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This document is one of a series of practitioner notes on
social investment (SI) issued by IPIECA after preliminary
research was conducted in late 2015–early 2016. The
aim of the research was to assess the need for a revision of
IPIECA’s Creating successful, sustainable social investment:
Guidance document for the oil and gas industry, published
in 2008. During this research, IPIECA benchmarked current
SI practices of member companies against the framework
and principles proposed in the 2008 guide, reviewed the
guide in light of new developments in SI approaches, and
identified new and available SI tools and guidance.

While the research concluded that the framework and
principles of the Social Investment Guidance remain
sound, valid and useful to companies, it was also
acknowledged that the document does not reflect the
latest thinking on key SI issues and approaches. In
addition, interviews carried out with both external
stakeholders and the IPIECA membership during the
research showed that follow-up exploration and
information sharing on specific topics would be more
useful to the industry at this stage than additional
generic guidance. This led to the idea of producing a
series of practitioner notes as a way to gather, organize
and present practical information on industry current
practices on particular issues, and analyse these in the
light of the most recent developments in SI approaches.

The practitioner notes should be seen as a complement
to IPIECA’s Social Investment Guidance.

Practitioner notes 1–3 have been produced by collecting
first-hand information through more than 50 telephone
interviews with practitioners from member companies
and external stakeholders, as well as conducting a
thorough literature review.

Background
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Introduction
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Guidance documents on SI, including IPIECA’s 2008
guide and the International Finance Corporation’s (IFC’s)
handbook on strategic community investment
(IFC, 2010), stress the importance of following a given
process to build an SI strategy. A number of key
ingredients of an SI strategy evolve across the oil and gas
project life cycle. These include business objectives, the
company’s level of confidence in the continuity of its
presence in the area, stakeholders’ perceptions and
expectations of the company, the company’s available
human and financial resources to support SI, the
magnitude of the impacts created by the oil and gas
activities, etc.

Many companies find it challenging to incorporate these
changing elements into a coherent SI strategy across oil
and gas project phases. Some of the questions that
practitioners face with regard to their SI approach across
the different phases of an oil and gas project include:
what to do in the early stages to manage community
expectations and the uncertainties related to the
continuity of oil and gas activities; how to approach SI to

pave the way for construction and then smooth the
turbulences created by this peak of activities; and when
to start planning for decommissioning.

This practitioner note provides an overview of the
process for designing an SI strategy, and explores the
different phases of the oil and gas project life cycle and
their implications for SI.

It is important to note that each company may have its
own terminology for the different phases of the oil and
gas project life cycle. This document uses the terminology
presented in Figure 1, and groups the various project
phases into four individual periods, as follows:

l Period 1 includes the exploration, appraisal and
conceptual phases.

l Period 2 includes front-end engineering and design
(FEED), detailed engineering, construction and
commissioning.

l Period 3 is the operations phase.

l Period 4 includes decommissioning and site closure.

Figure 1  The different phases of the oil and gas project life cycle: terminology used in this document
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In practice, designing and implementing an SI strategy is
a dynamic and iterative process, where some steps may
overlap and may not necessarily follow a strict sequential
order. Nevertheless, practitioners report that several
fundamental elements need to be present when
designing and implementing an SI strategy, and that a
certain logic should be followed which aims at answering
the following questions:

1. Why should we invest?

2. What should we invest in?

3. How, and in what form, should we invest?

4. Who should benefit from the investment?

5. When, and until when, should we invest?

6. Who will implement the activities we invest in?

7. How do we know it is a good investment and how do
we communicate about it?

8. What external and internal buy-in have we built
around our SI approach?

The process for building the SI strategy applies
consistently across the oil and gas project life cycle: the
questions listed above, and the order in which they are
addressed remain the same across the different phases.

What will differ are companies’ answers to these questions,
depending on where they stand in the project life cycle.

This section briefly revisits each step of the process, and
illustrates how companies’ answers to these fundamental
questions can evolve across the oil and gas project life cycle.

WHY SHOULD WE INVEST?

To answer the question, ‘Why should we invest in SI?’, it is
first necessary to understand the business context, the
social context, and the institutional and partnership
landscape (see Table 1 on page 6).

