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| would like to dedicate this book to my late fatfi@ank O’ Donnell. He
was a lover of the natural environment and impattésigift to me when |
was very young. He once carried me on his shoulaersnd a local lake
when | was seven years of age looking for wild duck have often
retraced those steps and will do so again wheread rof inspiration. He
always marked the coming of the seasons by askiedad | heard the
cuckoo in the spring or the call of the wild geaesethe autumn. He
awaited the change of the seasons with equal damsHe understood
that all things were connected.



When all the trees have been cut down,
when all the animals have been hunted,
when all the waters are polluted,
when all the air is unsafe to breathe,
only then will you discover you cannot eat money

~ Cree Prophecy
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FOREWORD

Corporate Social Responsibility is a highly cotedsarea, with no
clear definition or accepted boundaries. For somepresents window-
dressing, a means for companies to improve theiganboost their brand,
or build employee loyalty. For others it represeataew way of doing
business, mindful of impact and conscious of widtkeholders. For
others, the very idea of a responsible corpordaaamn oxymoron. What is
becoming clear, however, is that CSR is a procatiger than a set of
actions, and represents the evolution of thinkittdivw a corporation and a
change in the way in which companies see themséivbg world.

Within this context, the story of Shell in Irelamgla fascinating one.
The company had wide experience before locatirthencountry, and has
a very well-developed idea of its own place inwwld, and what its CSR
policy should be. In a way, that makes the outcofrtbeir presence in the
remote and beautiful area of Rossport all the nstaetling. It is a story
that should be read by anyone with an interestisiness and society, and
Francis O’ Donnell is uniquely placed to tell it.

| met Francis when he came to the University afidiick to study for
his MBA, and was immediately struck by his appro&ctthe interface
between business and the environment. His backdraurbonegal and
his experience in the fisheries industry have givem a singular
perspective on how big business can usefully wath maral communities.
Aware as he is of good practice, he is also welted to document and
highlight activities that fall short of this stamdaHe does that in this book
to excellent effect, making a very useful contribatto the literature on
Corporate Social Responsibility in the extractindustries sector.

In reading his book | am reminded that many bussiese still haven’t
learned the lessons of CSR, and | urge anyoneeiratba to contemplate
the words of Warren Buffetlt'takes 20 years to build a reputation and
five minutes to ruin it. If you think about thadwil do things differently

—Sheila Killian, Head of Department and Senior Leet,
Accounting & Finance, University of Limerick
June 2011






PREFACE

My personal philosophy on the natural environmemd social
inclusiveness stem from my early childhood. Thoselyeviews were
instilled in me by my late father and more recertily my academic
training as an ecologist and business graduateefCheathl of the
Suquamish Native American Indian tribe inspiredwieen | read his great
speech for the first time at the age of ten. Thace of early
environmental writing and awareness led me to belihat all things in
nature are connected. If we harm the natural enmienmt, we ultimately
harm ourselves. However, the most sophisticatedabiel species that has
ever existed on this planet continues to ignors thct. The wellbeing of
the environment we live in directly correlates tor @mwn mental and
physical wellbeing. That relationship will ultimétedetermine our very
existence as a species.

| realise that with all its weaknesses, Corpofateial Responsibility,
(CSR) presents us with a space where businesssitgerenvironmental
interests and social interests can come togethdraaiopt frameworks
which take cognisance of the others’ position. Monportantly, | view
this space as a place where benefits to the emagahand society can be
secured. | appreciate that some reading this prefaald conclude that |
am naive to think that CSR has any legitimate pla@®ciety. If someone
can show me a better working model, then | amyabeand ears. It is how
we shape the area of CSR as citizens, as regulatdras political figures
in the future which will ultimately define its ldgnacy in our respective
societies. We all have a responsibility to play part. CSR is here to stay
whether we like it or not and is now well positidngn most business
schools.

