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Abstract

The discovery of oil in Nigeria in the 1950s has had extremes of both positive and
negative impacts on Nigeria’s economic, political, social and environmental landscape
particularly the Niger Delta Region (NDR). As a consequence, achieving an equitable
distribution of oil revenue between all stakeholders has been a principal challenge. This
lack of equitable distribution of revenues has led to instability and confrontation
amongst and between some stakeholder groups. The qualitative study conducted with
the major stakeholders in NDR was intended to explore the extant corporate social
responsibility (CSR) practices of international oil companies (I0OCs) and how they
affect infrastructure development, capacity building and social welfare provision in
NDR. It also investigated the current state of relationship between I0Cs and other
major stakeholders especially host communities in NDR. Stakeholders interviewed

included 10Cs, NNPC, host community leaders and subject matter experts

The findings from the sample of different stakeholder groups (I0Cs, government, host
communities and subject matter experts) suggest that participants have good perception
of the CSR practices of 10Cs within the region. This awareness gave insight into the
factors that shape CSR activities of 10Cs in the region. The study also reveals that
IOCs are using most of their CSR initiatives to address the infrastructure and social
needs of host communities. Evidently, a number of infrastructure projects are linked to
the CSR initiatives of some 10Cs.

Findings also point to a paradigm shift in the relationship between a number of 10Cs
and host communities in NDR. 10Cs now engage host communities in almost all
community development projects through the Global Memorandum of Understanding
(GMOU). This initiative gives absolute control of community development projects to
the Regional Development Committees (RDCs). Therefore there is not much
complexity in identifying the needs of host communities. The study adds that there is
evidence that some IOCs are more committed to the sustainable development of their
host communities. This difference is witnessed in a number of specific projects linked

to given 10Cs.

The major findings have been articulated in order to improve CSR practices of 10Cs in

NDR as well as encourage a friendly business environment. There is evidence from the



II

study that some host communities are not taking maximum advantage of the
opportunities presented by IOCs in the region. Generally speaking, the face of
government in NDR is the I0Cs and this portends a major challenge for all the
stakeholders. The study has provided a CSR roadmap and a sustainable development
approach for the region that can be implemented through a concerted effort by the
quartet of 10Cs, host communities, NNPC and State/Local Governments. The
framework can form the basis for future CSR practices of 10Cs in the region and
beyond.
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Chapter 1: Introduction

1.1 Background

This thesis investigates the linkage between CSR activities of 10Cs and infrastructure
development, stakeholder engagement and capacity development in the NDR. CSR and
stakeholder engagement are very popular topics in literature. The main theme of this
thesis is essentially empirical in nature. The study addresses the question of what extant
corporate social responsibility (CSR) activities of International Oil Companies (I0Cs)
that address infrastructure and capacity development in the Niger Delta Region (NDR)
of Nigeria. This is consistent with the need to assess the CSR activities of 10Cs in
NDR, considering the frequent hostility that has beleaguered the region and varied
expectations of host communities, Non-governmental organizations (NGOs),

international and domestic development agencies and the people of Nigeria.

The above narrative stems from the realization that in developed nations, business
activities are regulated and guided by a strong institutional environment. Conversely,
such discretional or ethical obligation has been found absent in developing societies
such as Nigeria and particularly the NDR (Amba-Rao, 1993; M. Watts & Kashi, 2008).
Similar opinion is held by Nnadozie (1998), who notes that communities in NDR in
particular where most oil exploration and production (E&P) activities take place, feel
ill-served by the entire process of oil prospecting and production. Consequently, the
analysis is then shaped into an empirically and theoretically based literature review that
is preceded by discussions on infrastructure development, capacity building, youth
empowerment and other contextual issues. The empirical underpinning explores the
activities of 10Cs in the NDR relative to the CSR practices of select I0OCs. This
proposition was put in perspective in the seminal work of Wahurst (2000) by
acknowledging the rising demands of societies on business to be more ethical and
socially responsible for the purposes of social, economic and environmental
sustainability (this is commonly referred to in contemporary literature as triple bottom
line - TBL).

Amaewhule (2006) notes that organizations are perceived to be operating below an
expected standard in developing nations such as Nigeria. He further argues that these

expectations are founded on the premise that organizations have the expertise to address
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most community concerns and requirements. Eweje (2006) notes that these expectations
are now being addressed by corporations through CSR strategies Underscoring the
former position, Frynas (2009) states that the CSR activities of 10Cs are of major
interest, given the realization that significant part of their operational activities result in

serious concerns in most oil producing communities.

The above development crystallizes stakeholders’ expectation of businesses to become
responsible corporate citizens by taking responsibility for the consequences of their
business activities (Jamali & Mirshak, 2007). Previously, Eweje (2001) had noted that
‘good business’ is a function of ‘good ethics’. Following this assumption, managers
adopt this approach in justifying ethical policies in their strategy. This argument is
further reinforced in a report by the Business Roundtable that states:
“The corporate community should refine and review efforts to improve
performance and manage change effectively through programs in
corporate ethics... Corporate ethics is a strategic key to survival and
profitability in this area of fierce competitiveness in global economy”’.
This position may have contributed to the progressive and robust debate that is
witnessed in CSR today. And in many ways feeds into the contemporary business

responsibility to the society (Frynas, 2009).

According to Sharma (2013), CSR has become an expanding area of interest for diverse
groups such as academia, practitioners and entrepreneurs in both theoretical and
practical perspectives. This position will be later explored in the interview phase of the
study. Paradoxically, it has been very challenging for these groups to agree on a
consensus definition for the concept (Moon, Crane, & Matten, 2005) Consistent with
this, Carroll (1979) defines CSR as a concept, whereby organizations incorporate social,
environmental and health concerns into their business strategy and activities as they
interact with the various stakeholders on a continual basis. Similarly, Jamali & Mirshak
(2007) define CSR as the commitment of business to contribute to sustainable economic
development, working with employees, their families and local communities. They
further state that the concept has attracted unprecedented attention by acquiring a new
resonance in the global economy. This expression is attributable to globalization and
international trade, which have led to increased complexities in business and calls for

transparency and corporate citizenship. At the core of the two definitions is the
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proposition that business should look beyond profit maximization (I. A. Jackson &
Nelson, 2004).

The implication of the above opinion is that discretional responsibility begins when the
legal requirements end. In the views of Stark (1993), “ethical management is a process
of anticipating both the law and market, and for sound business reasons”. Drucker
(1993) also contributes in this line by stating that [Corporate] citizenship means active
commitment, it means responsibility, it means making a difference in one’s community,
one’s society and one’s country. These two views were summarized in the definition of
CSR by World Business Council for Sustainable Development (WBCSD), a coalition of
120 international companies as:

“A continuing commitment by business to economic development while

improving the quality of life of the workforces and their families as well as the

local community at large”.
This definition by a renowned body of this pedigree is a demonstration of the traction
CSR is gaining in corporate philosophy. To underscore the importance of this
approach, Murphy (1995) added to this argument by noting that corporations “have
issued or revised their firm’s ethical posture... and more serious attention now seems to

be devoted to ethical decision-making”.

Arguably, the concept of CSR is gaining significant attention because of its likelihood
of addressing social issues. Chapter 2 explores the factors that have contributed to this
upward movement in business interest in CSR. According to Eweje (2001), business
ethics are seen, as the result of contribution of circumstances; in which a number of
antecedents have come together to create the society in which becoming a socially
responsible international organization is the norm rather than the exception. He further
posits that international organizations perform important role in domestic and
international markets. Therefore, they are at the very least directly or disparately
involved for the purposes of geographical and functional scopes. This situation in some
instances results in conflict between host countries, communities and organizations and
at this point, the corporate citizenship is expected to be manifest (Krishna, 2007).
Essentially, good corporate citizenship implies that international organizations have the
moral obligation to conduct business activities responsibly in conjunction with a
prescribed legal platform (Frynas, 2009). This narrow vision of responsibility is an

indication that CSR should at least go beyond what is required by the law.
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Interestingly, CSR principles have been incorporated into business practices for years
now. Notwithstanding the view that CSR principles have gained so much traction and
resurgence lately, the concept has not been uniformly accepted, as a result of
inconsistency in views on the potential usefulness and applicability (Jamali & Mirshak,
2007).

The above description cannot be said of developing countries, as the subject has not
been extensively explored in that context (Amaeshi, Adi, Ogbechie, & Amao, 2007,
Jamali & Mirshak, 2007; Schafer, 1995). However, as multinational organizations
(MNOs) come into direct contact with some of these local communities, circumstances
would compel them to accept the concept as an appropriate way to address some of their
concerns (Garvey & Newell, 2005). The interest in CSR in developing nations is a
function of the desire to understand the implications of corporate activities on local
communities. This interest has also been attributed to the relentless efforts of NGOs
and rights groups, who continually highlight negative impacts of corporate activities
(Omeje 2006; Thompson, 2005). These specialist groups have put into perspective the
impact industrial wastes, oil spills and carbon emission can have on human lives and the
environment (Douglas, Okonto, Von Kemedi, & Watts, 2004). Indeed, it is presumed
that these activities have crystalized mainstream thinking, leading to the reforms
witnessed in the CSR practices of 10Cs in rural communities like the NDR (Frynas,
2006).

Eweje (2009) also reveals in his work that this business interest in CSR has invigorated
the media in exposing perceived unethical and illegal practices of business by
enlightening the public on the real benefits associated with ethical behavior on the part
of multinationals organizations. Badaracco (1998) summarizes by stating:
The current and undercurrent of the life cycle of public information, disbelief,
persuasion and doubt pose profound questions for public relations inquiry on an
ethical as well as technical level.
More recently, evidence can be found in 2010 oil spill in Gulf of Mexico in the USA, in
which litigation has prompted BP to pay huge compensations to victims of the oil spill.
The organization has been working harder to improve its image through CSR ever since
(Lin-Hi & Blumberg, 2011).
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A skeptical approach to CSR is a contention that the concept is hostile to business and
ultimately affects its focus on the overarching aim of creating wealth for shareholders
(Clement-Jones, 2005; Murray, 2005). In the view of progressives, this argument is
flawed as they regard CSR as essential for a successful business operation in
contemporary times, and expects business to take this as an opportunity to look beyond
the narrow lenses of economic returns by taking wide social issues into consideration
(Jackson & Nelson, 2004; Rudolph, 2005). Interestingly, CSR has been shaped by
globalization resulting in high degree of relevance of the concept and expanded the
scope in almost every sector. As a consequence, many academics and practitioners
have been proactive in developing theories and practices of the concept among business
(Sharma, 2013). The current approach has been stimulated by an increase in foreign
direct investment (FDI) in developing countries especially sub-Saharan Africa (SSA),
and has brought about more contact between multinational organizations and local
communities (Clapp, 2005; Jamali & Mirshak, 2007; Newell, 2005). For example, FDI
for Africa in 2012 was $50 billion according to World Economic Report 2013.
Conversely, the uncertainty in the NDR and insecurity in Nigeria has reduced the flow

of such investments into Nigeria (Campbell, 2011).

1.2 Problem Background

Beginning from the late 1990s, the NDR of Nigeria became a major source of concern
for Nigeria and by extension the international community. The territory assumed a
haven for violence, instability and tension resulting in lingering crisis between the 10Cs
and host communities (Ikelegbe, 2006). All these made NDR gain the attention of both
the international and local communities as well as rights groups because of the
implication on global oil market (Ikelegbe, 2005; M Watts, 2004). Statistics indicate
that the crisis in the NDR has had direct impact on oil price. This was noted in a report
by the Centre for Strategic International Studies CSIS (2004). The report confirms that
the situation in the region raises concerns for nations that are dependent on imported oil.

This crisis has its roots in the demand for greater access to oil wealth by host
communities. These communities have relentlessly sought absolute control of the
wealth generated from the oil in their land (Ikelegbe, 2006; Watts, 2004, 2007). The

complexity of this demand has led to debates on how best to achieve an amicable
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settlement. Community development experts such as the UNDP (2006) have proposed
the incorporation of local communities in the development of CSR strategies. Jamali
and Mirshak (2007) reason in the same direction by suggesting that CSR be taken
beyond image laundering and compliance with the rule law and be shaped around local

community needs.

The implication of disregarding this proposition was evidenced in the violent protests
by local communities in the NDR in the 1990s, which led to disrupted oil production in
the region. The aftermath was a shutdown of Shell’s operations leading to a 40% fall in
production during that period (Nigerian Oil, 2003). To demonstrate the significance of
this occurrence, the Congressional Research Service (CRS) reports that the rise in oil
price had direct relationship with hurricanes and the crisis in the NDR. This report is an

indication of the relevance of NDR in the global oil market.

Another important point noted by researchers such as Eweje (2007) and Frynas (2009)
is that there is the dearth of infrastructure in the NDR. This realization may have had a
direct consequence on economic development and good welfare provision. The
significance of infrastructure in economic development was confirmed in an OECD
(2006) report. In the report, it was explicit that basic infrastructure is viewed as a
panacea for economic growth and development. The I0Cs have realized this as was
demonstrated in the interviews and are striving to meet the rising demands. To
complement the efforts of I0Cs, some authors have suggested a more active
involvement of the government in infrastructure development and the provision of
social welfare in the NDR (Frynas, 2007 & Wiatts, 2008). All these put into
perspective, the need for an assessment of the CSR activities of I0Cs that address

infrastructure, capacity development and other contextual issues.

1.3 Motivation

The study is motivated by an attempt to understand the dynamics of CSR practices of
IOCs and how they are structured to effect infrastructure and capacity development in
the NDR. The social, economic and environmental significance of stakeholder
engagement were considered a stimulus to this research, the issue of how organizations

manage stakeholders in order to address their concerns. A number of studies have
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found linkage between stakeholder engagement and peaceful operating environment.
However research in the area has focused more on developed economies rather than
developing regions (Krishna, 2007). Therefore, there is a compelling need to investigate
CSR and associated subjects relative to local communities in developing nations
(Amaeshi et. al., 2007).

1.4 Research Justification

From the above view, it can be deduced that there is a requirement to understand the
CSR activities of 10Cs, and how they are aligned to address infrastructure and capacity
development needs of host communities in the NDR. This region is of significant
economic importance to Nigeria. Therefore, relative peace in the area is thus an issue of
strategic importance. For a number of reasons, the above narrative stems from the call
by rights groups, academics and stakeholders on the need to address infrastructure and
capacity development needs in the region in order to place it on the path of economic

growth and prosperity.

The researcher has identified three key points to justify this study. Firstly, Nigeria is a
developing country with developing governance structures. The second point stems
from the control of oil revenue by the people of the NDR. Lastly, there is lack of
familiar bond between international organization and local people in the process of
exploiting this resource. Given all these, it becomes incumbent upon these international
organizations (IOCs in this case) to create engagement through effective CSR

framework in order to achieve sustainable development in host communities.

The significance of this argument was further outlined by Lantos (2001) who suggested
that: “corporate social responsibility is the attempt by companies to link those largely
discretionary activities explicitly intended to improve some aspect of society or the
natural environment with their strategies and core business activities”. Indeed, CSR
represents the effort by a corporation to improve certain aspects of the society as
compared with the integral responsibilities that demands them to treat stakeholders with
dignity (Gourville, 2004).
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Following the above argument, some authors like Frynas (2009) and Watts (2004;
2007) have made propositions for 10Cs to adopt strategies aimed at providing
infrastructure and social welfare services to host communities. They have also
suggested a more active role by the different arms of government. This position is
consistent with the expectations of most stakeholders in the NDR. This view is popular
irrespective of the fact that government has the responsibility to provide the basic needs

of the population.

Jamali & Mirshak (2007) argue that international organizations can assist government
in meeting the needs of the society albeit it falls outside their legal jurisdiction by
stating that: “while governments have traditionally assumed sole responsibility for the
improvement of the living conditions of the population, society needs have exceeded the
capabilities of government to fulfill them”. This argument is in line with the
researcher’s position that external capabilities are required in resource-based nations
such as Nigeria. However, it is difficult to explicitly relate this to the situation in NDR
as the government appears non-existent or reluctant in some host communities and
beyond (Watts & Kashi, 2008).

The need for research into CSR practices of 10Cs in the NDR is compelling from the
above. This proposition emanates from interest by business, stakeholders and subject
matter experts and also a further need to explore CSR from a Nigerian perspective. In
the views of Nicholson:
“The currently swelling wave of writing on the subject that has set the
scene for systematic research, but without providing as yet, a coherent
agenda for it. On the supply side, we find a growing business ethics
literature containing cogent analysis of the philosophical issues and
subtle appreciation of the ethical challenges of confronting
organizations and their agents. On the demand side, are managers and
professionals looking for support and guidance as they confront
dilemmas of increasing complexity in a climate of uncertainty and
change. The infusion of business education with ethical themes is the
desirable product of these developments, but it seems we have reached a
point to know beyond... we require more soundly based knowledge of the
forces which shape the acting out of ethical issues in
organization”(Nicholson, 1994:593).
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Arguing further, he posits: “there must be a reliable coherent database founded on an
analytic methodology which links theory with practice”. Randall & Gibson (1990) were
more traditional in their approach by noting that “from a review of empirical research, it
appears that the dissatisfaction is justified; the methodology in business ethics and CSR
research are clearly in need of improvement”. Participants evidenced the interest in the
research subject in their excellent responses during interviews and town halls, which

were central to the research.

The academic interest in CSR stems from a realization of the appeal of the concept and

the empirical challenge involved in investigating the main propositions (G. Eweje,

2011). According to Carroll:
It is expected that attention will be given increasingly to measurement
initiatives as well as theoretical development. For these concepts to
develop further, empirical research is doubtless needed so that practices
may be reconciled with theory. The CSR concept will remain as an
essential part of business language and practice, because it is vital
underpinning to many of the other theories and is continually consistent
with what the public expects of the business community today (Carroll,
1999: 293).

Jackson & Artola (1997) notes that CSR and stakeholder issues are being taken
seriously by international organizations. However, adequate coverage has not been
given in literature. Particularly, organizations are striving to manage the rising
complexity in community-society relationship by forming global strategic alliances
(Desai & Ruttenburg, 1997). Similarly, Carroll (1999) supports the above position by
contending that “CSR concept has a bright future because at its core, it addresses and
captures the most important concerns of the public regarding the business and society
relationship”.

Political leaders have added to the debate on increasing need for business to be more
responsive to the needs of communities and by extension the society. For example, Bill
Clinton (former president of the USA) pointed that “business today have more
responsibility not only to grow and do well, but to help in dealing with the dislocations
and challenges this new era imposes on workers, their families and their communities
(Pintos, 1987 p.55). On a similar note, Thilo Bode (Head of GREENPEACE) also
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states that “industry is the main player in society... that is why we need to talk of them.
Big corporations today have a responsibility that goes beyond the aim to make profit.

The focus is on social, moral and ethical obligation...” (Pintos, 1987).

From the inception of this study, it was explicitly stated that IOCs are of major interest
in oil producing nations especially in developing countries. Developing nations have a
challenge of weak institutional government, where regulations are not followed to the
letter (Krishna, 2007). It is presumed that some of these I0Cs exert significant
influence on local and international communities. Therefore it is not an unreasonable
expectation that they join forces with other stakeholders to build sustainable host
communities (Spero, 1993). The challenging issue has been the limits of CSR activities
of 10Cs in community development within the NDR (Frynas, 2009).

Consistent with the above narratives, it is the main aim of the thesis to vigorously
investigate the CSR practices of 10Cs that are related to infrastructure and capacity
development, and social welfare provision. The research has been able to address some
of the limitations within the NDR context. Discussion in the thesis is structured
towards critical issues from the perception of the stakeholder groups and subject matter
experts. This was done by logically following on CSR practices of IOCs in NDR and
linking them with stakeholder, firm and legitimacy theory. A conclusion can be
deduced from the above position that the need for the research into the CSR practices of
IOCs in NDR in terms of infrastructure and capacity development, and social welfare

provision is articulately justified.

1.5 Purpose of Study

The purpose of this qualitative study was to explore the perception of the three major
stakeholders (Host Communities, I0Cs and Government) and subject matter experts in
the Nigerian oil sector on the CSR practices of 10Cs, and how such practices affect
infrastructure and capacity development through a one-on-one interview. The study
explored the commitment of I0Cs to the overall development of the region. A
purposive sample of 11 participants from the 3 stakeholder groups and subject matter

experts took part in extensive interviews.
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According to Omeje (2006) the problem in the NDR is a complex combination of
social, cultural, economic and environmental factors. This is consistent with the
position of Frynas (2009), that oil and gas communities experience relatively negative
effects as a result of 10C activities. In a similar note, Banfield (1998) cites the Ogonis
of the NDR as a classic example of such people. Therefore, they can be more
demanding in terms of social, economic and environmental redress. Essentially, the
goal is to explore participants’ perception of the CSR practices of 10Cs, and how they
are shaped to address the listed factors. In doing so, insights that add to the broader

discourse on CSR are achieved.

Qualitative research methods were used to collect and analyze data from research
participants. Qualitative research consists of different philosophies such as research
designs and techniques, which includes in-depth interviews, participant and non-
participant observation, focus groups, and other methods of data collection (Pope,
2006). Contemporary social researchers have studied CSR using stakeholder,
legitimacy and firm theories (Donaldson & Preston, 1995). This view stems from a
paradigm shift in business requirement, which proposes incorporation of stakeholders in
corporate philosophy (Ogula, 2008). A qualitative approach was considered the most
appropriate based on the nature of the problem and information sought. This reason is
in accordance with the views of Hardcastle & Tookey (1998) that the nature of a
research problem determines its means of solution. Elite interviews were adopted and
participants selected accordingly. Therefore it did not require the mass distribution of
questionnaires. Such approach was considered counterproductive given that only a
select few in the NDR understood the actual meaning of CSR. The qualitative approach
was also adopted to reveal themes that may be used to improve the CSR strategies of
IOCs in NDR.