Just as the business context varies across the oil and gas
project life cycle, so do elements of the social context and
the institutional and partnering landscape. For example:

l In the early stages of an oil and gas project,
companies usually focus on directly impacted
communities. As the project evolves, they will need to
get a broader understanding of the social setting
beyond the directly impacted communities to include
areas where the project may have indirect impacts
(e.g. along transportation routes).

l The presence of the company in the early stages of a
project may affect social cohesion and create divisions
within directly affected communities, resulting in
changes to the social context in later phases.

l The development of an oil and gas project may attract
many organizations into the area; these could be
potential partners, or may be fervent critics of the
project. On the other hand, the opposite may occur—
for example development organizations may take
flight from oil and gas development contexts. Thus,
the partnering landscape will evolve across the
project life cycle.

l Government plans may also evolve, for example to
accommodate new sources of funding coming from
oil and gas production, or as more power is given to
decentralized administrative levels.

This list of examples is by no means exhaustive.

The fundamentals of social investment (SI) planning

NOTE TO THE READER

It is not the purpose of this note to revisit in detail each
step of the process for building an SI strategy. Readers
wishing to find practical tools for use in this regard are
referred to IPIECA’s 2008 guide, and to the following
additional fundamental guidance documents:

• The IFC handbook on strategic community
investment (IFC, 2010) provides a comprehensive
process together with ten implementation tools,
easy-to-follow guidance, and a number of examples
and short case studies.

• The ICMM Community Development Toolkit
(ICMM, 2012) provides a set of 20 practical tools
conceived for the mining industry but which are fully
transferable to, and usable by, the oil and gas industry.
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Companies therefore need to revisit their knowledge
base regularly to ensure that they have a thorough and
accurate understanding of the business context, the
social context, and the institutional and partnership
landscape. Having a solid knowledge base will help the
company to understand what needs to be done and for
what reason, i.e. to determine why SI is required, and will
enable companies to proceed to the second step of
developing their SI strategy.

WHAT SHOULD WE INVEST IN?

There are many answers to this question, and companies
will therefore need to prioritize. Most companies
triangulate their knowledge base to identify focus areas
(or sectors) where business, stakeholders and
government priorities align (Figure 2). 

This enables companies to determine which areas are a
priority for stakeholders and government, and which
make business sense. Areas that make business sense
should be in line with business objectives, and the
company should have a comparative advantage over
other actors so that they can bring something new to
the picture.

Within the focus areas, it is possible to formulate SI
objectives and start building a strategy to meet those
objectives, based on a portfolio of projects, initiatives
and/or activities.

Business interests evolve across the oil and gas project
life cycle. Table 2 on page 7 summarizes the business
interests most frequently discussed by practitioners for
each period of the project life cycle.

In addition to defining what to invest in, many
practitioners stress the importance of defining what will
not be invested in, for example by developing operating
principles/criteria against which they are able to screen
all SI activity within the portfolio. Such operating
principles may include sustainability elements (e.g.
requirements to have an exit strategy from the start, and
community and government participation), a focus on
certain themes, emphasis on the importance of
reinforcing community cohesion, etc. Activities not
meeting the criteria should not be invested in.

The fundamentals of SI planning

Table 1  Understanding the business context, social context, and institutional and partnership landscape

Figure 2  Identifying focus areas for investment

COMPONENT OF
KNOWLEDGE BASE QUESTIONS COMPANIES SHOULD ASK THEMSELVES

Business context

Social context

Institutional and
partnership landscape

l What are the business objectives for the coming three years?

l What are the related social risks and opportunities?

l How could SI contribute to mitigating some of these risks and capitalizing on some opportunities?

l How could SI help to meet business objectives/influence common business drivers?

l Do we know who our stakeholders are?

l Do we have a clear understanding of the social fabric around the area of influence of our activities?

l Do we understand our stakeholders’ interests, priorities and aspirations?

l Do we know what government plans are in place?

l Do we have an idea of the institutional capacity and willingness to implement those plans?

l Do we know who is already helping to implement those plans and address related issues?
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HOW, AND IN WHAT FORM, SHOULD WE INVEST?