No one is saying that CSR is a panacea to alkacial or environmental
woes. However, | don’t mind nailing my colours ke tmast by saying that
business has a greater responsibility to sociesy tthe old notion of
returns to shareholder “only”, made by Friedman atders. In my
opinion that is an outdated and flawed view of therld. Lack of
resources, globalisation and the booming human lptpn were not
considered external business threats at that tifilee planet is now
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qguaking under the pressures exerted upon it bynusvolutionary terms,
this transition has occurred overnight.

My reasons for believing that CSR offers us all apportunity are
straightforward. We live in a world of limited rasces which are
continuing to dwindle. Everything we use in our deyday lives
originates at some point in the natural environmerterefore, the
argument can be made that all the resources neéedsgubrate a successful
business also originate there. Would this not ssiggieat the race to
exploit resources before a competitor does is at-¢bom view and could
be considered a dereliction of duties by compamgctiors on behalf of
their shareholders? It is how we use those limiesburces, along with
our talent, which will determine competitive adwage for business
organisations in the future.

Security of continuous resource availability must an attractive
proposition for businesses and those interestezbivserving the natural
environment. That is the choice we have to makeeifare serious about
tackling the enormous environmental challenges lwhie ahead. CSR
offers us all a platform, albeit a far from perfeghe, to achieve
sustainability and social inclusion in the decisioaking process. This is
a tall order but the alternatives are frightenihg.my opinion time is
running out for us to act. If we continue to addip ostrich pose and
ignore the environmental “whispering in our eatien it is at our own
peril.

During my MBA | delved even deeper into the aoéZLSR. | would
have to say that | have Sheila Killian who wrote forward section of this
book to thank for that. She ignited a spark in nfeemwshe delivered a
lecture to my class in the area of CSR. Here waerdor lecturer in
accounting and finance who genuinely believed thasiness, the
environment and society could live alongside eadhero More
importantly, she conveyed to me the threats tadtheelopment of CSR as
a valid academic area, such as the false maskipigrend the difficulties
in determining who as a business was genuine aodwals masquerading.
| remember thinking in class one day about whahdgtDepp had said in
the 1999 film “Sleepy Hollow” Villainy wears many masks, none so
dangerous as the mask of virtué wondered about Shell and the Corrib
gas dispute. It felt it was time to find out.
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The idea for this book evolved over a period ofetiand was triggered
by various events which occurred throughout theatiom of my MBA
with the University of Limerick, Ireland. Other datrs such as Lorna
Siggins have captured events and detailed in depththe community in
Rossport, Mayo, Ireland were deeply affected by lIShéusiness
operations there. This manuscript is an acadersiepdf writing based on
the validity of Shell's stated commitments to sogciand the environment
in Ireland. It attempts to remove the mask to detheé company are
genuine in that commitment or not. Those who asgt joterested in the
story and not the academic side should focus optet®one and then four
to eight inclusive. Chapter Two is what one couddl ¢dipping the toe
into the bath of corporate social responsibilitfYhat chapter reviews a
number of strands of CSR which | thought appropriat line with the
research area. Chapter Three offers the academiterany reasons for
choosing a qualitative approach. This chapter mifyms the reader why
| used semi-structured interviews to gain the remss data for my
research.

After a documentary made by Ireland’s nationaladi@asting channel
in 2009 called Battle for the gas field | was convinced something was
very wrong. In my opinion the documentary was hiage favor of the
Multinational oil giant Shell and its partners, t8taHydro and Vermilion
Energy. The presenter created the belief that it vw&rsons with
“paramilitary” backgrounds and “eco-warriors” whopposed the
development, along with a few awkward locals. Thespnter also
commented that Maura Harrington, who was stronghposed to the
development of the project in an onshore capacity who is a prominent
member of Shell to Sea group, was a “pin-up gidt those same
paramilitaries.

In a country that has done much to make peade auit neighbours
and understand cultural differences, it was cleamée that an alternative
agenda was being driven by someone somewhere. Htaaes and pin-
up girls would make an interesting documentaryhirtown right, mix in
a multinational oil company and it all stuck oWtdia sore thumb. | kept
going back to that documentary in my mind; it jugtuldn’t leave my
thoughts.