1.6 Study Significance

Relationship between the government, I0Cs and host communities in NDR has been
marred by controversy dating back to the 1990s (Akpan, 2006). In this vein, some
analysts have described this relationship as hegemonic; where 10Cs and the government
are principal beneficiaries, and oil producing communities deprived of benefits accruing
from the oil wealth (Omeje, 2006).
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The significance of CSR in business leadership and stakeholder management can hardly
be undervalued. To this extent, authors have suggested that CSR be within the
framework of management in order to promote an ethical relationship with all the
stakeholders through transparency, accountability and engagement (De Sousa Filho,
Outtes Wanderley, Pasa Gomez, & farache, 2010). Similarly, some studies on
conglomerates such as Unilever, Shell, British Telecom and BP have underscored the
benefits organizations can derive from incorporating socially responsible policies in
their corporate strategy (Gossling & Vocht, 2007; Grossman, 2005). Grossman (2005)
lists some of these benefits as; better image within host communities, cost savings,
increased customer base, new sustainable management approaches, recruitment and
retention of high quality manpower. On the basis of these advantages, Verbeke (2003)
and Omeje (2005) propose a more proactive approach in organizations’ CSR strategy as

opposed to reacting to public pressure or crisis.

The role of business in community development is becoming more complex and
demanding however; there is yet to be a streamlined approach to addressing them.
Therefore, the study conducted may catalyze a debate that could lead to addressing
problems not simplified in literature within the NDR context. The findings may also
facilitate policy review by both I0Cs and government and engage stakeholders in the
most proactive manner to ensure peaceful operating environment (Grossman, 2005).
The above positions were expressed in a concise perspective by Garvey & Newell
(2005) who state that CSR is no longer a choice issue, instead a critical understanding
that could make or break a business organization. It is now incumbent upon leaders to
articulate the CSR vision and performance measurement indices given that many of
them still struggle on the best way to implement CSR. The pragmatic side of all these is
that the concept offers opportunity for effective improvement in leadership (Fairholm,
2010).

Following the above perspective, it is relevant to note that demands by host
communities are increasingly becoming more complex. Notably the major demands
include equal participation, more control of oil wealth and the protection of their
environment (International Crisis Group, 2006). Some authors such as Watts & Kashi
(2008) and Krishna (2007) have doubted the sincerity in these claims, as some
community leaders appear to be self-interested. To support the demands made by host

communities, there is evidence to suggest that more attention has been given to
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corporate-community relations in developed nations. The consensus is that less
attention is given to CSR in developing communities such as NDR of Nigeria (Frynas
2006; Jamali Mirshak, 2007; Lertzman & Vrendenburg).

Irrespective of the renewed effort to enhance clean energy, the demand for fossil fuel
has not abated. The implication is that economic and political stability of oil producing
nations will continue to be a major priority for leaders (CRS, 2007; CSIS, 2004; Watts,
2004). To highlight the undiminishing need for fossil fuel, Peter Voser (CEO of Shell)
summarizes:
In the decades to come, major economies will continue to consume
energy to grow. In developing countries many people will become
wealthier, buying their first television, refrigerator or car. In short, the
world will need more energy. Fossil fuel will provide the bulk of this
energy with, we believe, a greater role to play for cleaner-burning
natural gas. Renewable energy including biofuels for transport will also
increase steadily.

There is also an indication from the above statement that there are prospects in green
energy in spite of the overdependence on fossil fuel at the moment. The implication is
that oil communities will still be carefully managed in years to come. Therefore, the
above submission calls for a thorough understanding of the role 10Cs in host
communities in the NDR. Ultimately, this could stabilize oil prices to an acceptable
level (Ogula, 2008). The NDR is a cluster of diverse ethnic minorities. According to
Jamali & Mirshak (2007), ethnic minorities are faced with many challenges that make
economic development slow. The NDR happens to be one of those communities that
have been affected by this phenomenon. The result of this thesis suggests that social
research methods can reveal information that could lead to policy and structural changes
that stimulate development in local communities (Dudwick, Kuehnast, Jones, &
Woolcock, 2006).

Experience has proven that the situation in NDR fluctuates without notice. Therefore,
an understanding of stakeholder’s perspective especially host communities regarding
CSR practices of I0Cs can assist them to modify their CSR practices in a more
sustainable manner (Grossman, 2005; Jenne, 2004). The overarching goal of the study

was to understand the CSR dynamics of I0Cs and how they are structured to address
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infrastructure and capacity development, and social welfare needs of the people of
NDR. The findings of this study could lead to a win-win situation for all the
stakeholders (Garvey & Newell, 2005; Grossman, 2005; Thompson, 2005). It is
relevant to note that the situation in NDR is affected by the presidency of Mr. Goodluck
Jonathan an ljawman. For example, militants who hitherto were fighting the
government are the ones championing the continuation of Mr. Jonathan as President.
This development may have shifted focus from violent activities and attack on oil
infrastructure. Beyond that point may be hard to predict even by the best of analysts.

From a theoretical perspective, this research draws on the fields of CSR, regional
development and economics to develop a holistic understanding of 10Cs and how their
practices are applied in community development. The conceptual definition of CSR as
a method of addressing local community needs was explored in terms of infrastructure
development and capacity development, and social welfare. Relevant themes have been
examined in an attempt to develop an understanding of the dynamics of the CSR
practices of IOCs in NDR.

1.7 Research Aims

Research aims are required in any research to guide the researcher in putting the

research study in the right perspective. In order to understand what CSR practices of

IOCs imply in the NDR, the thesis seeks to achieve the following aims:

1. Establish an understanding of the CSR concept in the context of international best
practice

2. Create an understanding of the CSR practices of 10Cs in the NDR in terms of
infrastructure development, capacity development and social welfare

3. Develop a sustainable development framework for the improvement of current CSR
practices of IOCs in NDR

4. Create an objective assessment of the limits of the CSR practices of 10Cs in

achieving sustainable development in the NDR and beyond.

The overarching aim of the study was to evaluate the CSR practices of 10Cs in the
NDR, whether they have simplified and transformed lives in host communities or
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exacerbated an already complex situation. Consistent with the listed aims, the

objectives below will be used in accomplishing the identified aims.

1.8 Research Objectives

The thesis provides both practical and theoretical approaches that are holistic and
comprehensive to address the complex issues in the NDR. In order to achieve the main
aims of the study, a number of objectives have been developed. Essentially, the study
seeks to provide authentic description of CSR practices of I0C in the areas of
infrastructure and capacity development, and social welfare within the NDR. Table 1
below lists the research objectives structured to guide the study. It also includes the

relevant chapters that addressed them within the study:
Table 1: Research Objectives

Objective Where Considered

1. To explore the CSR concept from a broader | Chapter 2: Overview of CSR

perspective

2. To examine CSR practices of I0Cs within | Chapter 2: CSR Practices of IOCs in the NDR

the NDR and other developing nations

3. To assess the understanding of CSR best | Chapter 4: Results
practice within the stakeholder groups and | Chapter 5: Conclusion

subject matter experts

4. To provide a framework for CSR practices of | Chapter 4: Results
I0Cs in NDR and beyond Chapter 5: Conclusion

1.9 Research Design

The data for the research was from grounded theory analysis, CSR reports from some of
the 10Cs that participated in the study and other relevant materials. Interviews were
conducted with three stakeholder groups and two subject matter experts that are
conversant with the dynamics of the CSR practices of IOCs within the NDR. Data from
the grounded theory analysis and interviews were analyzed, and the findings integrated

with literature.
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1.10 Research Questions

The purpose of this qualitative study was to explore the perception of the stakeholder
groups and subject matter experts on the CSR practices of 10Cs in the NDR and how
they are shaped towards community development. The implication of this position is
that qualitative methods were appropriate, where the goal of the research was to explore
a phenomenon and gain in-depth understanding of the phenomenon. Conversely, the
alternative of using a quantitative research method was not considered. Quantitative
research is designed to explain association existing between variables (Creswell, 2002).
However in the current study, research questions were developed to direct attention to

the research purpose (Cresswell, 2002; Neuman, 2003).

Development in research methods suggests that academics have started to integrate both
quantitative and qualitative techniques in conducting social research (Meetoo &
Temple, 2003). This approach to a greater degree redefines the researcher’s ability to
adopt an inductive analytical process to build abstraction (Creswell & Miller, 1997;
Dudwick et.al., 2006). Generally, data analysis and synthesis of the study conducted
has necessitated hypothesis and laid foundation for future use of quantitative method in

a similar research. Four research questions guided the study:

1. What are the current CSR practices of IOCs in NDR and the rationale behind
them?

The intention of question 1 was to explore the CSR practices of select IOCs operating in
NDR. Information revealed by addressing question 1 was intended to understand the
underpinnings of CSR practices in NDR. Background information on CSR strategies of
IOCs were gathered and those responsible for such strategies within the stakeholder
groups. Research question 1 revealed information that could help current CSR practices
of 10Cs that can aid sustainable development in the NDR.

2. What are ways of assessing CSR activities of IOCs in the NDR?

Research question 2 was intended to explore and reveal the methods and parameters
applied in assessing efficacy of CSR activities of 10Cs in terms of community
development in NDR. The rationale for this was investigated using content analysis of

CSR reports and thoroughly examined interview data.
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3. What is the stakeholder’s perception of CSR best practice?

Question 3 intended to determine whether there was an awareness of CSR best practice.
Interpretatively analyzing interview data and reviewing CSR reports of 10Cs in NDR
was implicit. This question was designed to facility the understanding of best practice

assuming it never existed.

4. What framework do 10Cs use in their CSR activities in the NDR?

In order to address this question, historical data regarding CSR activities of 10Cs and
interview data were analyzed. The question was intended to determine if any form of
framework existed. Research question 4 revealed information that could lead to
improving what stakeholders regarded as framework. Ultimately, it could put such
approach on the path of sustainability

1.11 Design of Research

A qualitative design was adopted to accomplish the research objectives of exploring the
perception of identified stakeholder groups and subject matter experts on the CSR
practices of IOCs in the NDR, and how they impact infrastructure and capacity
development, and social welfare. Open-ended interviews were used to conduct one-on-
one interviews with three stakeholder groups and two subject matter experts as the
primary source of data. According to Creswell (2002), qualitative research allows the
researcher to explore social and cultural issues, describe groups in their natural setting
and subsequently present findings in a detailed manner in relation to the expressions of
the group. Qualitative research also enables participants to express their lived
experiences and perceptions on a particular subject without restriction (Creswell, 2002;
Conrad, 2009).

This approach allows the researcher to assess a given group taking into consideration
contemporary issues (Lindgren, 2005). Additionally, the adopted approach was
considered an effective tool to explore and reveal how stakeholders react to certain
issues that affect their lives, and what perceptions they hold onto (Dudwick et al.,
2006).  Therefore, qualitative techniques were considered most appropriate to
understand the perceptions of the stakeholder groups and subject matter experts on the

CSR practices of I0Cs in NDR. Data from the one-on-one interviews and secondary
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sources were used to verify participants’ perception and account of CSR activities of

IOCs in NDR and present a realistic representation on such views.

The selected participants were interviewed to extract their views on extant CSR
practices of 10Cs within the region. Therefore, the thesis covers what participants from
the three stakeholder groups and two subject matter experts expressed about CSR
practices of I0OCs and how such practices affect infrastructure development, capacity
development and social welfare within the NDR.

1.12 Thesis Outline

This section outlines the structure of the thesis. Chapter 2 “Literature Review” is a
review of existing literature relevant to the study. It starts with an overview of the
concept dating back to the 1970s to present. Essentially, the section examined the CSR
concept from a broad perspective and its effect on corporations and stakeholders.
Further discussion focused on models, principles, theories and rationale for CSR in
business and its application. Furthermore, the chapter reviews the literature on CSR
practices of 10Cs in host communities particularly the NDR. It also examines how
IOCs incorporate CSR strategies into their corporate policy. This led to a review of
stakeholder theory approach. In addition, it highlighted the implications of oil E&P in
the region and how this has beleaguered the relationship between the major
stakeholders. From the stakeholder analysis, corporate social responsibility issues

emerged, which is fundamental to this study.

Chapter 3 presents the methodological position for conducting the research and the
implications of the researcher’s philosophical assumptions. It also highlights the overall

approach taken in this research.

Chapter 4 examines results of the study. This chapter has three sections. First, the
sample characteristics followed by presentation of results from data analysis. The final

section discusses the results.

Chapter 5 discusses the entire thesis based on results from chapter 5. The discussions
were linked to expert opinions and researcher’s deductions from the responses of

participants. Essentially concluded the entire study based on discussions in chapter 4.
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The chapter also presented the limitations of the research together with the contribution
of the study. Finally, it suggests areas of further research and development of new CSR
ideas for the future. The chapter concludes with a summary of the key findings of

study.
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Chapter 2: Literature Review

2.1 The Concept of CSR

There is increasing demand on managers by stakeholders and other groups to
appropriate more resources to CSR. According to McWilliams & Siegel (2001) this
pressure is usually exerted by customers, employees, and community groups,
governments, and stakeholders especially institutional ones. They argue that these
expectations have led to many conflicting goals and objectives, thereby preventing
clarity in the definition of the concept. Notwithstanding this fact, they define the CSR
concept as:
“Actions that appear to further some social good, beyond the interest of firm and
that which is required by the law”.
This definition clarifies that doing something required by the law does not necessarily
imply CSR. Therefore, corporations should not mix legal activities with CSR. This
expression confirms that CSR is going beyond the law (Kakabadbase et. al., 2007).

The CSR discuss finds its genesis arguably in Smith (1776) landmark publication “The
Wealth of Nations” where he proposes that when business is unencumbered to pursue
profit and efficiency, the outcome benefits everyone i.e. serving both business and
society interests (Smith, 2001). Friedman (1970) draws his theory upon this philosophy
by arguing that the overarching aim of business is making profit for its investors, if
carried out ethically and within the law. Friedman may have underestimated the

ambiguity surrounding business ethics.

Friedman (Friedman, 1970) relates his position to the agency theory and states that
social responsibility of business people can be likened to agents acting in an
unwholesome manner as public servants. Therefore, he opines that using investors’
resources for financial gain of the investors is the ultimate priority for business and any
deviation should be viewed as disservice than good to the society (Friedman, 1970;
Lantos, 2001; Moir, 2001). This opinion is referred to as ‘shareholders model’ or
‘shareholder primacy norm’ (McWilliams & Siegel, 2001; Sharman, 2013). The
efficiency of this model has been questioned by academics and rights groups
(McWilliam & Siegel, 2001).
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2.2 The CSR Movement

The 1960s and 1970s presented a paradigm shift in business thinking leading to
heightened academic and social interest in CSR (Kakabadse, Rozuel & Lee-Davies,
2005). There are now sustained debates that have resulted in a number of models for
CSR. Additionally, there are also debates on managerial implications of CSR and
subsequent introduction of related concepts of business ethics and corporate
responsiveness (Carroll, 1999). In the 1980s, alternative themes were introduced as
balancing approach to the concept. Notably, corporate social performance and the
stakeholder theory were incorporated (Kakabadse, Rozuel & Lee-Davies, 2005). Scholl
(2001) notes that since the 1990s, CSR has been used as the ‘base point’ or integrated as
an element of other related concepts. Kakabadse, Rozuel & Lee-Davies (2005)

summarized the evolution of CSR in the figure below:

. Shareholder + Development of academid = Stakeholder + Research on corporate
] research;on CSR — mods|s, theory debated governarice, business
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Figure 1: Evolution of CSR Research since the 1950s
Source: (Kakabadse, Rozuel & Lee-Davies, 2005)

The figure above shows an overlap in the different timeframes for the constitution of the
concept. Notwithstanding that CSR is the backbone for the roles of business in society,
the justification for economic survival is still under scrutiny (Kakabadse, Rozuel & Lee-
Davies 2005). This position is supported by an extract from the comments of Mathew

Bishop, business editor of the economist by Salls (2004):
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CSR oriented programs implemented by companies are mere attempts to
keep civil pressure at bay rather than an acknowledgement that business
people should respond to ‘stakeholders’ as much as ‘shareholders’
concerns.
He further posits that society’s frustration about some decisions of companies act as
impediment to developing economic system, which has proved beneficial over the past

several years.

The above view is mostly shared by people in the Friedman school of thought
(Kakabadse, Rozuel & Lee-Davies 2005). However, evidence of more positive
relationship between CSR programs and long-term economic performance is
commonplace. The prognosis is that proponents of shareholder theory will come to
appreciate CSR over the period (Post et. al., 2002; Magolis & Walsh, 2003; McAdam &
Leonard, 2005; Thevenet, 2003). Emiliani (2001) notes that the shareholder theory is
less popular in the USA than in Asia and Europe. This is attributed to the fact that there
are guidelines and standards for CSR in different countries. However; there is no
absolute standard of CSR and this is expected to remain dynamic in most regions of the
world (Daugherty, 2001). Overall, the concept will be changing according to the

demands of different societies.

2.3 Defining CSR

The publicity and popularity of CSR has not helped in achieving a consensus definition
for the CSR concept. Consequently, it is still difficult to state the precise meaning of
CSR (Kakabadse, Rozuel, & Lee-Davies, 2005). It is factual that debate on
relationships between business and society, as well as the implied responsibilities has
been on-going for decades. Yet there is still no consensus definition for CSR (Carroll,
1991; Jones, 1995; McWilliams & Siegel, 2001). Kakabadshe (2005) attributes this
confusion to the fact that people within (or outside) the field promote their own
interpretation and implementation of the concepts that have emerged in the last 30 years
despite what literature states. Some of these many interpretations range from Corporate
Social Responsibility to Sustainable Development and Accountability to Corporate
Governance. The various themes are indications of how the concept has grown to be as

well as the importance of research (Carroll, 1999; Ougaard & Nielsen, 2002).
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Paradoxically, all these have not crystallized a ‘common ground’ that is acceptable by a
majority, which could add legitimacy, credibility and value to research on social
responsibility of business to society (Angelidis & Ibrahim, 1993; Lantos, 2001,
Ougaard & Nielsen, 2002).

Arguably, many concepts have been used in expressing society’s expectations of
business (Kakabadse, Rozuel & Lee-Davies 2005). On the contrary, none of such
themes have been identified as definition of CSR (ORSE, 2004), leading to the being
often referred to differently by groups. The concept has often been likened to Corporate
Social Responsiveness or Corporate Social Performance by academics. Similarly CSR
and/or sustainable development have assumed central position in business and civil

society with major focus on stakeholders (Lepiessier, 2001).

Given the storyline, the definition could be conceptual, practical or more managerial
statement.  The definitions have been structured in two parts; academics and business,
and civil society representatives (Kakabadse, Rozuel & Lee-Davies 2005). More recent
definitions have been added to complement the authors’ list. Tables 2 and 3 below

explore the different definitions of CSR beginning from the 1950s:
Table 2: Definition of CSR - Academic Research

Authors Definition

Bowen (1953) [CSR] refers to the obligations of businessmen to
pursue those policies, to make those decisions, or
to follow those lines of action which are desirable
in terms of the objectives and values of our society.

Frederick (1960) Social responsibility in the final analysis implies a
public posture toward society’s economic and
human resources and a willingness to see that those
resources are used for broad social ends and not
simply for the narrowly circumscribed interests of
private persons and firms.

Friedman (1962) 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, which is to
say, engages in open and free competition without
deception or fraud.

Davis and Blomstrom (1966) Social responsibility, therefore, refers to a person’s
obligation to consider the effects of his decisions
and actions on the whole social system

Sethi (1975) Social responsibility implies bringing corporate
behaviour up to a level where it is congruent with
the prevailing social norms, values, and
expectations of performance

Carroll (1979) The social responsibility of business encompasses
the economic, legal, ethical and discretionary
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expectations that society has of organisations at a
given point in time.

Jones (1980)

Corporate social responsibility is the notion that
corporations have an obligation to constituent
groups in society other than stockholders and
beyond that prescribed by law and union contract.

Wood (1991)

The basic idea of corporate social responsibility is
that business and society are interwoven rather than
distinct entities.

Baker (2003)

CSR is about how companies manage the business
processes to produce an overall positive impact on
society.

Basu & Palazzo (2008)

We can define CSR as the process by which
managers within an organization think and discuss
relationships with stakeholders as well as their
roles in relation to the common good along with
their behavioural disposition with respect to the
fulfilment and achievement of these goals and
relationships

Source: Adopted from Kakabadse, Rozuel & Lee-Davies (2005)
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Table 3: Definitions of CSR — Business and Civil Society’s Representatives

Organization

World Business Council for Sustainable

Development (WBCSD) (2003)

Definition
Corporate Social Responsibility is business’
commitment to contribute to sustainable

economic development working with employees,
their families, the local community, and society at
large to improve their quality of life.

