that the company’s operations are legitimate, as regards both ends and means. The company should operate in such a manner that it creates sustainable value for its stakeholders. The operations should be conducted in a legally and ethically sound matter.

· Take steps to foresee the foreseeable. Conduct research on the specific country in order to understand its culture and its political and financial situation and what effects the company’s operations will have. Identify potential stakeholders. Identify possible side-effect harm on stakeholders by conducting stakeholder-inclusive risk analysis. Gain knowledge of possible side-effect harm by engaging stakeholders in dialogue.

· Consider who you are associating with. Complicity can be a side-effect on many levels. Look at who is supported materially, politically, or morally by the company’s engagement, by a joint venture, or by employed security staff.

· Minimize side-effect harm. If the company is operating within a jurisdiction or regime that abuses human rights, make sure the company does not contribute to or benefit from the human rights abuses. If it does, take steps to exert pressure on authorities. If the company must rely on others for the security of staff and assets, remember that the company is responsible for their actions as well. Lay down clear guidelines for how security personnel should act when representing the company. Consider the recipients of revenues and signatory fees – counteract corruption by working for transparency. Weak or absent domestic laws on labor and the environment should not be exploited for profit. Set higher standards for the company and follow international standards.

· Use moral imagination – good over harm is not a matter of mathematics. Are the side-effects really inescapable, or is it possible to find an alternative course of action with fewer or no side-effects? If the side-effects are inescapable, are they so severe that the operation cannot reasonably be justified to those affected by it? Would it be more responsible to abstain or withdraw from investment?

Finally, in every action the socially responsible oil company takes, two questions should be asked: “What is the potential impact of our operations on people and the environment?” and “If some degree of harm is unavoidable, what measures [can be taken] to minimize it?”
  Overall, the UN guidelines provide valuable insight into how oil companies ought to conduct global operations.  Moreover, the guidelines offer a positive strategic plan for implementing legitimate CSR with the potential for maintaining economic profitability. 
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