There are many ways a company can invest to meet its SI
objectives. For example, a company can:

l invest cash in community development activities,
directly or through a specialized organization or
implementing partner;

l make donations;

l leverage core activities to deliver social outcomes, for
example through local content activities or shared
regional infrastructure projects;

l use staff time and expertise; and

l make use of the ‘soft power’ of the company to make
things happen, acting as a catalyst for change
through advocacy, lobbying or use of the company’s
convening power and ability to broker partnerships.

Systematically assessing the various forms under which
the company can deliver SI is a good way to come up
with innovative and cost-efficient solutions, and to align
internal functions to support the SI strategy. Some
phases of the oil and gas project life cycle are more
favourable than others for using certain forms of SI. For
example, the FEED, detailed engineering and construction
phases are suitable for leveraging the company’s core
activities but not so much for employee volunteering,
considering the high intensity of activities and pressure to

deliver around construction times. Donations can make
up the bulk of the SI portfolio during exploration but
would probably be scaled back as the operations phase
progresses. Conversely, investment in community
development with a long-term view would be important
during operations. Figure 3 shows how the areas in which
a company may invest can evolve across the different
phases of the oil and gas project life cycle.

The fundamentals of SI planning

Table 2  The most frequently discussed business interests for each period of the project life cycle

PERIOD BUSINESS INTERESTS

Period 1
From exploration to
the conceptual phase

Period 2
From FEED to
commissioning

Period 3
Operations

Period 4
Decommissioning 
and closure

l Establishing a relationship with, and being part of, the community

l Helping stakeholders understand the changes introduced by oil and gas activities

l Getting the basics right when distributing the few benefits of this period

l Managing stakeholder expectations

l Helping stakeholders manage the indirect impacts of construction, and mitigating the related risks

l Helping stakeholders seize the opportunities offered by construction

l Contributing to the reduction of business risks; for example, in areas with limited skilled labour, vocational
training could help to mitigate risks such as not meeting local content requirements, high costs due to
the employment of expatriates, etc.

l Helping stakeholders to become more economically independent from oil and gas activities

l Supporting local authorities in the delivery of their development plans, and increasing their accountability

l Ensuring that local stakeholders benefit from the renewed activity associated with this period.

l Applying an exit strategy
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Figure 3  Different ways in which companies can support SI
throughout the project life cycle
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WHO SHOULD BENEFIT FROM THE
INVESTMENT?

Defining eligibility for SI is an important step. Practitioners
usually link eligibility to a clear definition of the area of
influence of their oil and gas operations, and to
stakeholder mapping and analysis, putting emphasis on
benefitting the stakeholders most impacted within the
area of influence. During the early stages of the oil and
gas project life cycle, attention is usually focused on
communities that are directly impacted by the project.
During FEED, as the project’s area of influence is
broadened, the stakeholder map will be updated as part
of the environmental and social impact assessment
(ESIA), and the SI focus expanded accordingly.

In addition to remaining consistent with the expansion of
the project’s area of influence, most companies
periodically reassess the eligibility criteria they use to
identify potential beneficiaries. This helps companies to
ensure that they do not negatively affect community
cohesion, place undue emphasis on any particular group
or groups of people, and/or create feelings of division
between different groups of people in the community (or
between communities), e.g. the ‘haves’ and the ‘have nots’.

The fundamentals of SI planning

AN EXAMPLE OF THE DIFFERENT WAYS OF MEETING SI OBJECTIVES

In accordance with its knowledge base, and as a result of the
‘triangulation’ exercise described on page 6, a company may
choose education as being a relevant focus area of its SI
strategy. Depending on the oil and gas project phase, a
company may follow very distinct approaches:

l In the early stages (Period 1—from exploration to the
conceptual phase), the company may have a targeted
programme to provide donations to local primary
schools as a means of gaining access to the children
and sensitizing them to the road safety risks
associated with the increased traffic related to the oil
and gas activities. It may also focus on skills training for
community workers involved in oil and gas activities,
for example through health, safety and environment
(HSE) or financial management training, to maximise
community benefits from the relatively few activities of
this phase.

l During Period 2, from FEED to commissioning,
education efforts may be dedicated to increasing local
skills or providing business skills training to local
enterprises, with a view to achieving specific
community content targets.