CSR Europe (2003)

Corporate Social Responsibility is the way in
which a company manages and improves its
social and environmental impact to generate value
for both its shareholders and its stakeholders by

innovating its  strategy, organization and
operations.
Organization for Economic Co-operation and | Corporate Responsibility involves the “fit’

Development (OECD) (2003)

businesses develop with the societies in which
they operate. [...] The function of business in
society is to yield adequate returns to owners of
capital by identifying and developing promising
investment opportunities and, in the process, to
provide jobs and to produce goods and services
that consumers want to buy. However, corporate
responsibility goes beyond this core function.
Businesses are expected to obey the various laws
which are applicable to them and often have to
respond to societal expectations that are not
written down as formal law.

Amnesty International — Business Group (UK)
(2002)

Companies [have] to recognize that their ability to
continue to provide goods and services and to
create financial wealth will depend on their
acceptability to an international society which
increasingly regards protection of human rights as
a condition of the corporate license to operate.

The Corporate
(CORE) (2003

Responsibility  Coalition

As an ‘organ of society’, companies have a
responsibility to safeguard human rights within
their direct sphere of operations as well as within
their wider spheres of influence.

Novethic (2003)

Linked to the application by corporations of the
sustainable development principle, the concept of
CSR integrates three dimensions: an economic
dimension (efficiency, profitability), a social
dimension  (social responsibility) and an
environmental dimension (environmental
responsibility). To respect these principles,
corporations must pay more attention to all the
stakeholders [..] which inform on the
expectations of civil society and the business
environment.

Unilever (2003)

We define social responsibility as the impact or
interaction we have with society in three distinct
areas: (i) voluntary contributions, (ii) impact of
(business’s direct) operations, and (iii) impact
through the value chain.

Novo Nordisk (2003)

Social responsibility for Novo Nordisk is about
caring for people. This applies to our employees
and the people whose healthcare needs we serve.
It also considers the impact of our business on the
global society and the local community. As such,
social responsibility is more than a virtue — it is a
business imperative.
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European Union (2011) The responsibility of enterprises for their impact
on the society. To totally meet their social
responsibility enterprises should have in place a
process to integrate social, environmental, ethical
human rights and consumer concerns in close
collaboration with their stakeholders

Source: Adopted from Kakabadse, Rozuel & Lee-Davies (2005)

The study was not intended to exhaust all existing definitions of CSR, but on the
contrary, it seeks to examine some of the key elements of the concept that shape it in a
meaningful perspective. Additionally, it presents the concept as an evolving research
area for evaluation. Given the number of definitions listed, it becomes incumbent upon

the research to examine some of the CSR models proposed by notable scholars.

2.4  Driving Factors for CSR

There is evidence to suggest that cultural diversity influence CSR practices of
organizations in different regions and countries exhibiting diverse response to the new
demands of business by society (Jamali & Mirshak, 2007). Many studies have
identified various driving factors for CSR practices in a number of countries. Table 4

below outlines the varying driving factors for CSR and associated authors in different.

Table 4: Driving Factors for CSR by Country and Associated Authors

Country Driving Factor Author

Portugal Socio-cultural demands Abreu et al. (2005)

Cyprus Managerial initiative Papasolomou-Doukadis et al.
Financial gain (2005)

Finland Limited attention to philanthropy | Juholin (2004)
Long-term profitability

Italy Stakeholder needs Long et al. (2005) & Tetani et al.

(2004) &
Netherlands Economic benefits Uhlaner et al. 2000

Legal and ethical expectation
Philanthropic/community

involvement

Spain Philanthropic motive De la Cruz Deniz Deniz &
Profitability Cabrera Suarez (2005)

Malaysia Islam (proscription of certain | Frynas (2009)
business practices)

South Africa Apartheid Frynas (2009)

Argentina December 2001 economic | Frynas (2009

meltdown
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The above confirmation is an indication that most firms in these countries are driven by
profitability and other business and concerns to involve in CSR. It is also evident that
some view CSR as a commitment to the overall wellbeing of the society. Additionally,
it is a validation of the point that CSR has no defined dimension in Africa. Majority of
the countries listed are in Europe, underscoring the notion that the region has a more

robust CSR approach irrespective of the underlying motives.

For example in Nigeria, it has been argued that CSR is driven by a need by firms,
especially 10Cs to maintain a peaceful operating environment (Ite, 2006; Akpan, 2006).
This factor can be viewed as being similar to the profitability motives of firms in
Europe given that the whole idea is to ensure business activities are carried out without
undue interferences. Aside all these cross-cultural diversity in CSR practices, a number
of studies consider CSR to encompass ethical responsibility, where philanthropic
considerations are optional but at the same time expected (Longo et al., 2005).
Conversely, other studies view CSR as a practice where businesses accept a given legal
framework but at the same time conducting its activities with high level of morals
(Juholin, 2004).

2.5 CSR Models

2.5.1 Carroll’s Model

A number of perspectives have been captured in an attempt to conceptualize CSR
(Jamali & Mirshak, 2007). Carroll (1979) proposes what is known as the four-part of
CSR, which he embedded in a conceptual model referred to as Corporate Social
Performance (CSP). In this process of conceptualization, Carroll identifies four types of
social responsibilities as economic, legal, ethical, and discretionary (philanthropic).
Furthermore, he suggested three attributes for corporations seeking to incorporate CSP
in their strategies:
1. Define basic CSR
2. Demonstrate an understanding of the subject for which social responsibility
exists, and

3. Specify philosophy of responsiveness to the subject.
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According to Jamali & Mirshak (2007), the first part of Carroll’s concept (economic
Responsibility) involves the assimilation and adoption of basic CSR types. This
responsibility entails return on shareholders’ investment, discovering new resources,
promoting technological innovation and advancement, creating jobs, and fair pays for
workers and creation of new products and services. Carroll (1979) implied thus that
business is the powerhouse of the economy, as such all other associated roles are based

on this fundamental assumption.

The legal responsibility is the second part of this concept and entails legal and
regulatory requirements that govern business activities (Jamali & Mirshak, 2007).
From this underpinning, society expects business to conduct its economic activities
within the confines of the law. However, regulation does not guarantee that business
will respond to issues equally irrespective of the legal requirements (Pratima, 2002).
The third responsibility (ethical) describes ethical obligations of business. This
responsibility translates to business doing what is right and fair. Therefore, ethical
responsibilities in business are those expectations placed on business by corporate
stakeholders and the civil society in general (A.B Carroll & Shabana, 2010). Ethical
responsibility is assumed to overcome the limitations imposed on business to engage in
CSR (Solomon, 1994). Essentially, ethical responsibility consists of business activities
that are not enshrined in law, but are expected of business by society (Jamali &
Mirshak, 2007). Such responsibilities include avoiding things that harm society, have
respect for stakeholders and preventing social injury. These expectations are consistent
with religious principles and human rights (Lantos, 2001). However, Carroll (1979)
notes that controversy surrounds the accomplishment of these goals by business.

The last type of responsibility proposed by Carroll (1979) is discretionary judgment, in
which business is expected to make good choices on philanthropic activities aimed at
assisting the less privileged in society. Frederick (1994) opines that this kind of
responsibility is founded on the premise that the relationship between business and
society is inextricable.  According to Jamali & Mirshak (2007), discretionary
responsibility is viewed as the most complex of all four. They based this on its limits
and inherent implications that could conflict with the profitability objectives of

business.
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In essence, corporate philanthropy (or discretionary responsibility) is the idea of firms
giving back financially to the society some of its wealth from business activities. On
this note, the ‘charity principle’ was introduced (Frederick, 1987; Mitnick, 1995).
was referred to as the obligation of the wealthy to support the less fortunate in society
(i.e. business as custodian of ‘society’s resources’) to justify the CSR concept.

Philanthropy in this instance does not necessarily imply that a firm articulate strategy,

which is used for a holistic assessment of its impacts on society, and to design plans,

policies and tools to improve overall interest towards the society (Kakabadse & Rozuel,
2005).

However there may be absolutely nothing wrong in business being strategic
about its philanthropic expectations.

Carroll (1991) revisited the four-part definition of CSR and arranged them in the form
of a pyramid. This arrangement was intended to demonstrate relevance and aggregation
of the four responsibilities. The principal responsibility identified in this pyramid is
economic and the discretionary responsibility viewed as apex (Jamali & Mirshak,
2007). This review of the conceptualization shows they are interrelated, and the

implication is that any organization aspiring to be ethical must also be economically and
legally responsible.

From this position, economic and legal responsibilities are
mandatory, ethical responsibility is expected and discretionary responsibility desired

(Windsor, 2001). Figure 2 below is a hierarchy of Corporate Social Responsibilities
(Carroll, 1991):
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Figure 2: Carroll (1991) Hierarchy of Corporate Social
Source: Carroll (1991)
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Another component proposed in Carroll (1979) corporate social performance model
involves the social issues that business needs to address and a philosophy of
responsiveness to such issues. This responsibility implies recognition of the fact that
business should articulate effective responsibility performance that is aimed at
systematically isolating the social issues that are of interest. However this model was
not extensively addressed in that piece of work, rather the conceptualization was a
simple differentiation between a reactive, defensive, accommodative or proactive
responsiveness strategy (Jamali & Mirshak, 2007). In this regard, it will be balancing to

examine another important model proposed by Wood (1991).

2.5.2 Wood (1991) Model

The model by Wood (1991) is viewed as a significant improvement in CSR research
(Jamali & Mirshak, 2007). Essentially, a researcher adopting the model should first
consider the principles that motivate a firm’s social responsibility actions at three levels
of analysis namely; institutional, organizational, and individual. Table 5 below outlines

the Corporate Social Performance Model by Wood (1991):
Table 5: Wood (1991) Corporate Social Performance Model

Outcomes of

Principles of Corporate Social

Responsiveness

Process of Corporate Social

Responsiveness

Corporate

Behavior

Institutional Principle:

Legitimacy

Environmental Assessment

Social Impacts

Organizational Principle: Public

Responsibility

Stakeholder Management

Social Programs

Individual Principle: Managerial

Discretion

Issues Management

Social Policies

From the above table, Wood (1991) conceptualized CSR literature into three principles:

1. The principle of legitimacy; this is essentially the societal expectations from

business at an institutional level,

2. The principle of public responsibility, which operates at the organizational level and

involves the potential impacts of business activities, and

3. The individual principle, which applies managerial discretion where managers are
viewed as “moral actors” (Wood, 1991; Robertson & Nicholson, 1996).
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This model to an extent is a direct response to the definition of CSR boundaries. It
removes the hierarchy between the principles and proposes three different types of
responsibility depending on the level of investigation one chooses (Kakabadse, Rozuel
& Lee-Davies 2005). Thomas & Simerly (1995) drawing on the work of Wood (1991)
similarly note that the motivation for a firm’s CSR is in three parts. Firstly, Principle of
legitimacy (institutional level), this implies the desire of the firm to maintain credibility
and legitimacy as a responsible member of society. Secondly, motivation stems from an
organization’s sense of responsibility for outcomes associated with their business
activities. The final motivation is the choice of individual managers and their personal
responsibility preferences and inclinations. Jamali & Mirshak (2007) argue that these
principles are not mutually exclusive but rather complementary. Therefore, they went
further to integrate the two models for the purposes of clarity and enhanced

understanding.

2.5.3 Integrating the Two Models

Jamali & Mirshak (2007) expatiate that the models proposed by Carroll and Wood are
complementary. Following this position, they went further to reconcile and integrate
the two models. In their view, Carroll’s CSR categories are the domains within which
all CSR principles, processes and outcomes are founded. Therefore, the Wood (1991)
model can be said to be an extension of Carroll’s principles. Effectively, it considers
each responsibility; be it economic, legal, ethical or discretionary. Furthermore, it
examines the motivating principles for each responsibility, the specific process of
responsiveness and outcomes of corporate social behavior (Jamali and Mirshak, 2007).
In spite of the above analysis, Jamali & Mirshak (2007) still argue that the models by
Carroll and Wood are not all inclusive as they did not adequately address all the factors
associated with CSR. Table 6 below outlines their categorization of CSR into four
broad themes: economic, legal, ethical and discretionary. Interestingly, this is similar to
the two models described earlier. The table below epitomizes the main features of the

integrated model:



32

Table 6: Integration of Carroll and Woods” CSR Models

Domains

CSR Principles

Process of Responsiveness

Outcomes of Corporate

QOutcome

Cell 1: Economic

Cell 2: Legal

Cell 3: Ethical

Cell 4:

Discretionary

Social Legitimacy

Public Responsibility
Managerial Discretion
Social Legitimacy

Public Responsibility
Managerial Discretion
Social Legitimacy

Public Responsibility
Managerial Discretion
Social Legitimacy

Public Responsibility
Managerial Discretion

Environmental Assessment

Stakeholder Management
Issues Management
Environmental Assessment

Stakeholder Management
Issues Management
Environmental Assessment

Stakeholder Management
Issues Management
Environmental Assessment

Stakeholder Management
Issues Management

Social Impacts

Social Programs
Social Policies
Social Impacts

Social Programs
Social Policies
Social Impacts

Social Programs
Social Policies
Social Impacts

Social Programs
Social Policies

Source: Jamali & Mirshak (2007)

2.6 CSR Focus by Countries

In the beginning, few organizations were focused on the three principles of economic,
legal and philanthropic responsibilities. However, more recently the focus is shifting to
factors such as environmental, educational and health responsibilities (Sharma & Kiran,
2013).

initiatives, healthcare delivery system and education for underprivileged societies.

Evidently, organizations are apportioning more funds in environmental

Accordingly, globalization has stimulated changes in traditional CSR practice, the
implication being that business people are allocating more resources to education,
environmental and health sector (Sharma & Kiran, 2012). Different countries have
different foci for CSR. This is a validation of the argument that there is uniqueness in
the practice of CSR. Table 7 below is a list of countries, their CSR focus and associated

authors.
Table 7: CSR Practice Country wise Focus

Country Author Name Sector CSR Practice

Business students
attribute more
importance to
environmental CR and
less importance to
social CR than
managers.

Europe Furrer et. al.(2009) Education

CSR started out as a
neo-liberal concept that
helped to downscale
government regulations,
but that it has in turn
matured into a more
progressive approach of

The role of
governments in CSR
characterizing public
policies

Europe Steurer (2010)
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Country

Author Name

Sector

CSR Practice

societal co-regulation.

Indonesia

Arli, and
Lasmono (2010)

Consumers’ perception
of CSR

Consumers are often
unaware and
unsupportive towards
CSR. But When
consumers have to buy
similar products with
the same price and
quality, CSR could be
the determining factor.
Eg. ITC notebooks.

Chinese

Ramasamy, and
Yeung, (2009)

Consumers Perception
of CSR

Economic
responsibilities are most
important while
philanthropic
responsibilities are of
least importance.

Mexico

Muller, and Kolk,
(2009),

Auto industry

Local companies do
engage in the type of
CSR activities
commonly associated
with CSR in developed
countries.

Germany and UK

Silberhorn, D, and

CSR view from big

German companies

Warren, R.C., (2007) companies could benefit more
from demonstrating a
broad, business-driven
understanding of CSR.
Finland Kapoor, and Compares CSR Japanese business is not
Sandhu (2010) practices of forest keeping up with
company, a cooperative | corporate social
bank, and a retail responsibility practices,
cooperative and it needs to achieve
a more global mode of
transparency and
accountability.
Japan Fukukawa, and Multinational
Teramoto (2009) companies

United States, Europe,
and Asia

Hill (2007)

Company stock market
valuation

European countries and
United States
represented in this
study are best
characterized by
horizontal
individualism.

Thus, their possible
impact on socially
responsible investing
may be very different
than Asian investors.

India

Murthy (2008)

Top Software Firms

Corporate social
disclosure practices of
the top 16 software
firms in India. firms
had different
motives/reasons for
reporting the different
attributes of CSR.

India

Chaudbhri et. al.
(2007)

Information technology
(IT) companies

IT companies in India
are lagging behind in
creative and effective
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Country Author Name Sector CSR Practice

CSR communication on
their Web sites.
Multinational
corporations would do
well to proactively
present CSR
information on country
specific sites as an
expression of their
commitment to local

communities.

Asia Chapple and Moon, CSR Web Site Multinational
(2005) Reporting companies are more
likely to adopt CSR

than those operating
solely in their home

country.
India Kapoor and Sandhu Impact of Corporate Bi-dimensional model
(2010) Social Responsibility
on Financial
Performance
India Kiran and Sharma Education Introduce CSR into
(2011a) course-work of
management
curriculum.
India Kiran and Sharma Health, Education & Investment in CSR
(2011b) Environment initiatives vary
according to the firm
size.
India Kiran and Sharma Health, Education & Need of the hour is for
(2011b) Environment the development of
CSR framework

Source: Sharm & Kiran (2013)

According to Matten & Moon (2005) CSR is a complex term and the word social
responsibility has been randomly used. Significant literature on contemporary CSR has
focused on economic and philanthropic issues associated with the concept (Basu &
Palazzo, 2008; Margolis & Walsh, 2003). The table above suggests country specificity
in the study of CSR. However, the trend is progressive and ushers in diversity (Sharma
& Kiran, 2013). This confirms that the concept has transitioned from social welfare to
include transparency, accountability and corporate citizenship (Waddock & Bodwell,
2007). Therefore, CSR has moved beyond philanthropy and image laundering and now
associated with consumer needs in general and societal benefits at best (Sharma &
Kiran, 2013).

The relative lack of CSR literature on Africa is very apparent. The reason appears to be
a lack of interest by contemporary authors in the region as demonstrated in the above
table. This is consistent with the views of Amaeshi et al. (2007) and Ogula (2010) that
CSR studies are still structured to reflect western philosophy. The above table is a
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validation of the point raised from the outset that sufficient literature on CSR does not
exist in Africa. In the 18 studies listed, Africa was never a focus for any of the authors.
Therefore, it will be more balancing for authors to increase studies on CSR from an
African perspective give the content’s associated challenges.

2.7 Criticism of CSR

Some authors are of the opinion that CSR has outlived its usefulness and have identified
two flaws with the concept. First, they argue that it promotes ‘separation theses,
implying that business issues and social issues are mutually exclusive. However, the
stakeholder theory considers the two as intertwined in terms of economic, political,
social and ethical issues (Freeman, Velamuri & Moriaty, 2006). This position is
consistent with the notion that managers with pragmatic framework for CSR actions are

considered to be fair and just.

The second flaw for CSR is its focus on corporations. This is viewed as a restrictive
approach that considers only corporation for CSR rather than a generic package for
every organization. On the contrary, the stakeholder theory acknowledges the roles
both small and large firms play in driving CSR (Freeman, Velamuri & Moriaty, 2006).
In a wider sense, CSR is embedded with a variety of business actions with emphasis on
sustainability and the new role of business in the society (Blowfield & Googins, 2006).
Notably, there is also increased expectation for these new roles and tactics (Burke,
2005).

All business leaders inevitably come into contact with key stakeholders and this could
result in conflict based on varying interests. It could be in the form of global versus
regional expectations as well as cultural impositions (Freeman, Velamuri & Moriaty,
2006). This makes the union between stakeholders and CSR complex, as organizations
are still struggling to understand the dynamics and scope of the concept (Morsing,
Schultz, & Nielsen, 2008).
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2.8 Key Elements of CSR

2.8.1 Stakeholder Theory

According to Freeman (1984: 48) “if you want to manage effectively, then you must
take your stakeholders into account on a systematic fashion”. This has led to growing
academic and social interest in stakeholder analysis and management. Similarly,
several debates have been associated with the concept given the new business focus
(Laplume, Sonpar, & Litz, 2008). The stakeholder proposition requires managers to
build constructive relationships with various stakeholders such as employees,
customers, suppliers, government agencies, communities and other interest groups
including shareholders (Freeman & McVea, 2001). In order to analyze the literature on
stakeholder, the concept is outlined, and discussion on the perspective of the theory

expatiated. Overall, a discussion of stakeholder management and strategy is examined.

In spite of extensive research in stakeholder issues in the last two decades, it has been
mostly described as the opposite of the shareholder model. The latter emphasizes
shareholder primacy and argues that they have legitimate claim on their company
(Emiliani, 2001; Halal, 2001). As a subject of CSR, stakeholder theory is also faced
with similar controversies on its nature and scope. Irrespective of these controversies,
there appears to be some agreement regarding the general concepts in stakeholder
theory (Hillman, Keim & Luce, 2005). These authors identify four central attributes:

1. The firm has relationships with constituent (stakeholder) groups,

2. The process and outcome associated with these relationships of interest,

3. The interest of all legitimate stakeholders have value, and
4

. The focus of stakeholder theory is on marginal decision making.

Relative to this theory, other authors have also defined it using two basic principles as
“that to perform well, managers need to pay attention to a wide array of stakeholders,
and that managers have obligation to stakeholders which include, but extend beyond
shareholders” (Jones et al, 2002: 20). Overall, stakeholder theory is three-part;
“organizations have stakeholder groups that affect and are affected by them, these
interactions impact on specific stakeholders and the organization, and perspectives of
salient stakeholders affect the viability of strategic options” (Haberberg & Pieple, 2001.:
74, Simmons, 2004). This leads to the examination of different definitions for

stakeholders through stakeholder analysis.
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2.8.2 Definition of Stakeholder

There is divergence in opinion on the nature of “stakeholder” as a concept. Many of the
recent definitions emanate from the seminal work of Freeman (1984) where he makes a
distinction between people that affect or affected by business decision or action (Reed
et.al, 2009). It is relevant to note that stakeholders predate Freeman’s work (Rowley,
1997). The word stakeholder was first applied in the seventeenth century, where it was
used to describe a third party enlisted with the stakes of a bet (Ramirez, 1997).
However, Schilling (2000) argues that the work of Fillet (1918) is instrumental to
Freeman’s stakeholder theory that came several decades later. In a narrow perspective,
Bowee (1988: 112) defines stakeholders as those groups or individuals “without whose
support the organization will seize to exist”. Subsequent definitions propose a wider
and more normative position by viewing it as “any naturally occurring entity that is
affected by organizational performance”. That includes living and non-living entities as
well as mental environmental constructs, such as respect for past generation or
wellbeing of future generations (Starik, 1995; Hubacek & Mauerhofer, 2008).

