Oil & Gas and NGOs: New Rules of Engagement?
How „engaged‟ are oil companies and non-governmental organizations (NGOs)? Are the relationships
between these actors exclusively and energetically adversarial, or have new forms of interaction emerged?
This Acorn Note focuses on Corporate-NGO engagement during major oil and gas (O&G) projects and
suggests some developing models for mutually valuable relationships. We include recommendations for
project managers based on our „field experience‟ working with NGOs and companies on some of the
world‟s largest oil and gas projects.
Background
Expectations have continued to rise over recent years regarding how major O&G projects analyze, manage
and communicate about their social and environmental performance. NGOs are among the most interested
and active stakeholders, particularly with regard to projects located in developing regions, and those
undertaken in countries with poor governance, financial transparency and human rights records. Around the
world, NGOs increasingly expect meaningful and prolonged company engagement. No longer is it typical
that a government-issued permit marks the sole purpose of – and mutually satisfactory end to – projectdriven stakeholder engagement.
NGO and O&G company relationships are commonly portrayed as a tug-of-war, a battle of opposing sides.
But while some „watch-dog‟ NGOs are quite adamantly and categorically opposed to oil companies and
associated projects, this strident position is far from universal. Increasingly, one can find recognition
among civil society actors that O&G projects are often uniquely positioned to make significant positive
contributions to local development. Many NGO representatives would agree with the assessment of a
researcher who noted that oil and gas “footprints can be seen in developing countries in the transfer of
foreign direct investment (FDI), skills, and technology; as major employers of labour; and accounting for a
large proportion of state revenue. Their contribution to development in many countries via programmes in
education, health, commerce, agriculture, transport, construction, etc., cannot be ignored.”1
But growing recognition of such
NGO Roles in O&G Engagement
potential development contributions
Representatives of NGOs play a wide variety of roles in relation to
has hardly marked the end of NGO
oil and gas projects. Far from being limited to strict opposition,
campaigning and opposition. Rather,
NGO members may address specific projects in roles such as:
some civil society organizations
1. Project (permitting) Consultation: (information) consumer,
continue to target oil companies, and
challenger, collaborator
seek to influence their actions
2. Financial Disclosure: facilitator, partner, challenger
through strategies such as “boycotts,
3. Community Relations: advisor, advocate, facilitator, organizer
networking, publicity, sit-ins, walk4. Community Development: advisor, advocate, facilitator,
outs, lobbying, litigation, socially
implementing partner
responsible investment, people‟s
5. Cultural Heritage: advisor, advocate, implementing partner
development plans, public
6. Human Rights: advisor, advocate, auditor, challenger,
hearings…blockades, barricades,
implementing partner
7. Environment: advisor, advocate, challenger, implementing
seizures and closures, etc., in
partner
campaigns (that) involved ethical
issues such as environmental, health,
safety, corruption, climate change and human right abuses.”2 For their part, companies are increasingly
recognizing that engagement is not only hard to avoid, but difficult to systematize given that there is no
ubiquitous NGO „position‟ regarding O&G projects. Instead, corporations are developing distinct strategies
for dealing with priority groups and the networks that exist between these groups. As a result, one can
observe a spectrum of joint activities, ranging from the required and often perfunctory sharing of project
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information to the joint pursuit of full collaboration and mutual value. And increasingly, some of this
interaction is driven by engagement requirements imposed by financial institutions.
Lender Requirements – Social Performance and NGO Interaction
Social performance analysis of major infrastructure companies and projects is no longer limited to ethical
funds and „socially responsible investors‟. Mainstream investors and companies which provide financial
advisory services are paying more attention to the social performance of companies wherever they operate
not only for ethical reasons, but also because they believe that environmental and social performance can
affect a project‟s delivery on time and on budget, overall operational success, and long term financial
viability. Lenders continue to become more demanding: the Equator Principles3 and the International
Finance Corporation (IFC) Performance Standards4 established key stipulations for (financed) project
compliance, ranging from applying impact assessments to building appropriate impact management
systems. They also include specific guidelines for company-stakeholder interaction.
In both the Equator Principles and the Performance Standards, stakeholder engagement is explicitly
required. Equator Bank financing is dependent upon consultation “in a structured and culturally appropriate
manner…(F)or projects with (potentially) significant adverse impacts…the process will ensure their free,
prior and informed consultation and facilitate their informed participation as a means to establish…whether
a project has adequately incorporated affected communities‟ concerns.”5 This language is also featured in
the IFC‟s performance standard 1, which requires that “…for projects with significant adverse
impacts…Informed participation involves organized and iterative consultation, leading to the client‟s
incorporating into their decision-making process the views of the affected communities on matters that
affect them directly, such as proposed mitigation measures, the sharing of development benefits and
opportunities...disclosure should occur early in the Social and Environmental Assessment process and in
any event before the project construction commences, and on an ongoing basis.”6
Of course, while NGOs draw membership from project-affected populations, they are organizations, not
communities. Nonetheless, lender-required engagement will often feature such groups because they
routinely act as representatives (self-appointed or otherwise) of affected communities. Equally important,
NGOs have legitimate interests in project design, impact management and natural resource protection and
use. NGO representatives are also potential facilitators of information exchange between communities and
companies. Optimally, they are groups well positioned to help companies understand local communities
and indigenous populations, including past history and current expectations, how authority systems are
structured, and how to ensure that the company is able to partner appropriately with the community for its
development. NGOs can help enlist community support as a partner in the project, even as they advocate
for specific company performance, provided they are seen as an honest broker by both company and
community. The basis for such positive engagement is transparency – sharing of information, plans,
priorities, and expectations.
Recommendations: Communication
+ Do: Consider creating a regular venue for NGO / civil society and company interaction, such as a quarterly