The area of natural resources, stakeholder maregeand small
communities is of great interest to me. | hail freputhwest Donegal in
Ireland. The area is characterized by its remotenaad beauty. Compared
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with other parts of Ireland, it is unspoiled andrileated by mountains

and rivers which are teaming with wild Atlantic isain and native trout.

Beautiful lakes are dotted across the landscapetéfle winds batter the

landscape and its people during the winter morghsamer offers a short
reprieve so people can gather in the harvest amgjleniwith the many

tourists who visit the area. | saw great similagtibetween the area of
Rossport in Mayo where the Corrib gas controveey infolded and with

where | grew up myself.

Having grown up in a Gaeltacht (an Irish speakingg) | felt | could
communicate with those people affected by Shefbsrations in Rossport
and hear their story. Media coverage had portréyech as simple farmers
who were against the development of gas in Ireldihis is very far from
the truth but the documentaréttle for the gas fieldhad muddied the
waters for these people.

My contribution in the form of this book is vergnall in the context of
how some multinational companies destroy commuwitieattempted to
get behind the mask, so to speak, of the Shell @Gosnpand its partners in
Ireland. | used Shell’'s own business principleshallenge their validity
as having changed to being a good corporate citizeanted to evaluate
if Shell’s new identity was a knee-jerk reactionpimor publicity directed
at the company for its poor social and environmietnéak record. It also
interested me that Shell was on trial during 200@ 2010 for their
complicity in the judicial murders of Ken Saro-Wivand eight other
Ogoni activists by the Nigerian Government in Nobem 1995. That
story is well documented in both the media, thes ahd academic
literature.

It is my hope that this book, which is based @ingle case study will
provide a learning process for students and exezutalike interested in
business ethics, strategy and stakeholder manageMere importantly,
it allows the reader to evaluate the threats assmtiwith the development
of CSR in society. It is often difficult to get Had the company mask. It
is my opinion that Shell is not committed to goodsiness practice in
Ireland. The protracted nature of the Corrib gaspuatie and associated
events which have unfolded over a ten-year peria@enthat clear in my
mind. However, the company was facilitated at eviencture by those
who are supposed to be social leaders and guardifirtke natural
environment in Irish society.
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Equally, political and regulatory lessons can éared for those who
are committed to good practice in these fieldselldve that a significant
change in Irish culture is needed to achieve thimany different levels. It
remains to be seen if the Irish political and ratpdy systems are ready to
respond to such changes, should they evolve.
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INTRODUCTORYNOTE

This case study focuses on Royal Dutch Shell's&asand environmental
commitments to society in relation to the Corrits gaoject in Ireland.
Since 1997, Shell has positioned itself as a goorparate citizen,
committed to sustainable development and socialatiare. Shell has a
poor track record in terms of human rights abused environmental
degradation associated with their business op@mtiBome would argue
that the company’s recent commitment to corporatgas responsibility
(CRS) is a response to negative publicity the campaeceived in the
early 1990s. Most of that negative publicity washmected to their
activities in the Niger Delta and their treatmehth® Ogoni people living
there.

In 2002, Shell acquired Enterprise Energy Irelanith a view to
exploiting the Corrib gas field located off the weeast of Ireland. Since
that period, the development has been dogged hyoa@nsy. Most of that
controversy was related to safety issues, Shedigticuous breaches of
planning and environmental legislation and therjgibf five local people.
There have been numerous appeals by local residdfasted by the
development to the independent planning authorityIreland. This
community has been deeply divided by the developniendate Shell has
not managed to bring gas ashore. This projectniring five years behind
schedule.

This research specifically addresses the followgugstions;
Are Shell's stated social and environmental comenitis to society in
Ireland valid?
Has Shell's CSR compliance in relation to the dmmgiasproject been
influenced by the Irish regulatory environment?