Historically, there seems to be a natural fit between the idea of CSR and the
stakeholders of an organization. Yet, there is controversy on what the word ‘social’
implies as it lacks specificity on which the corporations is responsible to (Carroll,
1991). Fundamentally, stakeholder concept personalizes societal responsibilities by
defining the specific groups or persons that should be considered by business in its
CSR. Therefore the stakeholder concept personifies those that the organizations should
respond to (Carroll, 1991).

A number of scholars have come with frameworks that distinguish stakeholders. For
example Mitchell et.al. (1997) developed three attributes of stakeholder relations:

1. The stakeholder group’s power that may influence the firm,

2. The legitimacy of the relationship between stakeholder group and the firm, and

3. The urgency with which the stakeholder group has claim on the firm.

These attributes were further summarized into definitive, instrumental, dependent,
dormant, discretionary, demanding stakeholders and non-stakeholders. This
demonstrates diversity in the stakeholder debate. Debatably, managers can use the

variables of legitimacy, power and urgency to identify the degree of relevance of
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stakeholder types. The normative and instrumental categorization will be further
differentiated.

2.8.3 Normative and Instrumental Stakeholder Theory

The work of Donaldson and Preston (1995) has inspired the development of stakeholder
approaches in two different perspectives. In their work, they consider four types of
stakeholders namely descriptive, instrumental, normative and managerial. Accordingly,
two approaches (instrumental and normative) have been given particular consideration
in literature (Kakabadse, Rozuel & Lee-Davies, 2005).

Donaldson and Preston (1995: 74) define stakeholder management as acting “as if all
stakeholders’ interests have intrinsic value”. Following this definition, they refer to
instrumental stakeholder theory as a platform for assessing the financial impacts of
acting as if all stakeholders’ interests have intrinsic value. This definition by Donaldson
and Preston (1995) further suggests similarities in both normative and instrumental
stakeholder theory by assuming that they are two sides of the same coin. This
interpretation is shared by other authors (e.g. Jones & Wick, 1999; Shankman 1999;
Oorts & Strudler, 2002), as they consider instrumental theory as the financial effects of

acknowledging the normative stakeholder theory.

The normative stakeholder theory seeks to justify stakeholder theory from a moral or
philosophical underpinning. It views all stakeholders as having intrinsic value
(Berman, Wicks, Kotha & Jones, 1999). This emanates from the opinion that
stakeholders affect and are affected by the firm (Frooman, 1999). Therefore, it becomes
binding upon organizations to look after all of its stakeholders (Berman et al., 1999).
Proponents of normative stakeholder theory argue the importance of giving attention to
multiple stakeholder groups because it is perceived as the best approach. However,
there is an acknowledgement that it may not represent the most profitable path for the
firm (Berman et al., 1999; Jawahar & Mclaughlin, 2001; Jones & Wicks, 19999;
Trevino and Weaver, 1999). Jones & Wicks (1999) refer to this perspective as being bi-
directional, given that it underscores the negative effects of self-centeredness.

The instrumental stakeholder theory views stakeholder management theory as a tool to

achieve expected outcomes that are centered on profitability. On the contrary,
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normative stakeholder theory considers ethical legitimacy of shareholders’ claim on the
organization as paramount (Jones et al., 2002). Hummels (1998) refers to instrumental
stakeholder as ‘primary’ and at the same time argues that normative stakeholders are
critical. In this vein, Scholl (2001) identifies two strands of stakeholder research. The
first strand is referred to as ‘Social Science’ strand. This strand examines the
instrumental motivation of stakeholder theory. The second strand is the ‘Business
Ethics’, which suggests that each stakeholder potentially has intrinsic value by them and
should form an ethical framework for managers. Following this, the instrumental
stakeholder theory seems open to criticism. This is constructed on the point that it
redefines an all-inclusive stakeholders’ claims formulation through economic reasoning.
Invariably, this position argues that it makes good business sense to accommodate those
stakeholders’ opinion that will have strategic implication on business (Kakabadse,
Rozuel & Lee-Davies, 2005). However, some authors opine that this action alone does
not translate to business morality for the firm as it lacks the desired commitment to
good citizenship (L’Etang, 1995; Goodpaster, 1991; Hummels, 1998). The criticism is
that organizations are likely going to communicate ethical behaviors as a matter of
public relations. Therefore, some of the approaches adopted could be structured

towards economic gains (L’Etang, 1995)

The instrumental perspective considers stakeholders as important due to the fact that
addressing their needs would translate to good business practice (Jones, 1995).
Resulting from this argument, Berman et al. (1999) asserts that stakeholders influence
the organization; consequently, effective management of stakeholders could lead to
business successful maximization of profit (Berman et al., 1999). Frooman (1999)
refers to instrumental stakeholder theory as unidirectional as opposed to the bi-
directional nature of normative stakeholder. Instrumental stakeholder theory is
primarily built around the economic benefit of the firm. It follows therefore that
stakeholder concerns are only considered by firms in decision making when they have
strategic business value (Berman et al., 1999; Frooman, 1999). The difference between
the two is that instrumental stakeholder considers stakeholders as part of organizational
strategy rather than what drives it (Berman et al., 1999; Donaldson & Preston, 1995).
Overall, the goal of instrumental stakeholder management is the traditional
organizational performance (i.e. most importantly financial growth). Studies have made
persuasive argument on the correlation between positive relationship between multiple

stakeholders and performance index, suggesting a strategic validity to effective
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stakeholder management (Berman et al. 2001; Jawahar et al., 2001; Jones, 1995). As a

consequence, there is need for cooperation between all the stakeholders for mutual gain.

2.8.4 Stakeholder Analysis

Many approaches have been developed to analyze stakeholders based on their
constructive and destructive tendencies. Therefore, the need to understand their interest
and influence becomes obligatory as they could threaten or support a firm’s business
agenda (Brugha & Varvasovsky, 2000). As result, managers have adopted stakeholder
analysis to achieve aims such as mobilizing, neutralizing or defeating stakeholders
(Reed et al, 2009).

Drawing on the work of Brugha & Varvasovsky (2009), Reed et al. (2009) notes that
policy analysts have attempted to reconcile the importance of information, institutions,
decisions and power influence policy agenda for stakeholders in social networks. They
further opine that stakeholder analysis is instrumental to generating information on the
relevant actions in order to understand their behavior and influence on the whole
decision-making process. Pain (2004), while expressing disappointment, argues that
stakeholder analysis may have been wrongly applied in projects that did not adequately
understand stakeholder dynamics and the aftermath has been failure.

2.8.5 Significance of Stakeholder

There is thinking that stakeholder approaches derail business objectives (Profit) by
embracing social goals (Vinten, 2000). On the contrary, the concept does not
discriminate against the core purpose of business, but only widens the scope (Kabda,
2005). Broadly speaking, stakeholder theory does not argue the legitimacy of
shareholders claim. However; it challenges the notion that shareholders should be the
preferred or only claimants (Hummels, 1998; Emiliani, 2001). Clarke (1995), an
advocate of restrictive stakeholder, opines that organizations run a risk by ignoring its
primary stakeholder.  Thus, they must combine profitability with stakeholder

management to strike a balance.

Reiterating the position of Jones & Wicks (1999: 2009), the stakeholder approach is not
intended “to shift focus of firms away from market success toward human decency, but
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to come up with understanding of business in which these objectives are linked and
mutually reinforcing”. Interestingly, there has been extensive research in this area in
the last three decades in order to establish a link between CSR and financial
performance, and the outcome has been positive (Margolis & Walsh, 2003; Orlitzky et
al., 2003). In spite of this positive correlation, it still remains complex to determine the
contribution of CSR in real terms (Ougaard & Nielsen, 2002; Margolis & Walsh, 2003).

2.8.6 Justification of Stakeholder Analysis

Bowen (1988: 112) proposes a narrow (instrumental) definition of stakeholders as those
“without whose support the organization will seize to exist”. In a broader sense,
stakeholder is defined from a normative perspective as “any naturally occurring entity
that is affected by organizational performance (i.e. living and non-living entities or even
mental-environmental constructs, such as respect for past generation or the wellbeing of
future generation (Starik, 1995; Hubacek & Mauerhofer, 2008).

From an environmental underpinning, Coase (1960) defines stakeholder as pollutants
and victims. In which pollutants affect change and victims are those affected by the
change. According to Friedman & Miles (2002), the controversy in the definition of
stakeholders arises from the inability to establish what constitutes a legitimate stake.
They argue that literature does not usually distinguish between legitimate and
illegitimate stakeholders. Similarly, Friedman (1962) expresses skepticism in his work
by suggesting that shareholders should be the only recognized stakeholders. Thus, they
remain the only legitimate stakeholders. However this position is at odds with
stakeholder analysis, which provides criteria to include other individuals and groups
other than shareholders. Such groups could range from those who affect or are affected
by an organization’s activity (Freeman 1984, Starik, 1995), to those based on theories of
natural capital investment (Schlossberger, 1994), externalities (Freeman, 1994) and
property rights (Donaldson & Preston, 1995). Frooman (1999) in his work disregards
the need for stakeholders to establish legitimacy over an organization noting that “the
appropriateness of the stakeholder’s claim may not matter nearly as much as the ability
of the stakeholder to affect the direction of the firm”. This expression reduces the
influence of other stakeholders other than shareholders. Friedman and Miles (2006)
adopt this approach by suggesting that legitimacy is an important basis of influence and

that clarity is required on what amounts to legitimate stake.
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2.8.7 Stakeholder Theory vs. Theory of the Firm

Following the work of Coase (1937) and by extension Achilan and Demsetz and others,
a rich body of literature has emerged examining the different aspects of the firm theory
(Jensen & Meckling, 1976). Some studies have been designated as ‘transaction cost
economics’ or ‘new instrumental economics’ and applied to the themes of the firm.
These studies reflect issues of market failure such as transaction cost, the principal-
agent problem, asymmetric information, opportunistic behavior and moral hazard
(Jensen & Meckling, 1976). These authors consider firms as a link of contracts
designed to mitigate conflicts that arise between shareholders and managers as well as
within the firm (Cheung, 1983). Following the types of contracts, studies can be
categorized into two; complete contracting perspective and incomplete contracting

perspective.

Complete contracting assumes that agents are able to anticipate all future occurrences
and devise detailed contracts without inherent cost (Grossman & Hart, 1986;
Williamson, 1981; 1988). Conversely, the incomplete contracting category underscores
the costs of drafting complex contracts and the significance of carrying out monitoring
(Alchan & Demsetz, 1972; Hart, 1988; Holmstrom & Milgrom, 1994). However, the
stakeholder theory argues that management should take care of the relationship with
stakeholders such as employees, customers, suppliers, government and communities in
the same manner with shareholders (Evan & Freeman, 1993; Freeman, 1984; Freeman
& Evan, 1990). Accordingly, this stimulates a debate for the management of
stakeholder relationships versus shareholder relationships. Some issues such as agency
problems, fiduciary duties, property rights and transaction costs have been associated
with managing these relationships. Some of these issues are further discussed to

enhance understanding.

2.8.8 Agency problems

Essentially, agency theory is associated with agency problems that are rooted in
divergent interest between the agents (managers) and principals (shareholders). This
theory proposes that the firm is a node of explicit contracts and supports shareholders’
primacy (Alchian & Demsetz, 1972; Jensen & Meckling, 1976; Ronnegard & Smith,
2010).  Williamson (1985), a proponent of shareholders’ primacy argues that
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shareholders’ interests are not protected as much as that of other stakeholders, thereby
putting their investment at risk. In a similar vein, Jensen and Meckling (1976) in their
work note that the agent may not act in the best interest of the principal if both parties
are utility maximizers. However, the principal can manage this situation by
incentivizing the agent and also absorbing monitoring costs aimed at limiting
opportunistic activities of the agent. For example, they reason that it will be
disadvantageous to the agent to expend resources (bonding costs) in order to assure that
they will not take decisions that are inconsistent with the expectations of the principal or
to ensure that the principal does not suffer any loss should such decision be taken. It
follows therefore that principals (shareholders) can devise any means to prevent

opportunistic behaviors of the agent.

Realistically, it is very tasking for both the principal and agent to optimize the
monitoring of bonding activities without any associated cost. As a consequence,
residual cost may likely apply in this situation. In essence, the central point of agency
theory is to impose limit on agency cost (Fama & Jensen, 1983; Jensen, 1983).
Following this, the firm theory is examined from explicit contractual relationships to a
relationship between explicit and implicit contracts from a multi-stakeholder
perspective by Hill & Jones (1992). Their argument is based on the fact that agency
theory is similar to agency-stakeholder theory. The agency theory opines that markets
are efficient and capable of adjusting rapidly to adverse movements. They further
express that both endogenous and exogenous shocks that result in short-term market
imbalance and power differentials between managers and other stakeholders should be
allowed.

There is a complex debate on the boundaries of the duty of the manager, whether it is
exclusively to cater for the interest of shareholders or the generality of stakeholders.
Stakeholder theory considers this complexity by extending manager fiduciary duties to
multi-stakeholder groups as opposed to the traditional shareholder fiduciary perspective
(Freeman & Evan, 1993). In order to further demonstrate the relevance of this opinion,
Freeman and Evan (1993: 82) had to redefine the purpose of the firm by stating that
“the corporation should be managed for the benefit of its stakeholders, its customers,
suppliers, owners, employees and local communities”. This could be regarded as a

multi-stakeholder approach.
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On the contrary, some scholars argue that the concept of multi-fiduciary duty is morally
deficient (Marcoux, 2001), creating what is known as ‘stakeholder paradox’
(Goodpaster, 1991). Goodpaster (1991) simply put stakeholder paradox thus:
“It seems essential, yet in some ways illegitimate, to orient corporate
decisions by ethical values that go beyond strategic stakeholder

considerations to multi-fiduciary ones™.

He further suggests that the multi-fiduciary approach affects manager’s accountability
to shareholders given that it connotes a contradiction that hinders requests for profit
maximization at the same time. Similarly, Marcoux (2001) notes that it is an onerous
challenge for managers to perform multi-fiduciary duties among parties with conflicting
interest simultaneously.  Invariably, it is only moral that fiduciary duties be

concentrated only on relationships between the managers and shareholders.

From a public policy perspective, Boatright (1994) challenges Goodpaster position
using a three-point view. First, he argues that there is no direct relationship between the
property rights of shareholders and the fiduciary duties of managers. He asserts that
shareholders are essentially beneficiaries and not owners of a corporation. This
consideration is made based on the fact that shareholders can trade their shares in the
stock market when they feel their expectations are not being met or for the purposes of
divestment without much transaction cost. Therefore, shareholders enjoy flexibility
relative to their investment. The second argument put forward by Boatright (1994) is
that no express contract exists; thus, implicit contract between shareholders and
management is surrounded by ambiguity. In essence, there is no negotiation on mutual

obligations as only little interaction ensues between the parties.

In his third view, Boatright refers to managers as “agents of the corporation not
shareholders” (Boatright, 1994: 399). This position was further validated by making
reference to the second Restatement of Agency, Section 1: “(1) consent to the relation,
(2) the power to act on another’s behalf, and (3) element of control” (Boatright, 1994:
399). He concludes that these conditions do not exist in the relationship between
managers and shareholders and calls to question the authenticity of the claims. Drawing
on this perspective, Phillips (2003: 80) concurs by noting that the fiduciary duty of

managers is relevant to only the corporation rather than to shareholders. In his words:
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If care were taken to distinguish shareholders from corporation, we
would see that the shareholder, in fact, continue to control the stock that
IS both their asset and their investment. The assets Marcoux describes
as being under the control of management are the assets of the

organization, not the shareholders

Overall, the stakeholder studies support the position that manager accountability is all
inclusive (i.e. all stakeholders) to parties in a corporation and not exclusively to
shareholders. In the view of Boatright (2002) the contract theory is not premised on
shareholder or the stakeholders perspective and is not fundamental to either stakeholder

or shareholder primacy.

2.8.8.1 Property Rights

This is another issue of for consideration. Two types of definitions have been identified
for property rights. The first is narrow in perspective and refers to it as “legal recourse
available to owners of property” (Asher, Mahoney & Mahoney, 2005:7). However, a
more broad definition refers to it as: “any sanctioned behavioral relations among
decision makers in the use of potentially valuable resources” (Asher et al., 2005: 7).

This includes any social institutions as well as legally enforceable claims.

In the study by Coase (1960), resources do not necessarily imply a physical asset, as it
could be in the form of rights. Invariably, the resources owned by a firm could refer to
property rights rather than brick and mortar. Following this argument, Donaldson and
Preston (1995: 83) introduce the notion that “property rights are embedded in human
rights and that restrictions against harmful uses are intrinsic to the property right
concept clearly brings the interest of others (i.e. of non-owner stakeholders) into the
practice”. Paradoxically, they suggest that “the stakeholder model can be justified on
the basis of the theory of property; because the traditional view has been that a focus on
property rights justifies the dominance of shareowners’ interest” (Donaldson & Preston,
1995: 83).

Asher et al. (2005) draw a conclusion between property rights theory and resource-
based view, by arguing that maximizing shareholders’ value is consistent with the logic

behind explicit contracting framework.  Therefore, it cannot demonstrate the
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appropriate firm value considering the fact that it ignores implicit contracts. They
imply that other stakeholder should be taken into consideration alongside with
shareholders by stating:
“When considering both explicit and implicit contracts, when assessing
the economic value generated by the firm, one needs to assess the

economic surplus captured by all stakeholders (2005: 15).

Essentially, this position underscores the significance of other stakeholders in a firm’s

value creation and value distribution channels.

2.8.2 Transaction Costs

The final issue of consideration in this category is transaction cost. Jones (1995)
identifies three other sources of transaction cost in addition to the agency cost described
earlier. The first is the information asymmetry between the seller of resources and the
buyer. This is associated with the problem of value uncertainty or opportunistic
behavior. In this instance, transaction costs will consist “(a) search cost (b) negotiating
cost, (c) monitoring cost (d) enforcement and (e) residual loss” (Jones 1995: 410).
Williamson (1985) notes a second cost as hold-up problem. This refers to an obstacle to
investment in a specialized resource, which would improve efficiency of both the
supplier and the consumer. Given that difficulties are usually experienced in disposing
specialized resources, there could be reduction in the value investment or increased
cost. Such costs may be incurred in the process of negotiating, monitoring and

enforcing contracts in order to prevent a hold-up.

The third cost is described by Jones (1995) and is referred to as team production (or
consumption) problem. He describes the team production problem by using the work of
Hardin (1968) as “tragedy of the commons” — where individuals tend to exploit or over-
consume a resource collectively owned by society. As a result, transaction costs
obviously increase due to unscrupulous behaviors or arrangements required to curb such
misadventure. Jones (1995) argues that mutual trust and cooperation founded on ethics
and corporation morality between multi-stakeholders can actually reduce both agency
and transaction costs thereby creating efficient contracting. He summarizes that:
“because the cost of opportunism and of preventing or reducing

opportunism are significant, firms that contract on the basis of trust and
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cooperation will have a competitive advantage over those that do not use
such criteria (Jones, 1995: 432).

2.9 Legitimacy of Business

Legitimacy has grown to be an important aspect of contemporary business. Moir
(2001) examines the reason that makes legitimacy central to business by drawing on the
work of Suchman (1995). It was noted in that work that:
If legitimacy is so important for business, up to serving as an incentive to
engage in social responsibility, it may actually be that “society grants
legitimacy and power to business”. In the long run, those who do not
use power in a manner which society considers responsible will tend to
lose it (Davis, 19973; Wood, 1991).

The above statement is popularly referred to as “Iron Law of Responsibility’ and has
implications on social contract (Kakabadse & Rozuel, 2005). The summation for this
position is that society grants business some conditional power and influence; where
business fails to use such power responsibly, it could jeopardize its social, economic
and political standing and even existence in the society (Kakabadse & Rozuel, 2005).

Taka (1999) simply points that the firm is meant for the society and not vice versa. This
expression confers so much power on the society, in which it determines what is right or
wrong. It makes the society both judge and monitor of members’ compliance and
punish those who do not follow the rules. As a consequence, the firm is expected to act
as ‘public steward’ or as citizens entitled to social responsibility like everyone else
(Chen, 1975; Davis, 1975; Takala, 1999). According to Kaba (2005), the above
argument balances power and forces between society and business, considering the fact
that business has become an integral part of society. The campaign for CSR and
agitation by rights group could be attributed to this control as members of the society
aspire to gain control they should ordinarily have. However this issue still faces real

challenges as there is no clarity for a straight solution (Wood, 1991).

2.10 Accountability and CSR
Accountability simply put is a process whereby leaders, companies or organizations

adopt for the purposes of integrity. It has been noted that accountability is a key
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challenge for organization in this global stakeholder society (Frame, 2005). Therefore,
it becomes incumbent upon managers to reconcile and align the demands, needs and
interest, and values of all the stakeholders. Such stakeholders include employees,
suppliers, shareholders, communities, NGOs and the entire society. Frame (2005)
further notes a growing number of literature in areas of CSR accountability and a
requirement for NGOs to be as ethical, transparent, and accountable as those they
perform oversight function on. This expression is a demonstration that accountability
cuts across board. However, there has been inconsistency in the manner in which
communities demand for accountability. According to Garvey & Newell (2005), doubt
exists on the effectiveness of the strategies adopted by communities to seek corporate

accountability.