-

issues forum. Brief the assembled stakeholders on company activity, but design the meeting (which may be as
short as 1-2 hours) to give NGOs the opportunity to share their own work and discuss topics outside the oil
and gas project or business activity.
Don‟t: Allow your regular civil society meeting to focus solely on „issues‟ associated with your project.
Broaden the scope and learn about other areas of NGO focus. If you can demonstrate interest and reliability,
you may hear about developing challenges that could affect your business early enough to change their course.
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Project Information Disclosure
„Consultation and Disclosure‟ is often the primary model for NGO-O&G interaction. NGOs and civil
society stakeholders remain a key participant in the public meetings and reviews of project plans that are
required in environmental and social impact assessments (ESIAs). In most cases, the input that companies
receive during consultation must be addressed before required government permits are issued. There are
many NGOs and civil society groups that provide copious feedback to companies as they attempt to
improve and fine-tune the environmental and social aspects of their projects. Unsurprisingly, the feedback
provided by such groups varies considerably in quality – from timely and valuable, to regrettably
uninformed and lacking in useful insight.
In some cases, NGOs may exaggerate the degree to which they represent communities or local stakeholders
purportedly affected by proposed project activities. Nonetheless, meaningful O&G-NGO interaction quite
often commences during formal „public consultation‟ activities, and provides a baseline transparency tool
for both company and civil society. Properly managed, communication about project activities allows
companies one-time, ad hoc or regular insight regarding their reputation and the level of support/concern
they have earned with stakeholders. NGOs, particularly when they approach the consultation in a
constructive manner, may achieve a primary goal: gaining a „seat at the table‟ or some degree of influence
over decisions affecting environment and society. They may also help community members understand
where project activities are – or are not – having an impact on their lives. However, this important and
useful interaction may place the company in challenging positions, particularly regarding corporate
influence, revenue and transparency.
Recommendations: Disclosure
+ Do: Appreciate that NGOs with a transparency mission may provide useful assistance regarding project
disclosure. Consider whether the NGO might present a good location to „host‟ public disclosure documents
such as ESIAs. Such NGOs may also assist in collecting review comments. This can build process credibility.
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Don‟t: Rely exclusively on NGOs to provide adequate space for public disclosure information. It may be
necessary to give the cooperating NGO(s) detailed instructions as to how the disclosure process is meant to
work.