The findings of my research indicate that Shelibéeately set out to
circumvent the regulatory processes in Ireland. eMonportantly, this
strategy was driven by senior personnel within Shed is facilitated by
the Irish regulatory process. Shell's commitment cmrporate social
responsibility is unethical and invalid. This ifleeted by failings on its
part to act in the interest of the natural envirenmand the community
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most affected by their business operations. Thepemyis actions are not
in line with its business principles. Shell’s logwel of participation in this
study further reinforces the belief that their eat® of corporate social
responsibility is not embedded in the company'stdagay operations.



CHAPTERONE

INTRODUCTION

This book evolved out of research carried outafoiMBA thesis which
| completed in January 2010 with the UniversityLoherick in Ireland. It
examines the phenomenon of corporate social redplitys(CSR), in the
context of a single case study focussing on the awid responsibilities
from a social and environmental perspective, of Rwyal Dutch Shell
Company and its partners, in the extraction of rtgas off the west
coast of Ireland. The difficulties experienced biels and the local
community most affected by the project are desdribedetail in Chapter
Four. An academic critique is offered by the autimChapters Six and
Seven. Chapter Eight concludes with recommendafmmfuture research
potential and offers an analysis of the culturad @olitical impediments
facing the development of CSR in Ireland.

Prior to 1998, Shell had a poor track record, athironmentally and
socially, associated with their business operati(Bsele et al., 2001;
Wheeler et al., 2002). However, the company has mowed to embrace
the concept of social reporting and disclosureApnil 1998, after a period
of reflection, Shell published a report called ‘#eoand Principles: Does
There Have to Be a Choice?’ (Knight, 1998). Of calnimportance to
Shell's transformation and reflected in that reparas the revision of its
general business principles (Appendix A) to reflatciety’s greater
interest in human rights. The companies’ transfdionawas also driven
by the emergence of the concept of sustainablela@vent at that time
(Knight, 1998).

Some authors argue that the catalyst for changingrShell at that
time was negative publicity arising from their giblibusiness operations.
Authors such as Livesey (2002) argue that persowoeeking for Shell
both accommodated and resisted the move by theayrip becoming a
better corporate citizen. This has to be viewethecontext that any new
strategy, whatever its motives are, takes timeetoneate throughout the
parent company and its subsidiaries. Therefores @nly fair to assume
that a change in company culture takes time. Theore for carrying out
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this study was to establish the validity or otheeviof Shell's CSR
commitments, and the impact of the Irish regulatmyironment on their
CSR compliance.

1.1 Definition of the area of corporate social
responsibility

There is an abundance of extant literature ingheironmental and
social science domains that supports the view twporate social
responsibility (CSR), offers multinational compan{®INCs) and industry
in general, a road map to act in a way which inetudmportant
environmental and social issues. This is at vagawith the historical
view of ensuring that the company delivers finahméurn to its investors
(Freeman 1984; Donaldson and Preston 1995; Carté9; Handy,
2002). CSR is a term used to describe the socidl emvironmental
contributions and consequences associated witméssiactivity (Jenkins
and Yakovleva, 2006).

There is no accepted definition of CSR. A numbied&scriptions of
CSR can be viewed in Chapter Two of this book amupehdix B.
Analysis of CSR is still embryonic in nature anceréfore theoretical
frameworks, measurement and empirical methods m$edcwith this
subject area are still in their development stade \illiams et al., 2005).

The theory or main concept of CSR does not trgléee obstacles to
business development and economic reward, as alguadthors such as
Friedman (1962) and Henderson (2001). The mairciplies of CSR are
in fact reflective of economic development. CSRsiders environmental
protection and social cohesion, coupled with thegér term view of
stakeholder inclusiveness, the needs of everyoow, and in the future
(Freeman and Liedtka, 1997; Jenkins and YakovI20@6).

Authors such as Campbell (2007), argue that ecanoanditions and
institutional factors affect the degree to whichrpmoations act in a
socially responsible way. Corporations experienciwgak financial
performance have less available resources to inuessocial and
environmental projects. He argues that competifivessures combined
with institutional conditions are drivers that affea company’'s
engagement in CSR. He identifies the limits of ¢herent research in the
development of CSR and attempts to evaluate undet wonditions
corporations are more likely to act responsiblyaisocial context. Other
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authors such as Maignan and Ralston (2002) sugigetstompanies tend
to differ in their approach towards socially resgpible behaviour and that
this varies across countries, cultures and puldimroitment to socially
responsible behaviour.