Similarly, Frynas (2005) expresses skepticism by arguing that accountability is far from
making false promises by organizations. He cited an example of $500 million spent by
oil; gas and mining sector in host communities in 2001, and that the efficacy of the
development program can hardly be determined. The conclusion is that a huge gap
exists between claims and actuals on the part of organizations. Arguably, accountability
is implicit on all levels of CSR on the part of leaders, customer, organizations, and
community leaders. However, accountability still remains a complex subject just like
CSR. Consistent with this opinion, it could be said the factors affecting the
effectiveness of corporate accountability are multifaceted and inextricable (D’Amato,
Henderson, & Florence, 2009). Dolan (2004) uses his work to demonstrate that
business is an interconnected web of relationships, with activities having consequences

on its objectives.

2.11 CSR as a Social Contract

CSR has been associated with the term social contract or license to operate. In that
respect, it is important to extract this definition of corporation as:
A corporation is defined as an entity created and empowered by a state
charter to act as an individual. This authorization gives the corporation
the right to own, buy and sell property, to enter into contract to sue and
be sued, and to have legal accountability for damages and debt to only
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the limit of the shareholders’ investment (Nisberg, 1988: 74; Kilcullar,
Ohles, Kooista, 1999).

From the above definition, the idea of license to operate stems from an understanding
that business will behave fairly and demonstrate accountability in its action beyond
what is required by the law (Kabie, 2001). In this vein, Moir (2001) draws on the work
of Grey, Owen & Adam to explain the reason behind business engagement of CSR.
The argument is that social contract is that which makes business to act responsibly not
because of profit interest but rather an obligation to the society. Therefore, social
contract is explicit on society’s expectation of business and vice versa (Moir, 2001).

According to Lantos (2001), this expectation may have evolved over time based on
changing societal preferences. Initially, it was profit-oriented within the confines of the
law, whereas the “new social contract” that became popular in the 1950s links social
progress to economic programs. Thus, “the enterprise’s responsibilities should be
commensurate with its economic, social and political power” (Lantos, 2001, p. 599).
Overall, business has come to appreciate the value of working with communities for the

benefit of all parties.

2.12 Contributions to CSR

CSR can be viewed as a process that consists of many stakeholder groups, which may
be highly contextual in practice and succumb to macro environmental as much as very
individual factors of influence. However CSR tends to be multidisciplinary rather than
distinct management discipline, which ought to be explored from different perspectives
(Qugaard & Nielsen, 2002). The figure below summarizes the contributions of
academics, business and members of the society to the CSR concept. It is consistent to
note that the list is neither absolute nor exhaustive, rather an effort to underscore the
main drivers in the development of CSR meaning and scope. According to Qugaard
and Nielsen (2002), academics view CSR from a social contract point of view than
sustainability and also assess it from a legitimacy perspective. On the part of society,
they consider it as the payment for power granted to business by society. Interestingly,
the trio of academics, civil society and business are in agreement that CSR is a multi-
stakeholder framework and its practicality dependent on that principle. Overall,

academics define CSR as a movement beyond legal requirement, whereas business and
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society are more concerned about the philanthropy or voluntary aspect of the concept.
Notably, all the parties have identical themes for the CSR debate. However, the
difference lies in the terminology used in assessing and implementing it (Qugaard &
Nielsen, 2002). Below is the summary of the various contributions made by academics,
civil society and business as proposed by Kakabadse & Rozuel (2005):

il Business and civil
contribution society contribution

Multi
stakeholders

Social contract |- l Sustainability

Economic Social Environmental

Beyond thelaw |
Legitimacy |

Figure 3: The CSR Concept: Major Contributions
Source: Kakabadse & Rozuel (2005)

2.13 Role of I0Cs in Nigeria

Oil creates the illusion of completely changed life without work, life for free. It
expresses perfectly the eternal human dream of wealth achieved through likely accident,
a fairy tale and, like every fairy tale, a bit of a lie (Ryszard Kapuscinski in Kashi &
Watts, (2008).

After examining the CSR concept, it became relevant to examine the activities of 10Cs
in the NDR of Nigeria as a fundamental aspect of the study. This based on the
realization that 10Cs are among Multinational Enterprises (MNEs) that are pivoting
globalization given their pedigree in the world economy. MNEs are central to world
trade and foreign direct investments (FDI) that traverse nations (Ahiakpor, 1990). In
developing nations such as Nigeria, 10Cs are the bedrock of the economy and engage in
different activities. 10Cs are particularly responsible for oil E&P in Nigeria. Following
this understanding, Travis (1998) notes:
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Multinationals forge links between these very different countries and
among the people within a country. Within third world countries,
multinationals have direct linkages through the products they produce,
many flowing to consumers who cannot read; though their workers who
are often drawn from urban slums or rural poverty; through the
purchase of materials, components, and services from local suppliers.
The secondary effects are great. Communities in short supply of
physical and social infrastructure and managerial capability call upon

the local multinational subsidiaries (Travis, 1998: 8)

The above statement places MNEs such as I0Cs in a position of power. The
implication is that some of these developing nations look up to them to fill the gaps
created by the lack of development structures and accountability. However, developing
nations remain skeptical about this power as it could be harmful to their developing
economic structure and thus agitate for more regulation in some instances (Eweje,
2001). This differing objectives most of the times create a conflict environment as
epitomized in the crisis in the NDR. This is consisted with the work of Mikesell in his
investigation of mining projects in developing nations as reported by Bosson & Varon
(1978). The investigation confirms a conflict situation between the host government
and foreign investors, where the conflict was found to be on-going as host nations
perceive the foreign investors are making profit. Therefore, they wanted a direct
relationship between the profits made by investors and what they give back to the host
nation. As a consequence, there is always friction between these countries and MNEs
as host communities have always had their reservations about the relationship (Eweje,
2001). This relationship between MNEs and developing nations has been difficult as

well as complex, with host communities feeling marginalized (Akpan, 2006).

Ahiakpor (1978) notes that this situation was the genesis of the nationalization of some
of these foreign firms in developing nation. The whole idea was to bring indigenous
people on board to create more local participation. Irrespective of this thinking, the
positive role of MNEs play in developing nations can hardly be exaggerated. This has
been highlighted in the works of Frynas (2009) and Eweje (2006). Some studies
however suggest that some of these firms may be playing this role grudgingly.
Therefore, many groups have suggested a close supervision of the activities of 10Cs in

order to reduce exploitative tendencies (Ahiakpor, 1978).
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MNEs have also had support from some groups, who argue that investment by these
firms is associated with economic benefits in developing nations. They contended that
investments of this nature fill social gaps and improve quality of life in host nations. In
this vein, Eweje (2001) refers to capital as the most important contribution of these
firms. Furthermore, he posits that MNES provide scarce economic resources to these
nations that are seriously lacking. Overall, foreign investors contribute to the economic

wellbeing of developing nations as a commitment to social responsibility.

From a different perspective, Spero (1993) notes the contributions these multinationals

make in foreign exchange to these nations through their export activities. He

summarizes thus:
First the marketing skills and knowledge of foreign markets of the MNEs
and the competitive products, it is argued, generates exports and thus
increase foreign exchange earnings of host countries. The second,
crucial resources gaps filled by multinationals, according to proponents
of foreign investment, is technology. The desire to obtain modern
technology is perhaps the most important attraction of foreign
investment for developing countries. Multinational Corporations allow
Southern States to profit from the sophisticated research and
development carried out by multinationals and make available
technology that could otherwise be out of reach of less-developed

countries (Spero, 1993)

The above is a classic demonstration of how multinationals can help in developing
nations by connecting them to the world through modern technology. It could be
argued that most of the developments witnessed in developing nations are aftermath of
multinational activities. Additionally, proponents of the economic impact of MNEs
point to the fact that the create jobs, provide innovate products, initiate and implement
healthcare programs, housing, and education for host communities. In real terms, they
improve the quality of life of host communities (Eweje, 2006). Interestingly, some
earlier studies suggest that multinationals are more ethical than indigenous ones (Kolbe,
1982). However this should not be perceived as a vote of confidence on multinationals
in developing nations as some I0Cs faces difficult challenges in host communities (lIte,
2007).
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Conversely, critics of MNEs still remain skeptical about the authenticity of their
commitment in developing nations. They argue that policies are adopted for business
interest of MNEs and not necessarily for host communities. MNEs are said to exploit
and perpetuate the dependency syndrome at best (Spero, 1982). This is consistent with
the position of Watts & Kashi (2008) that the discovery of oil in NDR might be a curse

after all.

At this stage, it is important to note that the study does not seek to analyze the
implications of FDIs in developing nations but rather examines the extant CSR practices
of 10Cs in the NDR. Arguably, it is common knowledge that I0Cs have significant
roles to play in the sustainable development of NDR through effective CSR framework.
Specific activities of I0Cs in the region will be further described

2.14 Significance of 10Cs in Nigeria

According to Rosser (2006) the conventional wisdom in the 80s was that natural
resources played central role in the development of a nation. Some development
theorists and neoliberal economists further amplified this position until the emergence
of a contrary view in the 80s as well. The opponents claim that natural resources may
not be a blessing to those nations after all. The core argument by the proponents is that
abundance of natural resources such as oil would assist developing countries to migrate
from underdevelopment to industrialization as evidenced in countries such as Britain,
USA and Australia (Akinlo, 2012). However, the situation in Nigeria starkly
contradicts the view that oil is associated with economic development. This has been
attributed to the lack of transparency and accountability on the part of the government
(Vletter, 1997).

In this vein, a number of contributions have been linked to oil resources in developing
nations. Such contributions include the accumulation of foreign reserve; which could
be used as a form of collateral in attracting foreign investment to the nation (Dooley et
al., 2004). On the contrary, some analysts view this as an expensive self-insurance to
smoothen vulnerability impacts of domestic and foreign uncertainties in order to
manage foreign exchange (Akinlo, 2012). Another significant contribution of oil to oil-

rich economies is the provision of intermediate input to the entire economy. The
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intermediate inputs include crude oil, gas, liquid feedstocks, as well as oil and gas into
the refining, petrochemical and electricity and energy intensive industries (Al-Moneef,
2006 ). This entire channel is considered crucial to growth and development in
developing nations. For example, some of the outputs of petrochemical industries are
critical to the development of the manufacturing sector. It is also pertinent to note this
could reduce the cost of electricity and other basic utilities that are required by the

manufacturing sector.

Prior to independence, Nigeria was a British protectorate for several decades. During
this period, Britain had monopoly of business activities in Nigeria (Ikoya, 2007). After
the discovery of oil in 1956, Nigeria’s economic policy has been shaped around oil
revenue, making it an indispensable commodity (Abe & Ayodele., 1986). Therefore,
from the time oil was discovered in Nigeria, IOCs have played a central role in the
economy (Pinto, 1987). Without much complexity, I0Cs account for almost all the
foreign revenue through crude oil export. For example, 87% of Nigerian government
revenues; 90% of foreign exchange earnings, 96% of export revenues, and almost half
of Gross Domestic Product was attributable to oil (M. Watts & Kashi, 2008). This is
consistent with the earlier statement that the nation’s economy is built around oil.

In Nigeria, 10Cs have total control over oil E&P, marketing and export of petroleum
products (Pinto, 1987). However, it is pertinent to note that the NNPC is in joint
ventures with the major 10Cs in oil E&P but 10Cs still provide technical expertise.
Nigeria is the largest producer of crude oil in the African continent (Evuleocha, 2005).
Interestingly, Nigeria’s crude oil is referred to as sweet due to its low sulfur content.
This oil wealth coupled with dense population, confers on Nigeria economic and
political superiority among its peers in sub-Saharan Africa (Khen, 1994). However this
superiority is highly contestable based on the pervasive poverty in the nation (Campbell,
2011).

A 2011 OPEC report places Nigeria as the 8™ largest oil-producing nation in the world.
It is consistent to state that Nigeria has had many oil windfalls. Paradoxically, these
windfalls have not translated into economic development. For example between 1973

and 1979, the nation witnessed economic boom through unprecedented oil revenue
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(Jazayeri, 1986). Subsequently, oil became the hub of all economic activities as

politicians and other players started enriching themselves (Campbell, 2010).

In the 1980s, oil had become almost the only source of revenue to the country. As a
consequence, laws were enacted to protect this precious resource. One of such laws put

absolute control of oil revenue in the hands of the federal government. The law states:

Under section D of the petroleum Act 1969 the entire ownership and
control of all oil and gas in place within any land in Nigeria, under the
territorial waters and continental shelf, is vested in the State of Nigeria.
Section 40 (3) of the 1979 constitution of the Federal Republic of Nigeria
provides that the entire property in and the control of all mineral, oil and
natural gas, in, under or upon any land in Nigeria the territorial waters
and the Exclusive Economic Zone of Nigeria shall vest in Government of
the Federation and be managed in such manner as may be established in

Nigeria (George Etomi & Partners: April, 1991).

This is a confirmation that the constitution allows the federal government to centrally
control oil and all the associated activities. Therefore, if any changes to be made, it
must go through a constitutional amendment. The agitation by the NDR for total

control of oil revenue would appear unconstitutional based on the above proclamation.

In an economic sense, the oil boom was associated with increase in local manpower
demand and flow of foreign exchange. The development benefited the elites and
politicians; who formalized corruption and mismanagement of resources (Campbell,
2011; Turner & Sherman, 1997). The international community took note of this
anomaly and the consequence was the turning down of a loan request to IMF in 1985.
Most Nigerians viewed this development as a danger sign. However, this action was
accompanied with some advantages as the currency was devalued “four-fold, import
restrictions were lifted, import licenses abolished, wages frozen, price controls,
subsidies removed, wages frozen, price controls lifted, jobs cut, the minimum wage

eliminated and profitability of oil investment enhanced (Turner, 1986).

Following this, some economic initiatives were introduced to boost the economy by
cutting cost. An example of such programs is the Structural Adjustment Program that
was in place between 1986 and 1988 (Pinto, 1987). The World Bank lauded this
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development as they took active part in negotiating a new debt repayment timetable for
Nigeria. In addition, loans were granted by the same World Bank and other institutions.
However, it is also relevant to note that at this time, the oil industry was ridden with
crisis and this fed into ethnic conflicts. This was exacerbated by the mismanagement of
oil resources; which crystallized into strike actions by oil workers (Pinto, 1987).

The negative economic impact of oil was the shutdown of other sectors of the economy.
For instance, the manufacturing sector became anemic as the country became over-
dependent on oil. The agricultural sector was also under severe malfunction as
shortages of fertilizer and foreign exchange had direct impact on productivity (Turner,
1987). The most worrisome aspect of the oil burst was a constrained relationship
between 10Cs, host communities and Nigerian Government. This friction came at a
point that Nigerians were calling for the nationalization of some of these international
companies. The whole idea of the Nigerianization was to drive down the cost of oil
E&P by exploring local technology and manpower (Eweje, 2001). This agitation is
consistent with views that foreigners have dominated the petroleum and mining
industries to the detriment of developing nations. Interestingly this view has attracted
the attentions of different groups (Frynas, 2009; Spero, 1980). However, it remains
arguable if this objective has been achieved ever since. Events had a different turn
when Nigeria returned to democratic rule in 1999 after a long period of military rule
(Shaka, 2006). The government on its part has been providing loans, subsidies and
training to farmers to improve productivity. However, some observers doubt the
efficacy of this approach considering the overdependence on oil. It remains to be seen

how this approached has boosted food production in the nation (Eweje, 2001).

2.15 CSR and the Oil Industry in Nigeria

In Nigeria, there is awareness that oil E&P have detrimental effects on the lives and
health of host communities largely as a result of oil spills (Amaewhule, 1997).
However, the major crisis in the region stems from when *“youth liberal dispositions
were at odds with older citizens, whom the young people have accused of conniving
with the companies to the detriment of the people” (Amaewhule, 1997: 53).
Consequently, these young people have prevailed on 10Cs through threats on their oil
infrastructure to attend to their needs (Eweje, 2001). Akpan (2006) argues from a

similar perspective that the youth accused the elders of ignorantly negotiating with
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IOCs and that the largesse from 10Cs never got to them. However, he acknowledges
that the approach has become more sophisticated and complex. This situation has
stimulated research interests as there is need for; capacity development, sustainable
economic development, social justice, conflict resolution and CSR (Caseli & Coleman,
2006; Grossman, 2005; Lertzman & Vrendenburg, 2005; Ogonor, 2003; Thompson,
2005). However, it could be argued that only few empirical studies can be associated

with developing nations such as Nigeria (Jamali & Mirshak, 2007).

Irrespective of the above position, some major bodies have been funding studies in the
NDR; prominent among them is the United Nations Development Program [UNDP].
UNDP (2006) sponsored a study that focused on human development and people-
oriented framework in the region. The study examined the crisis in the NDR using a
host community participation approach. The exciting thing about this study is that it
went beyond economic growth to include human wellbeing (UNDP, 2006). A similar
study was conducted by Orubu et al. (2004) focusing on the effects of oil exploration on
NDR and the potential roles of the community in minimizing environmental impact of
oil E&P. These two studies highlight the developmental needs of host communities in

NDR and essentially reflect the direction of the thesis.

Carroll (1999) notes that oil E&P pose a significant hazard to the environment
considering the fact that all the stages involved in the process are hardly environment
friendly. Considering the fact that adverse effects cannot be totally be ruled out;
therefore strategies are likely to be focused on risk management because damage to the
built or natural environment is might not be completely avoided. Following this
position, Frynas (2009) notes that different groups have started exploring the potential
role of CSR activities of the oil and gas sector in addressing international developmental
challenges and environmental concerns in developing nations (Frynas, 2009). He
further contends that the effect of oil and gas production is localized; therefore different
host communities are going to experience it differently. In some cases, the impact may
not be threatening, whereas it might leave long-term damage on others. A classic

example of the latter is the NDR.

The impact of oil E&P can be devastating in some host communities for a number of

reasons but the response of 10Cs is what counts. Irrespective of this realization, Frynas
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(2009) acknowledges that the oil and gas industry is one of the most prominent in
championing CSR. The proactive approach of 10Cs has been attributed to some highly
visible negative effects of their operations. Such negative effects include oil spills,
pollutions and the involvement of oil firms in human rights abuses. In order to mitigate
against these negative effects and reemphasize commitment to host community
development, I0Cs have initiated and funded community development projects such as
schools and hospitals; local credit schemes have also been launched in some areas for
local people (Idemudia, 2007). Shell and BP have been recognized for their pioneering
CSR efforts in the oil and gas sector. However hard some of these 10Cs work in this
regard, some host communities still argue that locals are not feeling the impacts of CSR
activities of the I0Cs (Eweje, 2007). An example of such community is the Ogoniland
in the NDR where poverty is very visible. Available statistics tend to support Krishna
(2007) view that the level of poverty in the NDR belies the oil wealth. In 2007 over
87% of Nigerian government revenues; 90% of foreign exchange earnings, 96% of
export revenues, and almost half of Gross Domestic Product was attributable to oil
(Kashi and Watt, 2008). The PFC Energy (a strategic advisor in global energy) projects
that between 2007 and 2020, Nigeria may be in a position to generate over half a trillion
dollars in oil revenues. The reality is that no matter how the oil revenue is allocated,
members of host communities will always demand for more. The whole expectation is

to achieve sustainability through well-articulated CSR policies.

2.16 CSR and Sustainability

The theoretical perspectives of sustainability can be traced to a series of conferences
between 1972 and 1992. Particularly, the UN conference on Human Environment held
in Stockholm in 1992 appears where it was first deliberated on a global scale
(Brundtland, 2010). The recommendations at this conference were emphasized in the
1980 at the World Conservation Strategy, collaboration between the World Wildlife
Fund [WWF] and UN Environment Program [UNEP]. The central issue was to advance
sustainable development by making conservation a policy focus. However the concept

has assumed more diverse position in contemporary times.

Following this, the Organization of Economic Co-operation and Development (OECD)

and the International Institute for Sustainable Development came up with the Bellagio
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STAMP (Sustainability Assessment and Management Principles) as a benchmark for
assessing managers towards sustainability through the OECD (Bruntland, 2012). This
approach involves UN organizations, national governments and the civil society
organization in the development of other measurement indices of human progress that
accurately measures social and environmental factors. Nonetheless, many nations have
articulated sustainable development indicators as a supplement for economic indicators
(OECD, 2006). In this vein, many firms are making powerful statements about
sustainability in their CSR reports. Evidently, more than 1500 organizations from 60
countries have adopted the Global Reporting Initiative (Global Reporting Initiative,
2010). This marks a paradigm shift in business thinking as well as governments and

civil societies.

For several decades, profit maximization has been at the core of business goals
therefore, firms have strived to create and sustain sterling economic performance (Hui,
2008). This position has always conflicted with society’s expectation of business. As a
consequence the concept of sustainability has started to resonate in business practices.
Sustainability is surrounded by the ambiguity of definition and scope reminiscent of the
CSR concept. This view is consistent with the position of Sherren (2006) who notes
that sustainability appears to be about everything and nothing at the same time.
Similarly Brand and Karvoran (2007) acknowledge this ambiguity by arguing that the
complexity around this concept and associated interest devolve into a confusing

cacophony.