Financial Disclosure and Transparency
There is growing interest and challenge from NGOs and other stakeholders on issues which may lie beyond
companies‟ direct control and only within their limited influence. These include issues like revenue
management (how the host country spends the income from the company or sector), and how the presence
of a business may affect host communities‟ access to their basic human rights, such as freedom of
expression or movement. The Extractive Industries Transparency Initiative (EITI), launched in 2002 at the
World Summit for Sustainable Development, is now endorsed by 50 of the world‟s largest oil, gas and
mining companies. It has established a new baseline of transparency and engagement regarding material
oil, gas and mining payments to governments. It is now possible for NGOs or other interested parties to
access considerable amounts of information regarding projects and financial payments.
Yet this successful focus on one side of the resource revenue equation – transfers to government – has been
followed by an even more challenging civil society request: to enlist company support in helping pressure
governments to account for how these resource revenues are being spent. As revenue disclosure continues
to be a key issue for O&G, NGOs can be found playing myriad roles: challenging government and
companies to be more transparent, facilitating dialogue between company, government and civil society
regarding revenue, and partnering with companies to design the means of disclosure. A similarly broad
range of NGO roles exists regarding Oil and Gas community investment.
Community Development
As noted above, NGOs can play a particularly useful role in helping communities and company
representatives understand each other‟s plans, interests, concerns, expectations and priorities. This
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understanding is crucial to O&G-sponsored community development programs. Successful delivery of oil
and gas projects – offshore and onshore – often depends not only on exceptional engineering and project
management, but on the social „license to operate‟ (LTO) that is granted by host communities. Social LTO
rests heavily on the degree to which companies manage their impacts, meet their obligations and contribute
to the growth of the community. Local community members often have substantial expectations regarding
company-sponsored community initiatives; management of such projects may fall beyond the expertise
and/or resources of oil and gas project staff.
NGOs have come to play important roles in helping O&G projects meet community development goals.
As implementing partners, they may contract directly with companies to deliver development projects.
They may also play an advisory role – helping both companies and community groups understand how to
best employ O&G resources and expertise in service of sustainable community development. They may
advocate with local government and business community members to join O&G community project
initiatives and help build development economies of scale. They may even facilitate dialogue between
company and community about the roles that business can and cannot take on, helping to manage
expectations. In such cases, NGOs begin to play the role of partner – to both community and company.
Recommendations: Community Investment
+

Do: Consider using local NGOs as implementing partners for social investment and development programs.
Pilot programs of 1-year length will give the opportunity to get a better sense of an organization‟s ability to
manage resources, communicate, and design/ implement a work plan.
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Don‟t: Overlook the dynamics of community-NGO relationships. Local NGOs may or may not have
credibility with target communities. NGOs may exaggerate their own ability to represent community interests
and concerns. Avoid relying exclusively on the NGO to oversee a social program – successful community
projects demand attention and oversight from company representatives as well as implementing (NGO)
organizations.

NGO-O&G Partnership
There are numerous examples of NGOs and O&G companies moving beyond hostile interactions to models
approaching partnership:
 A major pipeline project saw NGOs taking on crucial financial and human rights consultations with land
owners
 NGOs around the world have lent their expertise to SME development efforts specifically tuned to O&G
supply chain requirements
 Cultural heritage partnerships have formed between O&G projects and NGOs so that companies may
more efficiently implement their projects without causing harm to archeological or cultural artifacts
 Microfinance projects funded by O&G but implemented by NGOs have provided useful elements in
investment „exit strategies‟
 Environmental NGOs have assisted in impact management planning and implementation (e.g., spill
response and cleanup) in host communities
 Community NGOs have helped deliver information about safety and environment on behalf of, and
alongside, O&G companies
No doubt NGO and O&G relationships will remain contentious, but the tension of balancing interests can
be productive to those who understand and manage it well. The confrontational watch-dog role favored by
many NGO representatives has an important place in public discourse. Oil and gas companies are starting
to learn how to make use of the valuable inputs that some NGOs provide to their projects. A growing cadre
of NGOs recognize that there are increasing opportunities for them to act as „local partners‟, able to have
real input and meaningful influence as major O&G projects unfold. With the right guidance and
commitment to open, productive relationships, one can reasonably hope that this trend – engagement for
„mutual advantage‟ – will continue to gain momentum.
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