CSR also provides companies with the ability te natural resources
in a prudent capacity, leading to sustainable kewdleconomic growth
and competitive advantage (Cowell et al., 1999)s Thange in attitude in
the business domain is now evident and reflectedthim academic
literature. Business schools globally are also @émimg CSR as a valid
business discipline. Some academic institutionssstthe importance of
CSR from a strategic perspective to gain competitisivantage (Bonini et
al., 2006). This change in strategic business thinkas occurred for a
plethora of reasons. In the main, it has been drivg the lack of raw
materials, revelations of poor social and environtalepractices carried
out by multinational companies, responses to bdardage, the drive to
obtain competitive advantage and the maintenance stable working
environment. This is not an exhaustive list by amans (Jenkins, 2005).

It is important to assert at this juncture, thatil@hCSR covers a
multitude of headings, this book focuses mainly thve social and
environmental aspects of CSR relating to Shell’savéour in Ireland.
This allows the reader to focus on two of the magtrands and
fundamental aspects of CSR (social and environrheotamitment and
best practice) and reach their own conclusion abfevalidity of Shell's
commitment to the local community and sensitivaura@tenvironment in
the Rossport area, where Shell has its businesatapss in Ireland.

1.2 Emerging economies and the need for CSR

Emerging economies have suffered most from poariakoand
environmental practices, mainly carried out by west multinational
companies (Jenkins, 2005). This resulted from anptmenon known as
regulatory arbitrage, which was, and still is, piG by some
multinational companies globally. Here MNCs exploiegulatory
differences between countries by threatening tocedke their respective
business operations to locations with more favderabgimes (Dicken,
2004). This in turn forces regulators in emergingr®mies to ease social
and environmental restrictions, and in some casessf on attracting
foreign direct investment at any cost (Jenkins,99%his ultimately gives
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large multinational companies the confidence toimappropriately when
locating to such destinations.

Historically, some MNCs have had a devastating acipon the
environment and the communities where they weratémt They have
been heavily criticised in the media and acadeitgcalture for acting in a
socially and environmentally irresponsible manrearge multinational
corporations, especially those in the oil and ga$as, have dominated the
global agenda at the expense of other stakehold#érs society (Korten,
1995).

This was very evident in the 1995 Brent Spar aigehk crises. Some
commentators consider this was the trigger whictulted in a sudden
conversion of companies, including Royal Dutch §helCSR (Christian
Aid, 2002; Frynas, 2003; Holzer, 2008). There isease in which CSR
offers MNCs a mask to hide behind. In fact onehaf biggest challenges
associated with the subject area of CSR is to iyenivho is
masquerading. Shell's business operations in lgelaresent us with a
platform to examine how genuinely committed the pany is in relation
to social and environmental issues.

1.3 CSR as a strategic response to image improventen

Some authors make a compelling argument that campaodes of
conduct and responses similar to that adopted 4i@6& by Royal Dutch
Shell, are just strategic responses by large natitinal companies to
environmental and socio-political signalling. It &rgued that such
responses are nothing more than the fall-out fremd‘caught out’. CSR
allows such companies to reinforce their professgurations to act in a
socially responsible way, but are nothing more tlamask for false
promises. It can be argued that strategic respansgsignalling by some
large companies, which fall under the umbrella ofody social and
environmental practices, is in fact a way to avibi€lir responsibilities to
society (Frynas, 2005).

The extraction industries such as mining, oil gad sectors have been
among some of the leading industries which have emokp to the
strategic implications associated with CSR and wbw champion the
concept. This strategic change in policy has be@rer by a global shift
in how businesses are perceived by governmentguibiéc in general and
investment markets (Jenkins and Yakovleva, 2006).