Mankind has become a dominant feature in nature, shaping the global landscape
through its activities thereby exerting pressure on world’s finite resources, consequently
pushing the earth’s biophysical system beyond its limits (Steffen et al, 2005). These
changes have been addressed using different headings such as climate change,
degradation and loss of biodiversity (Crutzen, 2006). Following this, it is contended that
the sustainable practices that society constantly engages in are not sufficient to create
sustainable system as summarized by Stermen (2012) thus:
[M]ost efforts by firms, individuals and governments in the name of
sustainability are directed at symptoms of unsustainability rather than
causes... policies to reduce waste, cut energy and material use, reduce
green-house gas emissions, promote green products and local

consumption... fail to address the underlying sources of the
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unsustainable world we have created... [a] focus on symptoms and low-

leverage policies reflects a widespread failure of system thinking.

The above statement implies that real issues about sustainability are yet to be addressed.
Some authors have argued that technology is an obstacle to sustainability. Van de
Leouw (2010) expresses that there are warning signs that technological innovations,
“far from serving human needs, is driving development in directions potentially
opposed to sustainability”. It therefore follows that sustainability goes beyond changing
light bulbs; it is rather a concept that is broad, interrelated and all encompassing
(Weinstein et al., 2013). Consistent with this, decision-makers in the society have come
to the realization that their policies have come short of solving persistent sustainability
problem, but on the contrary causing them (Sterman, 2012). An example of such
situation is seen in well thought-out programs that could create unanticipated side

effects.

In simple terms sustainability implies maintaining the capacity of ecosystems to support
socio-economic system in the long-term (Gunderson & Holling, 2002). Berke et al.
(2003), presents a three-feature description of sustainability; 1] the change that a system
can experience, but still retain the previous control on structure and functions and
degree of attraction within a sustainable trajectory, 2] the capability of the system for
self-organization, and, 3] the ability to optimize capacity for learning and adopting.
They further underscore the significance of resilience in the concept given that it is the

only framework to maintain stability in the process of change (Weinstein et al., 2013).

Global sustainability challenges were concisely expressed in the reports from two
workshops held at Friibergh (Sweden) and at the Air-lie Centre, Warrenton, Virginia
(USAO in 2000 and 2009 respectively. These workshops were a prelude to a formal
definition of sustainability (Kates et al., 2001; Levin & Clark, 2010). This report was
based on the approaches of scientists from both developed and developing nations
(Kates, 2012). The reports suggest that global issues motivate scientists from developed
nations, whereas their counterparts in developing nations are crystallized by local
issues. These approaches arguably are not unrelated to economic and technological

standing of the various nations.
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Similar approaches have delineated sustainability into adopters and cautious adopters.
Embracers are known to be very concerned about sustainability analysis. Their major
concerns include revenue stream, innovation, investors’ concerns and regulatory
environment. Conversely, cautious adopters are focusing more on risk mitigation,
regulatory compliance and efficiency (Hall & Vrendenburg, 2005). It is not yet clear
how this categorization plays out in LDCs such as the NDR. However the researcher

contends that this will be helpful in the NDR at some point

In some instances, sustainability practices have come to be associated with employee
engagement, innovation and most importantly stakeholder appeal (Hall & Vrendenburg,
2005). Therefore, it is not an unreasonable position that organizations need good
sustainability strategies in order to remain competitive. Following this, it is now brand-
enhancing for organizations to develop a reputation for sustainability strategies because
of inherent advantages. Put simply, this tends to be a case of doing the right thing for
the wrong reasons. Organization have identified some advantages associated with
sustainable investments to include; increased margin and market share, increased

potentials of business innovation and access to new markets (Haanaes et al., 2011).

As sustainability continues to gain prominence in CSR, some organizations have started
viewing it beyond responsibility to a business enhancing strategy. This realization has
led to a proposition that for a more effective sustainability, for-profit and not for-profit
organizations need to cooperate by setting aside some ideological difference. Hall &
Vrendenburg (2005) reason that this approach may be less costly in the future for both
parties. However this alliance may not be healthy for the society as the oversight

functions of NGOs could be undermined.

In some instances, sustainability practices have come to be associated with employee
engagement, innovation and most importantly stakeholder appeal (Hall & Vrendenburg,
2005). Therefore, it is not an expectation that organizations need good sustainability
strategies in order to remain competitive. Expectedly, it is now brand-enhancing for
organizations to develop a reputation for sustainability strategies because of inherent
advantages. Put simply, this tends to be a case of doing the right thing for the wrong

reasons. Organization have identified some advantages associated with sustainable
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investments to include; increased margin and market share, increased potentials of

business innovation and access to new markets (Haanaes et al., 2011).

As sustainability continues to gain prominence in CSR, some organizations have started
viewing it beyond responsibility to a business enhancing strategy. This discovery has
led to a proposition that for a more effective sustainability, for-profit and not for-profit
organizations need to cooperate by setting aside some ideological difference. This
approach may be less costly in the future for both parties (Hall & Vrendenburg, 2005).
However this alliance may not be healthy for the society as the oversight functions of
NGOs could be undermined. Figure 4 overleaf summarizes sustainability focuses of

both embracers and cautious adopters based on (Hall & VVrendenburg, 2005).

The situation in the NDR calls that all aspects of sustainable development be explored
to improve the quality of life for the various host communities. Dale and Newman
(2005) acknowledge the relevance of a sustainable development literacy built upon an
understanding of environmental and ecological factors. Militia activities in the NDR
tend to undermine the principles of sustainable development. In addition most actions
of young locals are destructive and retrogressive as redress is being sought through
extreme violence (Frynas, 2009). The relationship between sustainable development
literacy program and the militia activities in the NDR is yet to be established especially
in terms of seeking redress. However it could be argued that such awareness can reduce
attacks on oil infrastructure and establishments. In order to be able to take advantage of
the benefits of such initiatives, 10Cs, the Nigerian National Petroleum Company
(NNPC)*, Non-Governmental Organization (NGOs) and other stakeholders are to be

collectively involved (Eweje, 2007).

2.17 Significance of Community Engagement in NDR

The WBSCD (1998) defines social/community involvement as a broad range of
activities that include community assistance program; supporting education needs,

fostering a shared vision of corporation role in the community, ensuring community

! The NNPC was established in 1977 by the government of Nigeria. This corporation regulates and controls the Nigerian petroleum
industry. It also manages joint ventures between the Nigerian government and a number of foreign multinational companies
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health and safety, sponsorship, enabling employees to do voluntary work in the
community and philanthropic giving. Generally, I0Cs are bound to have regular
contact with host communities based on the nature of oil E&P activities. This
association usually results in constant conflict of interests that are sometimes escalated
leading to arguments on the altruistic nature of some of these interactions lately. In
addressing this perception, Frynas (2009) identifies four reasons for community
engagement by 10Cs. The motives include obtaining competitive advantage,
maintaining a license to operate, managing external perceptions and keeping employees

happy.

2.17.1 Obtaining Competitive Advantage

Lately, most businesses have faced stiff competition from providers of similar products.
As a direct response, many companies are embracing CSR in the most proactive sense.
Underscoring the importance of this, Frynas (2009) argues that in oil communities,
social responsive organizations attract preferential treatment from constituted
authorities. However, other factors like expertise, politics and board composition play
significant roles as well. For example, in Angola, Shell gained competitive advantage
by contributing an estimated $130 million to the country’s social fund. Eweje (2007)
addresses this from a different perspective by noting that host communities on the basis
of mistrust do not applaud all CSR initiatives by I0Cs. In some instances community
development approaches are saddled with controversies that could lead to abuse. For
example, some government officials have been enticed with CSR activities for the
purposes of gaining their support. The disadvantage of this approach is that some social
initiatives may be skewed towards pleasing political decision-makers and not the
enlarged stakeholder groups (Frynas, 2009).

2.17.2 Maintaining License to Operate (LTO)

Stakeholder relationship and a firm’s license to operate (LTO) can be inextricably
linked in some instances. Invariably, a mutually beneficial relationship with
stakeholders to a significant extent can guarantee LTO for firms (Kern, Sachs & Ruhli,
2007). This is evident in situations where management strives to reduce operational
impact by creating benefits for stakeholders. Approach of this nature can increase a
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firm’s general acceptability and the overall outcome can have a positive impact on the
LTO (Post et al., 2002; Elkington, 2002). Interestingly, some organizations have found
this relevant and a significant number of them are working towards achieving a balance.
The implication of this is that an organization can be faced with distracting issues if the

importance of LTO is ignored (Post, Lawrence, & Weber, 2002)

According to Sethi (1979), corporations that ignore social expectations are likely to
lose control over their internal decision-making and external dealings. He further
argues that such corporations may experience legitimacy problem when societal
expectations for corporate behavior differ from societal perceptions of a corporation’s
behavior. Arguably some of the activities of 10Cs can be linked to a remote reason of
retaining their LTO. Nonetheless, the nature of the activities is dependent on the firm’s
activities, circumstances of the host communities, and the nation’s political landscape
(Ite, 2007). The researcher’s experience suggests that some of these companies meddle
into political activities with CSR as a disguise. This action tends to undermine the
central essence of CSR that aims at encouraging firms to impact positively on the

society in an altruistic manner.

Frynas (2009) expresses that community development has been used to create a
favorable work environment in countries such as Nigeria and Colombia. The level of
stability being achieved in these countries is subject to debate considering the incessant
tampering of oil infrastructure in the NDR of Nigeria. There are reported cases of I0Cs
engaging in community development project for short-term motives such as securing an
uninterrupted construction of pipelines. The aftermath is that such projects are
abandoned as soon as the pipelines are built (Eweje, 2007). This approach tends to
undermine the sustainability of CSR initiatives because projects are driven by business
exigencies. The above implies that firms are likely to concentrate on stakeholders that
pose the greatest threat to their operational activities. lronically, stakeholders that can
contribute towards sustainable CSR activities may be ignored because of their
nonviolent approach. However, it is important to note that IOCs have been prominent
in championing CSR. This is attributable to the fact that oil and gas activities create a
serious threat to people and environment be it, construction, exploration, production,
transportation and refining (Clark, 1982; Estrada et al. 1997). In order to demonstrate

total commitment to people and the environment, some 1I0Cs now make strong
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statements about their environmental performance through CSR reports (O'Donovan,
1996). Additionally, environmental indicators are now being published on annual basis
(Frynas, 2012).

2.17.3 Managing External Perception

The way any organization is perceived can affect its image both internally and
externally. Consumers have become increasingly aware; therefore negative perception
may likely affect turnover, corporate identity and profit. This has necessitated firms to
employ CSR in managing public perception. Unfortunately, some of such perception
management approaches are reactive and are intended to counter an already existing
negative publicity. A related argument to legitimacy theory is that management is able
to influence the perception of the public toward their organization (Martins, 2007).
Arguably, a firm seeks in some ways to satisfy the social values of its host community
and to meet the minimum norms of acceptable behavior (Wilmshurst & Frost, 2000).
Perception can be image damaging if not properly managed. Some organizations
consciously manage perception by owning up to the impact of its organizational
activities. The advantage of this approach was demonstrated by BHP when the Iron
Baron ran aground in Northern Tasmania in 1995. The organization reacted swiftly to
the incident by accepting responsibility.  This proactive approach helped the
organization to avert high level criticism for this accident given that they were

perceived to have taken ownership of the situation (Salmons, 1995)

By way of contrast, Frynas (2009) cites a reactive example where an 10C had to rebuild
a hospital destroyed by one of its contractors at Okoroba in Bayelsa State of Nigeria.
This mediatory step was taken after a long battle with an environmentalist from that
particular host community. The implication is that long-term development of local
communities is likely to be sacrificed for the purposes of image laundering. In the
process of managing public perception, some companies tend to give misleading
information as well. For instance Shell in August 1996 claimed that Kolo Creek
flowstation was fully functional and provides gas for a rural electrification scheme.
However investigation by Frynas (2009) revealed that gas was still being flared. He

contended that such conduct forms part of what is referred to as corporate hypocrisy and
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not regarded as good corporate practice given that good CSR initiatives may have been

sacrificed for public relations.

2.17.4 Keeping Employees Happy

Management has started to recognize employees as major stakeholders in the
organization. Some firms now encourage employees to participate in community
service and use such opportunity to convince society on the firm’s commitment to
societal goal (Zairi, 2000). The contribution of a motivated workforce is hard to
exaggerate; consequently employee management now forms part of companies’ CSR
initiatives. Similarly Frynas (2009) notes in his field study that CSR is often driven by
a firm’s desire to portray itself as a positive force before employees. Therefore
organizations are encouraging staff to participate in inventing and innovating new CSR
ideas invariably making everyone feel like a winner (Lantos, 2001). It is contended
that managers are better positioned to adopt and deliver the most appropriate human
resource management styles given that they are in regular contact with employees. As a
result, a number of managers are structuring this into their CSR policies (Cooper, 2001,
Storey & Sisson, 1993; Cumningham & Hyman, 1999).

2.18 The IOC Impact in NDR

The pioneering position of Shell in the Nigerian oil sector makes it difficult to discuss
IOC-host communities’ relationship without using it as a reference point (Evuleocha,
2005). Irrespective of the efforts of some 10Cs such as Shell, host communities in NDR
still demand for absolute control of their land and accruing resources (Krishna, 2007).
This ambition has been challenging for both government and I0Cs in the NDR. In this
regard, lbeanu (1997) notes that “the Achilles heel of development remains that it is
prone to conflict because of the tendency to be exclusivist, and exploitative”. The
implication is that most people in the region perceive that everyone is against them and

envious of the natural resource in their domain and are willing to protect it at all cost.

There are allusions that some 10Cs are not particularly interested in the sustainable

development of their host communities. For example, Frynas (2009) reports an
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anonymous confirmation that Shell was not genuinely interested in developing host
communities. The report argued that Shell was only buying off local people with gifts
rather than offering them genuine development. This gives credence to the logic of
business case for CSR. The report further notes that development is not the primary
objective behind engaging in social initiatives. On the contrary, social initiatives are
used in achieving corporate objectives. Everything is being valued in terms of financial
gains. This has led to the non-involvement of beneficiaries of CSR initiatives by 10Cs.
The advantage of involving beneficiaries in CSR initiatives is that they make their own
choices on developmental projects and may take ownership of such projects in terms of

management and maintenance.

A number of projects have failed for various reasons such as focusing on construction
instead of the intended beneficiaries of the project. Frynas (2009) cites examples of
instance where projects were executed without due consultation with beneficiaries. A
quay built in a riverside village in the NDR that was unsuitable for canoes used by local
people is a classic example of such misnomer. This further indicates the importance of
liaising with locals before embarking on any developmental project within that locality.
There is another instance where Shell built three town halls in one village to solicit the
support of three different local chiefs. It is hard to establish whether this community

actually needed 3 town halls simultaneously.

The above approach appears contradictory to the tenets of sustainable development.
Interesting, 10Cs have classified awarding contracts to local companies as a way of
engaging beneficiaries. There is no doubt that such move could provide job
opportunities for local people. Unfortunately the whole idea sometimes appears to be to
be compensation for certain leaders whose interests are represented through such
companies. This style erases the ownership concept amongst the local people because
they view these initiatives as gifts from 10Cs thereby increasing the dependency
mentality (Watts & Kashi, 2008). Dependency theory is thought to have roots in
colonialism considering development approaches of colonial administrations were
perceived not to sustainable rather was used in given that development in the colonies
were not carried out a sustainable manner rather was used in promoting economic
agenda (Luiz, 2010).
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Some stakeholders have realized that overdependence has become seductive among

some people of NDR and suggest that such mentality be erased. In their own words:
Overdependence on a particular commodity places a disproportionate
burden and pain on communities and people, who own, live and depend
on the environmental and natural resources of the land. We therefore
recommend that the sole dependence on oil and gas should be broken as
it has made us poorer (Minority Report of the Committee on
Environment and Natural Resources of the National Political Reform
Conference; Abuja, May, 2005).

It is imperative to note that IOCs are not development agencies therefore; there is a limit
to how their CSR initiatives can address developmental challenges in their host
communities. In addition some of the demands of host communities may not be need
based on actual needs (Eweje, 2007). The 10Cs pay taxes and royalties to host?
government and at the same time take significant responsibility towards community
development. However some observers argue that 10Cs’ involvement is not yet
sufficient. ~ Similarly, I0C spending in community development is considered
insignificant compared to the taxes they pay to the government. For example Shell was
reported to have paid $17 billion in taxes and collected another $71 billion for
government in the form of sales taxes and excise duties in 2006 (Frynas, 2009).
Reportedly the total community investment for that same period was $140 million. The
question remains what level of spending will be sufficient to meet the expectations of

these communities. This puzzle is yet to be determined by any of the stakeholders.

Most of the initiatives of 10Cs in host communities are perceived to be a way of
protecting their business interest. This perception is aligned to the business case and
consequently affected the level of appreciation of 10Cs’ commitment to community
development schemes. It is increasingly difficult for firms such as 10Cs to convince the
public of the altruistic nature of some of their CSR initiatives. Frynas (2009) in his
work for the Nuffield Foundation confirms that the business case remains a constraint
to the role of CSR in development. He contended that CSR schemes are not

independent of corporate objectives therefore they are done to affect business

2 Host government in the context of this research is defined as the national government of oil producing country
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positively. By implication, capitalizing on profit motives can affect good community
development initiatives of an organization, as the two are not usually intertwined. This
does not preclude the fact that firms are established for the primary purpose of

protecting and fostering shareholders’ interest.

Following this impression, I0Cs have a daunting challenge beyond development
initiatives in their host communities. Given the amount of taxes paid by 10Cs, there is a
strong issue regarding the management of petrodollars. Invariably, it can be beneficial
for 10Cs to start playing significant roles in the fiscal responsibility and governance of
some of their host governments especially LDCs such as Nigeria. In the case of
Nigeria, host communities sometimes see 10Cs as de-facto government because they
are usually the ones providing them with basic infrastructure and other social needs in
the absence government. However some of the IOCs in Nigeria are unable to execute
such developmental schemes thereby failing the host communities for various reasons
(Frynas, 2005, 2008). Gulbrandsen and Moe (2007) suggest that it might be useful for
firms to shift focus from micro-level of CSR activities toward macro-level of
governance issues. This approach they opined would be crucial in addressing
developmental issues. However oil revenue management remains a substantial issue in
LDCs, it has become imperative to determine the nature of developmental schemes that
can be achieved through CSR in the wider society. Ultimately, a sustainable approach
will involve stakeholders understanding the different issues at stake and addressing

them without prejudice (Eweje, 2009).

2.19 CSR in the NDR

This section describes the evolutionary trend of community development in the NDR.
It discusses the different approaches and inherent challenges before arriving at what is
now known as Global Memorandum of Understanding (GMOU). A brief narration of
the new approach has been included. The section summarizes by comparing the new
GMOU with older approaches. Throughout this section, the name SPDC (Shell
Petroleum Development Company) resonates. This is line with the firm’s dominant

position in Nigeria’s oil and gas sector.
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Since the discovery of oil in the NDR, the relationship between 10Cs and host
communities can be described as complex and challenging. 10Cs have tried to manage
this challenge by applying many community-based strategies. Some scholars have
argued that most CSR approaches in sub-Saharan Africa particularly Nigeria are Anglo-
American in nature and suggest a need to customize CSR to suit circumstances of
different societies especially in LDCs. Underscoring the relevance of this argument,
(Wagner, Lutz, & Weitz, 2009) argue for a Nigerian brand of CSR that is independent
of the West; a CSR that enhances an institution not one that fills the gap in institutions.
In Nigeria, CSR investments of I0Cs are concentrated in NDR based on obvious
reason. Notably, the NDR accounts for most of 10Cs’ oil E&P activities in Nigeria.
The 1970s and 1980s ushered in different perspectives for CSR in a number of sectors.
However, Shell was the first major oil company to publish a social report in 1998
(Idemudia, 2007).

Idemudia (2011) recognizes a shift in the debate on CSR from corporations being
expected to imbibe the principles of CSR; to the extent to which CSR principle can
influence corporate decisions, and practices and the best approach by business to
address social responsibility. Therefore organizations are expected to be active partners
in building the society. It is pertinent to acknowledge the pioneering position of Shell
in the Nigerian oil industry by virtue of first-mover advantage (Frynas, Beck, &
Mellahi, 2000). Shell remains the largest 10C in Nigeria with 40% share of the total
crude oil production (Idemudia, 2007). It operates five companies in Nigeria under an
umbrella known as SPDC. Shell has been constantly under the international and local
scrutiny as a result of its numerous onshore activities that brings it into direct contact
with members of host communities. Therefore it is not extraordinary that they are
shaping CSR activities of 10Cs in the region. Subsequent sections will highlight the
evolutionary stages of community development initiative of 10Cs (SPDC) within the
NDR.

The exact circumstance surrounding the interest of IOCs in CSR in developing
countries may not be unrelated to the fact that most of their E&P are within these areas.
However there seem to be two schools of thought in this regard. The first assumes that
the interest in CSR in developing nations by I0Cs could be linked to the NGOs that
constantly highlight the negative impacts of their activities on the environment and the

society (Omeje, 2006; Thompson, 2005). The other school of thought argues that
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interest in CSR in developing countries can be traced to an unavoidable need to
understand the impact of organization’s operations in host communities (Garvey &
Newell, 2005). Put simply, pressure from external bodies and the need to address the
needs of the host communities seem to be the centerpiece for most CSR practices of
10Cs.