l During Period 3 (operations), the company may have a
long-term collaborative framework in place with the
community and local government, and may focus its
education efforts on increasing the capacity of local
government to deliver education services to the
community. The company may also broaden the local
skills and enterprise development programme
established during Period 2, to develop skills and
enterprise beyond the oil and gas supply chain; this
can increase people’s economic independency and
prepare them for life after the closure of the oil and
gas project. Finally, the company may involve staff in
delivering courses relevant to their field of expertise at
national universities, thereby contributing to the
training of young talent needed by the industry.
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Figure 4  The target audience of SI across the project life cycle
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WHEN, AND UNTIL WHEN, SHOULD WE INVEST?

The timing of SI decisions is highly important. As we will
see later in this note, SI has to be adjusted over the oil and
gas project life cycle to address risks in a timely manner
and capitalize on the opportunities of each phase.

Companies also need to have, from the start, a clear
understanding of how long the SI initiative will be
supported, and when (and how) it will end. Most
practitioners therefore build an exit strategy into the
design of the SI initiative from the outset.

It is also advisable not to start SI before a relationship has
been established with stakeholders and the company has
been able to genuinely understand community
aspirations. This is particularly important during the early
stages of the project life cycle.

WHO WILL IMPLEMENT THE ACTIVITIES 
WE INVEST IN?

Implementation models will need to be defined for each
of the company’s SI focus areas. Models can range from
‘we-do-it-ourselves’ models to the use of local and/or
international implementing partners and
multistakeholder partnerships, or the establishment of
foundations. Companies usually use a mix of
implementation models. Certain models will be more
feasible for use during some phases of the oil and gas
project life cycle than others. 

For example, setting up a foundation is likely to be a long-
range plan that would require working collaboratively
with stakeholders that have a long-term view. The
foundation implementation model is therefore not well-

suited to the early stages of the project life cycle, when
uncertainties regarding the future of oil and gas activities
are high. Figure 5 shows how the mix of different
implementation models may evolve across the different
phases of the project life cycle.

Whichever model or mix of models is chosen, detailed
implementation plans should cover:

l a work plan with specific activities and their related
schedule;

l roles and responsibilities of each internal function and
of external partners;

l contractual documentation (e.g. partnership
agreements, memorandum of understanding etc.)
when required;

l the corresponding budget and financial plan
(especially when co-funding is required); and

l a monitoring and evaluation (M&E) framework.

HOW DO WE KNOW IT IS A GOOD INVESTMENT,
AND HOW DO WE COMMUNICATE ABOUT IT?

As described in practitioner note 2, Monitoring and
evaluation of social investment (IPIECA, 2017b), assessing
the results of SI, both in terms of measuring the impacts
of SI activities on people’s lives and quantifying the
contribution of SI efforts to the business, has received
considerable attention within companies in recent years.
Better measurement has led to higher quality reporting
on the different kinds of results for different types of
internal and external audiences. Readers wishing to
deepen their understanding of M&E and reporting of SI
are referred to practitioner note 2.

The fundamentals of SI planning
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Figure 5  Evolution of the mix of SI implementation models across the oil and gas project life cycle
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WHAT EXTERNAL AND INTERNAL BUY-IN HAVE
WE BUILT AROUND OUR SI APPROACH?

Despite being presented last in this section, external and
internal buy-in to the SI strategy should be built as early
as possible in the SI planning process, and should not be
seen as an afterthought.

Companies increasingly build internal buy-in via the
creation of an internal coordination committee through
which the different functions within the company can
reflect on SI objectives and map the core competencies
and resources that the company, as a whole, can use to
address social risks and enhance opportunities. Part of
the SI portfolio can then be implemented by different
functions, under the coordination of the SI department
(or the function where SI sits).

Functions within the company may bring different things
to the SI table across the various project phases. For
example:

l The Human Resources and Contract and
Procurement functions can be active in supporting
community content efforts from the project design
stage and onwards throughout operations.

l The project management team, or Business and
Development or Logistics functions, may be more
active in designing regional shared infrastructure
programmes during FEED and the detailed
engineering phases.

l The Legal function can support SI during FEED in
facilitating state presence in remote areas so that
communities can be made aware of their land-related
rights, or for local government to better understand
its entitlement to royalties, etc.