Toward the end of the 20" century, NDR became a major source of concern to the
Nigerian security and intelligence community. This was as a result of instability,
communal violence and tension between 10Cs and host communities. The international
community was particularly concerned because of the economic significance of such
instability in the NDR to global oil market (Ikelegbe, 2005, 2006; Watts, 2004). It may
be instructive to note that relations between I0Cs and host communities predate
Nigerian independence; this relationship was not as complex as it is today, then it was
characterized by sporadic and localized unrest (Shaka, 2005). As a result of increased
demand by host communities in NDR for; equal participation, the right to make
decisions about land issues and equitable distribution of resources, 10Cs started
exploring feasible options to incorporate host communities into their business strategy
(Ikelegbe, 2006; Watts 2004, 2007). The subsequent agitation for reinvestment of oil
revenues into host communities may have given birth to the more participatory
approach we have today (lkelegbe 2006; United Nations Development Program
[UNDP], 2006).

To underscore the danger associated with the unrest in NDR; Shell IN 2003 put-off
operations in several well sites as a result of unabated kidnappings and violence in the
NDR, this resulted in a reduction in the daily oil production by up to 40% (“Nigerian
Oil”, 2003). In an event like this most reasonable organizations will strive within their
powers to control and manage a situation of this nature. Therefore it was not
unexpected to list the instability in NDR as one of the causes of the rise in crude oil
price in October 2004 (Congressional Research Services [CRS], 2007, “Crude Oil”,
2004). All these point to the fact that Shell and a numbers of other 10Cs have evolved

in its community development practices. The evolutionary trends are described below:
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2.19.1 Community Assistance

Community assistance is one of the earliest forms of interactions between I0Cs and
host communities in the NDR in terms of giving back. In the 1960s, Shell’s initial
approach to community development was referred to as community assistance (CA).
This strategy focused primarily on philanthropy involving the distribution of gifts
predicated on giving the communities what they wanted (SPDC, 2004a; Ite, 2007). The
implication of this approach was that Shell without any form of consultation with host
communities planned and implemented infrastructural projects within host
communities. The whole idea was to get the host communities to their side to enable
them carry out their operations unencumbered. Idemudia (2007) characterizes the CA
approach as a one-off gift to communities without any community involvement. This
approach was associated with significant flaws resulting in building of school blocks
that were never put to use, hospitals without doctors and water pipelines that did not
serve their purpose. In summary, the initiative was not articulated to add value to those
host communities. The whole idea may not have been to improve the lives of the host
communities but to control them in order to ensure that operational activities were not
interrupted.  Idemudia (2007) again referred to this strategy as pay-as-you-go.
However, events in the 1990s would compel Shell to adopt a new approach known as

community development (CD).

2.19.2 Community Development (CD)

Some global events such as Brent Spar and the complex Ogoni crisis necessitated a
change in Shell’s strategy to community relations. The Brent Spar crisis drew
unprecedented condemnation from both international and local communities.
Consequently, in 1997 Shell changed its community relations strategy from community
assistance to community development. This change was an aftermath of some
identified shortcomings of the former approach (Idemudia, 2007). The major cause of
failure was attributed to the lack of community participation in the entire project phase.
The CA approach did make community members look like outsiders and they saw no
need to maintain the projects but rather referred to them as SPDC’s property. The
significant gap here was the lack of ownership spirit, which would be addressed by
subsequent approaches. Three reasons have been listed for the transition from CA to

CD. The reasons for the transition include; supporting socioeconomic development of
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host communities, improving family welfare through economic empowerment,
education and health care services and introducing best practice into community support
programs (SPDC, 2004a).

Community development was hence expanded to include a total welfare package for the
community. Some of the challenges associated with this new approach include an
unprecedented rise in community expectation and inherent sustainability of the system.
Ite (2007) argues that such problem may not be unrelated to the structure of CA
reckoning that it was tailored toward philanthropy as a result community ownership was
minimal. Given some of the identified challenges of CD, Shell again transitioned to
sustainable community development (SCD) in 2003 (Idemudia, 2007). The transition
was informed by an internal audit review that highlighted the problems associated with
CD.

2.19.3 Sustainable Community Development (SCD)

This approach came into existence in 2003. The significant difference between CD and
SCD is that the later focuses more on partnership between SPDC and other
stakeholders. It was the first attempt by IOCs to introduce expanded participatory
approach to community development initiatives. SPDC in this instance strived to build
strong and beneficial partnership with stakeholders aimed at promoting sustainable
agriculture, diversified economic growth, decreased conflict and job creation through

business development, education and good governance (SPDC, 2004a).

It is impressive to note the pioneering efforts of SPDC in evolving proactive approaches
to community relations in NDR. Consequently there is a renewed emphasis on
partnership by SPDC with host communities through its SCD initiative. Overall, this
approach was aimed at cutting costs in community development spending thereby
supporting the business case of CSR. Idemudia (2007) highlights a negative viewpoint
to this by stating that both CD and SCD approaches brought about the ‘dependency
mentality’ within these host communities. Limited community involvement made
members feel neglected and regard themselves as victims of circumstances rather than

equal partners in the development initiatives of 10Cs (lte, 2007). This became
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cancerous and changed a lot in the relationship between I0Cs and host communities.
Consequently there was increased level of expectation and demand for substantial
development benefits from Shell and other IOCs in the region. The aftermath of this
was a high spending in community development projects and persistent uprising.

In order to move away from traditional practices, some 10Cs in NDR decided to take
community development to the next level and invented an entirely different initiative
sequel to SCD. This new dimension was introduced in 2005 by one of the IOCs and is
gradually being embraced by other 10Cs given its level of success within some host
communities. The initiative is known as the Global Memorandum of Understanding

and commonly referred to as GMOU.

2.194 Global Memorandum of Understanding (GMOU)

A GMOU is a written statement of understanding between an IOC and a group of
communities that incorporates roles of such communities in the implementation of
community development plan. This approach is essentially to create a participatory
development process that addresses the needs of host communities. The initiative offers
these communities greater roles in selecting, planning, designing and executing
developmental projects through a management known as Regional Development
Committee (RDC). The RDCs are charged with the responsibility to plan and manage
developmental projects within their geographical enclave. They carry out these
activities in conjunction with a Project Review Committee. Projects are based on a

sustainable livelihood assessment and project prioritization carried out from the outset.

The main objectives of this CSR approach are to foster peace, create stability and
reduce conflict within the areas 10Cs operate. This underscores the business case of
CSR initiatives of I0Cs in the NDR. The GMOU is packaged as a joint venture
between the NNPC and an IOC. Under this initiative; planning, selection and execution
of community development projects are shifted to RDCs (ldemudia, 2007). This
contrasts past approaches where 10Cs had a near absolute control on community
development projects. The primary function of the RDCs lies in helping communities
develop plans that are designed to improve their welfare conditions. Specifically the
GMOU is designed to;
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1. Encourage participatory partnership amongst communities, development
organizations and government at different levels.

2. Build community capacity and ownership through high impact and sustainable
community development,

3. Cultivate transparency and accountability into the governance of projects and
programs by encouraging stakeholders to operate within the GMOU framework,

4. Jointly promote a safe and secure environment within the community in which they
can fulfill their development potentials and business goals,

5. Assist RDCs in their efforts to pursue peace and stability through effective conflict
resolution,

6. Address employment expectations within host communities, and

7. Promote a harmonious relationship between the communities and the 10C.

The GMOU happens to be one of the joint initiatives NNPC coordinates with 10Cs.

The NNPC and 10Cs provide funding for governance, administration, projects and

partner costs. 10Cs claim to have provided billions of naira to build bridges, equip

hospitals with medical supplies, host youth workshops and support a diverse range of

other developmental projects. Under GMOU, communities decide the development

they want while 10C on behalf of the joint venture partners provides secure funding for

an agreed number of years (Idemudia, 2007). This ensures that the communities have

stable and reliable finances as they undertake the implementation of their development

plans. 10Cs also provide them access to development experts to oversee project

implementation and simultaneously build the capacity of community development

officers (CDOs). Essentially, this is to enable them to metamorphose into functional

community development foundations. Hitherto, IOCs manage separate and individual

projects directly and separately. This new system offers synergy between the main

stakeholders in the NDR (Ite, 2007). The significant contrast between the current

approach and previous approaches is that the later utilizes a participatory approach

while the former does not instill ownership spirit within host communities. Apparently

in the GMOU scheme, members of the host communities are initiators and finishers of

community development projects.

Reportedly the GMOU has proven to be a successful model for community
development in the NDR. The committees delivered an estimated 250 projects within
two years. These projects were chosen, designed, planned, contracted, awarded,

executed and completed by the committees for their people. Some of the projects
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included multipurpose town halls, poultry and fish farms, classrooms, health centres,
housing units, concrete jetties, water projects, drainage channels and concrete roads.
The GMOU initiative has also been used to build capacity among the RDC members in
order for them to better understand and manage developmental projects. Such critical
project management training includes communication, finance, budgeting, leadership
and accountability, conflict resolution and microfinance.

Idemudia (2007) observes that this approach has made it easier for an 10C like SPDC to
manage escalating community expectation with associated cost. [10Cs using this
approach are now better equipped to respond to criticism and challenges on its
community development. The partnership strategy has assisted SPDC in reducing
community development cost, which dropped from $67 million to $30.8 million
between 2002 and 2003 (SPDC, 2004b; Ite, 2007). The federal government played a
significant role in the current state of CSR in the NDR through the establishment of
Niger Delta Development Commission (NDDC) in 2000. The NDDC was established
as a result of incessant conflict in NDR and the political climate of Nigeria then as it
just emerged from several years of military dictatorship. The NDDC is charged with
the responsibility of transforming the NDR in terms of economic prosperity, social
stability, ecological regeneration and peace (NDDC, 2004). The evolutionary trend of
CSR initiatives of 10Cs in the NDR has been summarized in Table 8 below:

Table 8: Evolutionary Trend of CSR in the NDR
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2.19.5 National Initiatives

A number of failed efforts to address the poverty in the NDR using some unilateral
approaches such as the establishment of the Niger Delta Development Board (NDDB)
in the 1960s and the (OMPADEC) in the 90s have brought about a paradigm shift on
how best to address the lingering poverty in the oil rich region (Idemudia, 2007). This
would have necessitated the more proactive approach of some IOCs, such as Shell and
the establishment of Niger Delta Development Commission (NDDC) and several joint
ventures by the federal government. The consensus at the moment is that a sustainable
poverty reduction in NDR would involve concerted efforts of the government, 10Cs and
society (Idemudia, 2007). This calls for synergy amongst these parties in order not to
duplicate efforts. For example a newspaper quote credited to the Delta State Governor
Dr. Emmanuel Uduagha that “evidence had shown that some projects which the state
may have decided to undertake were sometimes on the to-do-list of NDDC and IOCs.
This has created problems in the past, as such projects may end up being abandoned or
the community end up with just one project instead of three if the organization involved
coordinated the activities”. This calls for more coordination and synergy amongst the

federal government, state government, IOCs and host communities.

It is instructive to note that IOCs might have been living up to this challenge with their
various community-based initiatives. 10Cs have particularly responded to some of
these challenges by accepting their social responsibility roles in host communities.
They have demonstrated their commitment to CSR by increasing spending in
community development (Idemudia, 2007). However, despite some of these efforts,
NDR experts such as Frynas (2005) and Akpan (2006) still argue that I0OCs’
performance in the NDR appears abysmal and suggest an increased commitment to
reflect the desires of host communities. Conversely, Eweje (2006) and Ite (2007) in the
moderate position note that 10Cs have made significant contributions to the
development of NDR. It is yet not established what these two differing opinions are
premised on. However, ldemudia (2007) suggests that such CSR assessment could be
measured using an index such as partnership while also admitting its fragility despite

the associated advantages.
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2.20 Challenges of CSR in NDR

Corporations have been experiencing challenges in their CSR programs as stakeholders
have become increasingly aware of the consequences of corporate activities. With the
fast growing information and communication technology industry (ICT), information is
readily available and people always put such information to any use that benefits them.
Weaver et al (1999) contend that corporate responses to social demands can be mere
camouflage. Firms employ ethics related initiatives in ways, which can be easily
separated from operational activities to enable such demands to be met without
interfering with core business activities. However, there is need for a joint assessment
of requests to exclude the unrealistic and unreasonable ones. It is not controversial to
state that firms are coming up with more ethically sound ways of doing things but the
expectation is that they can do more (Idemudia, 2007). In order to deflect this
perception, firms are developing and communicating more socially responsible policies
and procedures. However it is imperative to acknowledge that incidents of irresponsible
behavior are bound to increase as firms globalize. For example, the coffeehouse chain
Starbucks (2005) has long and distinctively presented itself as an avid adopter of fair
trading practices. Ironically the company has been criticized for trying to inhibit
Ethiopian farmers from securing trademark protection for their coffee and being able to

obtain a better price for themselves (Adamy & Thurow., 2007)

One of the major criticisms of CSR as a business practice is that, unlike that on the
financial front, performance on the social environment front is much more riddled with
contradictions. The practice assumes even more ambiguity when firms attempt to
present what looks like widely accepted standard (Norman & MacDonald, 2004). It
could be a challenging objective to set a particular standard of CSR for firms because
they operate differently and are affected by certain variables in different forms. In order
to reduce this vagueness, some nations allow organizations to draw CSR policies or
initiatives based on peculiarity. Realistically, this will allow for more flexibility if

backed by some level of legislation for guidance and control.

Interestingly, the manner in which CSR should be carried out has generated a number of
debates. There are those who think it should be voluntary and on the other divide, those

who are championing the imposition of the concept on firms. This contradiction has
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led some to advocate the abandonment of both the concept and its practice. Henderson
(2001) suggests that it is better to concentrate on perfecting the market, since it is within
the context of efficient markets that businesses can be legitimately expected to
contribute to the public good. However, the other group advocates a firmer regime of
CSR, insisting that it is CSR’s voluntarism that predisposes the process to abuse by
business corporations or leads corporations to make so much noise about it in the first
place. The central point is not about benevolently sponsoring all forms of campaigns in
a remote village; rather it is how their operations impact the society and what can be
termed the stakeholder license to operate (Swanson, 2002). The license in this case is

not the formal oil prospecting/drilling license given by government.

The situation in Nigeria may not necessarily reflect a global perspective. Arguably,
most corporations in Nigeria have the major decision-makers sitting on their boards and
this makes it increasingly difficult to effect CSR policies that are not in line with
shareholders’ perspective (Akpan, 2006). It is constitutional that people relinquish
board position at the point of taking up political position but this is not strictly adhered
to. The experience is that a significant number of people in management boards are
always very influential even outside the boardroom and major decisions will not be

passed without their overwhelming influence.

Corporate activities have always been subject to scrutiny for alternative motivations,
therefore most CSR policies reflect some form of corporate hypocrisy and a lot of
observers are still in doubt of the sincerity of most organizations to CSR courses
(Wagner et. al, 2009). Following this leaning, there is a need to appraise the meaning of
corporate hypocrisy in relation to CSR. As a consequence, organizations have the
onerous task of convincing stakeholders of their determination to contribute
meaningfully to society. In real terms, corporate hypocrisy can be simply defined as the
belief that a firm claims to be something that it is not, essentially this occurs when there
iIs a perceived disparity between claim and reality (Shklar, 1984). Checking
performance against assertion can make or mar an organization. Therefore,
organizations like people may be perceived as demonstrating hypocrisy when
inconsistent information about their own statements and observed behavior are
observed. It is relevant to note that there is no established relationship between

individual hypocrisy and corporate hypocrisy.
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The work of Jackson & Artola (1997) suggest that little research has been done on
cross-cultural ethical value and behavior of organizations such as IOCs in LDCs despite
the fact that the impact of globalization and demands for ethical behavior are now far-
reaching. This is consistent with the opinion earlier expressed earlier in the study.
However a report by Global Environmental Management Initiatives (based upon World
Bank data) exonerates 10Cs by noting that most of them are proactive in both economic
development and environmental health and safety quality in LDCs they operate.
Conversely, Ite (2004) notes the difficulty in applying universal or western CSR
standards to LDCs such as Nigeria by concluding that IOCs may have contributed in the
injustice surrounding the equitable distribution of oil resources. This position remains
debatable to this day.

CSR could mean different thing to different people as culture has a way of affecting
people’s perception. A lot of synonyms have been associated with this concept but the
objectives are similar and contextual as well. The implication is that the concept is
practiced differently and depends on the circumstances of the society in question. In the
Developed World, CSR initiatives are centered on the environment, Health and Safety
issues (Ite, 2004). However in the developing world, the community dominates the
agenda because the basic infrastructure to make life worthwhile is lacking. CSR here
also involves the clamor for good governance and anticorruption crusades, as
legislations to achieve these are weak in these places. Generally speaking CSR policies
would involve environment, community, health, safety, infrastructure, capacity
building, corporate governance and ethical issues. It is pertinent to note that CSR
requirements of the developing world are significantly different from that of the
developed world because of value system, cultural differences and technological
advancement (lte, 2004).

2.21 Chapter Summary

This chapter reviewed the central topics in CSR and stakeholder management. Firstly,
extant literature of CSR was examined, whereby the different elements of the concept
were described. The various developments in CSR were captured beginning from the
1950s; its significance in leadership and business practices was highlighted. The
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stakeholder management was explored from different perspectives. Of particular
interest was the stakeholder management theory, in which instrumental and normative
stakeholder theory were expatiated. Similarities and difference of these popular
theories were established. Consequently, stakeholder value and significance in
contemporary CSR were established. In addition, contributions made by various groups
to the CSR concept were indicated. Subsequent chapter will explore CSR from host

community and 10C perspectives within the NDR.

Additional, the chapter examined CSR from an NDR perspective. The review
exemplifies the numerous challenges and opportunities facing 10Cs in the region.
IOCs particularly are adopting new strategies to ensure peaceful coexistence with host
communities. However it remains to be seen if the host communities appreciate the
efforts of 10Cs in this direction. A number of issues have been thrown up in the
chapter; therefore it is incumbent upon the researcher to carry them forward to the field
study without being judgemental. The findings will determine the current state of the
CSR initiatives of I0Cs in the NDR. Consequently, the future direction of the concept
in the region can be articulated. Generally, I0Cs are embracing changes in their CSR

strategies to reflect the realities in NDR and the globe.
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Chapter 3: Research Methodology

This chapter describes the methodological underpinnings for the purpose of later
examining the extant practices of 10Cs as they impact infrastructure and capacity
development, and social welfare provision in the NDR of Nigeria. The ontological and
epistemological position of the researcher explicitly and implicitly form the platform for
the research method adopted and utilized. The qualitative approach adopted for the
research emanates from the researcher’s perception of the world, and the kinds of

research questions designed.

The purpose of the study was to use open-ended one-on-one interviews to explore
stakeholders’ perception of the impact of CSR activities of I0Cs in the NDR of Nigeria
on host communities.  Qualitative research is normally used to access conventional
societies to gain insider information on a subject matter. This chapter describes in detail
the qualitative design used in the research. The appropriateness of the design, research
question, target population and study location has been highlighted. Procedures for
informal consent of participants, sampling frame, confidentiality, instrumentation, and
data collection and analysis have also been described. At the end, procedures used in
order to ensure validity and reliability as well as the required skills to conduct the

research is addressed. A summary completes the chapter.

3.1 Research Method

Research methods comprise individual techniques used for data collection and analysis
(Easterby-Smith et. al., 2002). A more simplified way of classifying research methods
is by distinguishing between qualitative and quantitative research methods (Myers,
1997). The nature of the problem described in this thesis takes the position of a
phenomenologist. Consequently, the research method adopted would have the ability to
generate data that is subjective, qualitative and fully interpretive of CSR practices of
IOCs within NDR. Holt (1998) acknowledges the importance of research methods by
stating that the principal characteristic of academic enquiry is the use of rationally
grounded, validated and justified research methods. For any given research, there is a
variety of research methods available to the researcher. Therefore, it is incumbent upon

the researcher to identify their strengths and weaknesses. There is no doubt that certain
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methods may be more appropriate than others in a given research. Generally, the
specific method selected will depend on the research subject and nature of the specific

problem.

Qualitative research method was applied in exploring stakeholders’ perception of the
CSR activities of 10Cs and their bearing on infrastructure and capacity development,
and social welfare provision in the NDR. Grounded theory was incorporated into the
research design to identify patterns emanating from the data into CSR framework for
IOCs in the NDR. According to Glaser (2002), grounded theory could be used to

conceptualize data across research methods.

Creswell and Miller (2000) identify two concepts governing the selection of an
appropriate qualitative research. First, is the use of established protocol consistent with
the positivist approach of scientific enquiry. Traditionally, the positivist perspective
embraces the view that research must follow well-defined systematic and rigorous
procedure. The second concept follows a constructivist framework that encourages
dialogue to evolve as the study progresses. This approach remains open to the use of

flexible contextual methods in determining reality.

There are three main types of research design; qualitative, quantitative and mixed
methods. Neuman and Benz (1998) suggest that qualitative and quantitative approaches
are not polar opposites, rather represent two ends of a continuum. Consequently, a
study could be more qualitative than quantitative and vice versa. However, mixed
methods research sits on the middle of the continuum due to the fact that it incorporates
both qualitative and quantitative approaches (Creswell, 2009). The difference between
qualitative and quantitative research revolves around the fact that qualitative makes use
of words or open-ended questions, whereas quantitative uses numbers or close-ended
questions. Creswell (2009) further notes that the difference also lies in the fundamental
philosophical assumption brought to the study by researchers, the types of research
strategies used, and the specific approaches to these strategies. Interestingly, research
approaches have been evolving in contemporary time with quantitative research being

used in social research until after the 20" century, when interest in qualitative research



84

increased as well as mixed methods (Creswell, 2008). The different research methods

are described thus:

3.2 Qualitative Research

Qualitative research can be described as a means of exploring and understanding the
meaning individuals or groups ascribe to a social or human problem. This method
involves emerging questions and procedures, in which data is typically collected in a
natural setting, and data analysis based on emerging themes (Creswell, 2007).
According to Creswell (2002), qualitative research is applicable where the objective of
the study is to explore and understand a contentious phenomenon. This kind of research
involves asking general questions and subsequently analyzing such information to
identify emerging themes. Generally, data analysis in qualitative research is flexible
and often times incorporate personal reflection (Neuman & Benz, 1998). A qualitative
approach was adopted for this study due to the fact that knowledge about the NDR is
arguably limited, thus a one-on-one in-depth interview was conducted and
complemented with historical data. This research is considered to be a social research
and researchers in this field adopt rigorous scientific procedure to observe behavior,
interpret meaning, and unravel the important dimensions of knowledge within a
particular setting (Creswell, 2002). Notably, developments in social research allow for

flexible techniques in data collection and analysis from a number of perspectives

In view of the above argument, the approach of Meredith et al. (1989) was adopted to
place the research in the most appropriate method. They argue that in order to simplify
the research process, appropriate method must be identified after eliminating the ones
that are not applicable. Table 7 illustrates Meredith’s Framework of Research Methods.

The highlighted portions represent the framework adopted in the study.
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Table 9: Framework of Research Methods (Source: Meredith et al., 1989)

Approach to Knowledge | Direct Observation of Object | People’s Perception of Object
Generation Reality Reality
Logical Positivist /] (A (B)
Empiricist Field Studies Structured Interviewing
Field Experiments Survey Research
Interpretive © (D)
Action Research Historical Analysis
Case Studies Delphi / Expert Panel
Intensive Interviewing
Introspective Reflection

In qualitative research, the use of literature varies considerably. For example, in
theoretical oriented qualitative studies such as ethnography, the literature on cultural or
a critical theory from literature forms the basis of developing a framework. Whereas, in
grounded theory, case studies, and phenomenological studies, literature serves less to
set the stage for an impending study (Creswell, 2007). Generally, qualitative approach
allows room for innovations, in which the researcher works within their own
framework. Furthermore, it encourages more creative literary-style writing, a pattern

that might be familiar to the researcher.

Qualitative research involves the collection of different case study, personal experience,
introspective life story, interview, observational and historical texts that describe routine
and problematic moments and meaning in the life of an individual (Denzin and Lincoln,
1994). In this approach, the researcher remains the primary instrument of data
collection and analysis (Merriam, 1988). In line with the above dimension, it is not
inappropriate to state that some methods are not applicable in this context. By
implication, research methods in quadrants (C) and (D) were identified as the most
appropriate for this study. The two require significant degrees of interpretivism that is

in line with the subjectivity of the study.
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3.3 Quantitative Research

This kind of research method consists of testing objective theories through the
examination of relationship among variables. Afterwards, these variables can be
measured and numbered data analyzed using statistical instruments. Fundamentally,
quantitative research describes trends or explains relationships among variables
(Creswell, 2002). Eventually, the final report is presented using a set of structure that
includes introduction, literature and theory, methods, results and discussion (Creswell,
2008). Researchers that adopt this approach collect data based on predetermined
procedure. They also have assumptions about deductively testing theories, mitigating
against bias, controlling for alternative explanations, and having the ability to replicate
and generalize findings. Generally, quantitative design includes experimental, quasi-
experimental, and correlational and survey research (Creswell, 2007; Neuman & Benz,
1998). This method was not considered appropriate for the research given that the
central theme was to explore and understand stakeholders’ perception of the subject
matter. The approach requires one-on-one encounter with participants in other to obtain

raw views about the research subject.

3.4 Mixed Method Research

This approach seeks to describe trends or explain relationships among variable and
researchers that adopt this approach collect data based on predetermined procedures
(Creswell, 2002). This approach involves philosophical assumptions, implying the
combination of both quantitative and qualitative methods in a study. Therefore, it goes
beyond collecting and analyzing both kinds of data. Additionally, it includes the use of
both approaches simultaneously thereby addressing the limitations of the two
conventional methods (Creswell & Plano Clark, 2007). According to Creswell (2007), a
mixed methods design captures the best of both qualitative and quantitative approaches.
For instance, it is applicable where a researcher intends to both generalize the findings
to a population and simultaneously develop view of the meaning of a phenomenon or

concept for individuals or groups.
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In a research of this nature, it is difficult to combine approaches especially when
collecting and analyzing data. The most important aspect in this regard is the way data
is pulled together to make sense. Collis and Hussey (2003) note the difficulty in
combining the two approaches by arguing that both have different views on social
reality. However, it is consistent to note that a combination of the two approaches can
help overcome the shortcomings of a single approach. In this vein, many researchers
tend to combine the two approaches by developing sequential approach to the research.
In so doing, they first observe phenomenon and subsequently conduct inductive
reasoning. Typically, this method keeps to the phenomenologist tradition of hypothesis
and theory formation (Love, Holt and Li, 2002). Henceforth, research progresses
toward empirical evidence gathering using tools and techniques associated with logical
positivism. This process of phenomenologist theory formed followed by positivist
theory testing may be reversed. Love et al. (2002) contend that unexplained data
resulting from a positivist study could be critically investigated using a
phenomenologist approach. Generally, qualitative research consists of a wide range of
designs such as grounded theory, phenomenology, and action research. A brief

description of the designs has been presented:

3.5 Grounded Theory

In this design, the researcher seeks to derive a general abstract theory of a process,
action, or interaction grounded in the view of participants in a study. This design
consists of wusing multiple stages of data collection and the refinement and
interrelationship of categories of information (Strauss & Corbin, 1990, 1998). The two
principle characteristics of this theory are (1) the constant comparison of data with
emerging categorization, and (2) theoretical sampling of different groups to maximize
the similarities and differences of information (Creswell, 2007). Following this,
measures adopted to develop concepts include collecting data through interviews, and
through analysis, developing and linking themes. Grounded theory was adopted in the

design to conceptualize patterns revealed in the data.
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3.6 Phenomenology

Phenomenology is referred to as a tool for exploring and assessing lived experiences of
individuals or groups (Laverty, 2003). Laverty (2003) notes that phenomenology is
based on the work of Hussel, who views it as a method of arriving at true meaning that
exposes reality. From another related view, Heidegger expands Hussel’s position by
incorporating history and background into lived experiences of human beings. This
approach to phenomenology explores the lived experiences of human beings in order to
elucidate overlooked and taken for granted aspects of life (Laverty, 2003). Reality and
meaning in this instance can be constructed through an understanding of the history,
culture, and contexts where meaning can be deduced from lived world (Creswell, 2007).
Han-Georg Gamada refines Heidegger’s views and included procedures and
applicability, ultimately making phenomenology an effective research tool (Laverty,
2003).

Generally, phenomenology explores human understanding of meaning. According to
Laverty (2003), phenomenology is descriptive and emphasizes on the structural
elements of experience. It is documented that a variety of designs have emanated from
the philosophical studies of Hussel and Heidegger, Van Manen, Merkeau-Ponty, Georg,
Moustakas, Ricoeur and Polkinghorne, which offers different interpretation of
phenomenology (Couray, 2003; Creswell & Moerer-Urdahl, 2004; Laverty, 2003; Reid,
2004). In this vein, social researchers adopt phenomenology designs to explore and
understand questions about human experience and add different dimensions of meaning
to the extant body of knowledge (Loureiro Alves et al., 2006). Given the expression
above, phenomenology is deemed appropriate for the current study. Therefore, the
research design is phenomenology-oriented, which implies an interpretive

underpinning.

In order to underscore the approach adopted, the researcher draws on the work of Hoff
and Bhati (2007), which suggested that a phenomenology design is appropriate for the
study of less popular groups such as NDR. Additionally, the lack of extensive literature
on CSR in the NDR influenced the selection of phenomenology to explore the research
topic and raise questions for further research. This selection feeds into the views of

Averill (2006) that social barriers and disparities are best assessed and understood in the
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cultural and community-specific contexts of rural inhabitants. In addition to further
justify the design adopted for the study conducted; there is a requirement to provide an
insider perspective based on the accounts of research participants (Pfandenhauer, 2005).
It is important to state at this point that phenomenology design is based on cooperative
interaction between the researcher and research participants (Neuman, 2003). Similarly,
familiarization with the setting underscores the social bond between a researcher and
participants. This kind of bonding enhanced an understanding of the contexts and
perception of the different stakeholder groups.

Aside from involving participants in the research process, phenomenology research also
facilitates an understanding of people’s relationships and the variables that influence
them on topical issues (Averill, 2006). The central idea was to create an atmosphere for
reasonable flexibility to highlight participants’ expectations with their narrative, while
at the same time capturing emerging themes (Mathews, Detwiller & Burton, 2006).
Furthermore, the approach linked participants’ concerns and research goals while
empirically grounding findings (Averill, 2006).

Phenomenology brings about creativity in research by suggesting dispassionate
observation (Neuman, 2003). Researchers in this group contend that full understanding
of phenomenon would entail subjective interpretation and intervention of reality. This
paradigm builds new theories and generates new ideas that are tested in the process
(Creswell, 2002). A distinguishing feature between the positivists and
phenomenological approach is that the former revolves around hypothesis and theory
testing, whilst the latter is concerned with hypothesis and theory formulation.
Historically, phenomenologist paradigm emanated as a result of criticism of the

positivist paradigm (Creswell, 2007; Neuman, 2003).

3.7 Action Research

This type of research is geared towards social change (Reid, 2004). Action research
focuses on the social cause of the research population. In this research, there is demand
for individual and collective actions, which transforms the research participants. This is
consistent with the views of Neuman (2003) that action research is an effective design
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for social research given that the techniques are flexible and adaptive. Creswell (2002)
notes that this research design is viewed by critics as lacking empirical rigor, where
research prejudice or bias that could affect findings is absent. However, he argues that
qualitative research allows for the exploration of social and cultural issues, description
of groups in their natural environment, and presentation of accurate portrait of the
group. Fundamentally, qualitative research involves field research and taking notes
about events. These notes taken and observed data are analyzed leading to the
development of themes.

Following this description, insight gained from the analysis of phenomenology and
action research formed the basis of the choice of research design for the study
conducted. It is pertinent to note that phenomenology and action research have
overlapping tendencies in many respects (Laverty, 2003). In the study conducted, the
perception of stakeholders about CSR activities of 10Cs and their impact on
infrastructure and capacity development, and social welfare were extracted. Given the
research objectives illustrated in chapter 1, priority was given to phenomenology
design. Therefore, new knowledge emanated from the inductive analytical process of

scaling down the data to manageable themes (Creswell, 2007).

3.8 Summary of Research Design

The research design for the study conducted is phenomenology. According to Creswell
(2002) and Neuman (2003), qualitative research design is effective for capturing the
perceptions, lived experiences, action, and behavior of a people. The qualitative
approach adopted this procedures based on the recommendations of these two authors.

Details of the procedures are as follows:

1. Interaction with participants in their natural environment

2. Data collection through open-ended questions

3. Acquisition of insider information

4. Search for rich underlying details from participants perception
5. Accurate presentation of events based on participants’ account

6. Identification of emergent themes and theories
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All the above are consistent with the researcher’s underpinning for adopted the

aforementioned research design.

In line with the subsisting argument, collected data will be analyzed and findings
subsequently presented. The study presents an accurate description of the events, and
account of participant’s perception as well. Following this, a systematic analysis will be
conducted to extract details based on participants’ perception (Maggs-Rapport, 2001).
Strategies and procedures for the study are consistent with conventional procedures for
conducting a qualitative study (Creswell, 2012; Neuman, 2003). Similarly, Beck (2005)
report how new approaches to qualitative research can be applied in a wide range of

social issues.

It is unequivocal that some kinds of social research problem demand specific
approaches. In this instance, a research problem is an issue or concern that needs to be
addressed (Collis & Hussey, 2003). For example, if the problem is identifying factors
that determine an outcome, the convenience of an intervention or understanding
predictor’s outcome, then a quantitative approach is more appropriate. On the contrary,
if a concept or phenomenon needs to been understood based on its unpopularity, then it
calls for a qualitative approach (Creswell, 2007). Further to these descriptions, the
conducted study falls within the domain of a qualitative approach.

Focus on the perception of stakeholders in NDR stems from the fact that rural
communities are insulated from cultural diffusion and the influence of the contemporary
world. This study identified contextual factors that influenced participants’ perceptions
and the consensus on host communities in NDR. It is pertinent to argue that host
communities in NDR have experienced transformation in terms of social, cultural,
economic and political dimensions. Invariably, critical events during this
transformation may have shaped participants’ perception of life in general. The crisis in
NDR is a combination of many factors with oil E&P activities taking a central stage.

Two criteria formed the basis for assessing the appropriateness of the research design

addressed two core question; (1) what represents knowledge, and (2) what were the
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most appropriate research tools needed to capture knowledge (Creswell & Miller,
1997). In addition, a second set of criteria that included data availability and the

existing research conducted about the subject matter were examined.

Overall, a completed study is judged depending on how conceptually and theoretically it
is grounded. The rigor and appropriateness of research remain a critical factor in the
whole exercise; and research methods usually evolve from and are determined by the
research question (Babbie, 1995; Holt, 1998; Neuman, 2000; Rudestam and Newton,
2001; Easterby-Smith et. al., 2002)

3.8.1 Participant Consent

In compliance with AUT standard, an informed consent form aimed at obtaining
consent from participants was administered. A duly signed consent form was obtained
from participants before interview commenced. This was sequel to the participants’
information sheet, which gave an overview of the study. The consent form and
participants information sheet have been attached as appendices F and G. These two

documents addressed the following relevant areas:

1. Affirmation of the voluntary nature of their participation

2. Description of the purpose of the study

3. Procedures for the study

4. Potential risks and benefits of the study

5. Information about participants to withdraw at any point during the interview

6. Procedures for protecting confidentiality of participants (Groenwald, 2004).

3.8.2 Sampling Strategy

The population for the conducted study was the major stakeholders in Nigeria’s oil
sector (i.e. 10Cs, Government, Host Communities and Others). The selected sample
reflected experience and understanding of CSR activities of I0Cs within the NDR and

other associated issues. Consequently, a qualitative phenomenology study using four
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stakeholder groups was considered appropriate to gain perspective across the selected

groups (Creswell, 2002).

In qualitative research, sample frame is determined by a number of factors such as the
research topic, the degree at which the individual represents the characteristics of a
given population, or the number of people in the group or sub-group (Higginbottom,
2004; Neuman, 2003). The works of Creswell (2002) and Neuman (2003) illustrate that
guantitative approach depends on systematic sampling or mathematical processes to
derive a representative sample. On the contrary, qualitative design uses non-probability
sampling that includes quota, purposive, snowball, sequential and theoretical sampling
(Neuman, 2003; Collis & Hussey, 2003).

According to Creswell (2002) sampling technique is a function of the research aims and
objectives.  Using purposive sampling, participants were selected based on
predetermined categories in order to ensure that the sample is consistent with the
research population (Neuman, 2003). Initially, snowball sampling was used to identify
subject matter expert, who in turn recruited research participants with the identified
characteristics for the study. Snowball sampling is appropriate if participants are
selected through referral (Creswell, 2002; Neuman, 2003).

A purposive sample of participants representing the different stakeholder groups in the

Nigerian oil sector was selected. This selection was informed by the need to:

1. ldentify participants that had lived experiences on the CSR activities of 10Cs in
the NDR and beyond,

2. Represent the different stakeholder groups, and

3. Elicit information that depicts the purpose of the study.

Neuman (2003) notes that purposive sampling is adopted where primary participants in
a study from a diverse group of people who are not easily accessible. Familiarity with
community development initiatives and the dynamics of CSR practices of I0Cs were
prerequisites for selecting participants within the different stakeholder groups
(Higginbottom, 2004; Neuman, 2003).
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In qualitative study, the number of research participants varies according to the study.
In phenomenology studies, a part of a group or population represents the sample
(Higginbottom, 2004). Following this, Creswell (2002) suggests that a sample size in
qualitative studies could range from 2 to 40. Similarly, Higginbottom (2004) confirms
that small sample is associated with phenomenology, where the central theme is to

explore a critical phenomenon.

3.9 Designing the Research Plan
The research plan is intended to give direction and guidance to researcher’s efforts and

enables him to conduct systematic research. The researcher uses research strategy to
clarify the types of information the research needs to find. Information required in this
regard could be: background versus in-depth; scholarly versus popular, factual versus
descriptive, historical versus current or primary versus secondary. The research detailed
in this thesis can now be adjudged to be primarily focused on the conduct of a field
study in order to collect and record subjective data for analysis. The research process

has been outlined below:



Problem
Identification/Scope
Definition

Identify Global CSR Practice
Identify Existing/Current CSR

Practice

Preliminary Contact

with stakeholders/
Subject Matter

Review of Literature

Data Collection (Field Study)

Identify CSR Practice in NDR
by IOCs

Design Obtain Historical
Interview information

Data Analysi
Best Practice in NDR by I0Cs
Identify Appropriate Method l

Data Validation Validated Map of CSR Best
Practice

Transition Map from Current
Practice to Best Practice

— Subject Matter
leld Review Expert Opinions
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Summary and

Conclusion Completed Thesis

Stage 5

Figure 4: Research Design Framework

3.10 Study Area

The study was conducted in three major locations in Nigeria (Lagos, Port Harcourt and
Abuja). At this point, it is important to give an overview of Nigeria and the NDR in
particular

3.10.1 Nigeria

The Federal Republic of Nigeria lies along the west coast of Africa; north of the equator
between latitude 5 & 18 degrees and longitude 0 and 20 degrees. Nigeria is in the West
African sub-continent, south of the Sahara desert and created by the British colonial
administration (Shaka, 2005). However, some historians opine that the name Nigeria
came from the Niger River (Olusakin, 2006). Nigeria was under British rule before it
gained independence on October 1, 1960 (lkoya, 2007). Prior to the formation of
Nigeria, there were the northern and southern protectorates that subsequently became
amalgamated in 1914 (Shaka, 2005; Synge, 2006). This amalgamation might not have
taken into consideration the complex nature of Nigeria in terms of ethnic nationalities,
tradition and culture. Arguably, the country has not lived beyond these ever since.
There is by some estimates 250 distinct groups (John, Mohammed, Pinto, & NKkanta,
2007; Ogundiran, 2006; Olusakin, 2006). However, this is not conclusive as there is
controversy among some researchers on the exact number of ethnic groups in Nigeria
(Shaka, 2005).

Reportedly, NDR is one of the most undeveloped regions in the world (Ikelegbe, 2005;
Ogonor, 2003; Pedro, 2006). As a consequence, the people of the region have suffered
neglect in terms of poverty, mass unemployment and a near non-existent infrastructure
(Ogonor, 2003; Ross, 2003; UNDP, 2006). The majority of stakeholders have argued
that the problem with the region could be as a result of the mismanagement of the oil

wealth. However, the complex ethnic composition of the NDR has not helped matters
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either. Demographics suggest that the region is home to about 20 minority ethnic
groups with an estimated population of 28 million people, the inhabitants being
clustered in settlements of less than 5000 people (lkelegbe, 2006; UNDP, 2006). The
differences between these ethnic groups have also compounded the already complex
issues in the NDR.

3.10.2 The NDR

The NDR hosts most of the oil and gas resources of Nigeria. Geographically, NDR
comprises of the area that covers the natural delta of the Niger River, delineated by two
tributaries, the Nun River and a web of creeks on the East and the Forcados River that
adjourns creek on the West (Earths Right Institute, 2003). The natural delta covers
approximately 25,900 Km? (UNDP, 2006). For political considerations, the Nigerian
government in the 1990s expanded the boundaries of NDR to nine oil-producing states
(Idemudia, 2007; UNDP, 2006). Given the expansion, the NDR formally begins from
the Southeastern states of Nigeria and stretch across the coastal regions of the
Southwest. These are spread over 112,110 km? (NDDC, 2004). The NDR states
include Ondo, Edo, Delta, Bayelsa, Rivers, Akwa Ibom, Cross River, Imo and Abia. A

map of Nigeria showing the NDR states is attached as appendix A.

3.11 Research Instruments

The primary instruments for the study conducted were one-on-one interview, a tape
recorder, notes, and interview questions. These instruments were used to collect
relevant information for the study. It is pertinent to note that demographic
considerations were not made in the study. This decision was consistent with the
confidentiality position taken in the research. In the process, there was the possibility of
data inconsistency resulting from ambiguity of some research question which could
have effect on the validity of the findings. However, the focus during the interview was
on clarity of certain words or terms that may be considered confusing or offensive.
Eventually, interviews were recorded, notes taken and subsequently data transcribed

and analysed.
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3.11.1 Data Collection

The procedure associated with the collection data in qualitative research evolves during
the study (Creswell, 2002). The phenomenology research conducted applied various
data collection techniques. One-on-one interviews and participants’ narratives formed
the primary source of data. This was complemented by other secondary sources, which
include 10C publicatio