The fundamentals of SI planning

Figure 6  The underlying process for building an SI strategy
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The fundamentals of SI planning

Practitioners use a combination of approaches to
promote external buy-in for the SI strategy, including:

l articulating the company’s preference for certain
focus areas and agreeing with stakeholders on the
final focus areas;

l supporting community development planning, as a
means for the company and the community to define
a joint vision of the desired future and agree on the
roles and responsibilities of each party (company,
community, and other stakeholders such as civil
society, governments, donors, etc.);

l being clear and transparent about the operating
principles and eligibility criteria and using them in a
systematic fashion;

l jointly defining with stakeholders what the success of
the SI programme means, and agreeing on targets
and action plans to meet those targets; and

l jointly implementing, monitoring and evaluating the
SI action plans.

Readers wishing to deepen their understanding of the
participation of external stakeholders in SI as a way of
promoting external buy-in are referred to practitioner
note 1, Redefining key components of social investment
(IPIECA, 2017a).

Figure 6 on page 10 summarizes the underlying process
described in this section, which should be used
consistently across the oil and gas project life cycle to
build an SI strategy. 

The next section explores the specifics of the different
phases of the project life cycle and their operational
implications in terms of developing an SI approach.
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The process described in the previous section for building
an SI strategy is valid throughout the oil and gas project
life cycle. It should be applied systematically, regardless of
where the asset may be in the project life cycle. However,
the different phases of the project present specific
characteristics which need to be reflected in the
corresponding SI strategy, both in terms of design and
implementation. Practitioners insist that the SI strategy
should be reviewed regularly and, as a minimum, in
advance of each new phase of the project life cycle.

The terminology used for the different phases of the oil
and gas project life cycle, as well as their grouping under
four periods, are presented in the introduction to this note.
This section describes the characteristics of each period
and their implications for the SI approach discussed.

PERIOD 1: FROM EXPLORATION TO THE
CONCEPTUAL PHASE

Description

From the first exploratory campaign until the final
investment decision, companies seek to increase their
understanding of the underground resources and what
will be required above ground to produce them. By so
doing, they try to reduce the range of uncertainties
relating to the project’s economic viability and technical
feasibility. In the initial stages of exploration, until the
conceptual phase, uncertainty is still high. 

While the desired process would be to move as fast as
possible to the next phase, uncertainty at this stage means
that the company may either stay or leave the project.

In addition, the phases of Period 1 are characterized by a
limited level of activity in the field (compared to the level
of activity that will take place during construction). Yet,
from a stakeholder perspective, the arrival of the
company brings change, creating situations they have
not faced before, and usually generates considerable
expectation, especially in places where oil and gas
activities are new to communities.

Implications for the SI approach

The uncertain reality described above has direct
implications for the SI approach in Period 1, and the
approach taken needs to be consistent with the fact that
the company may yet decide to leave. Although the
company cannot therefore adopt a long-term perspective
at this stage, the approach it takes will determine what
people will expect from the company in the future, and
will shape the relationship between the company and the
local communities for many years to come. It is important
to manage the expectations of local communities.  

Social investment across the oil and gas project life cycle
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Business interests during this period

Practitioners increasingly state that their main objective
during Period 1 is ‘to become part of the community’ and
‘to get things right from the onset’, as opposed to ‘being
seen as delivering tangible benefits quickly.’

SI objectives in Period 1 tend to be formulated in line with
business interests. Examples incude:

l establishing a relationship with, and becoming part of,
the community;

l helping stakeholders to understand the changes
introduced by oil and gas activities;

l getting the basics right when distributing the few
benefits generated during this period; and

l managing stakeholder expectations.

Implications for the SI approach—things to do

In Period 1, many companies start with investing a
significant amount of time in stakeholder engagement-
related activities. Active stakeholder engagement helps
them to:

l establish a genuine relationship with stakeholders;

l inform stakeholders about the uncertainties of this
project phase and build awareness about what could
come next;

l gain an understanding of the context in which they
operate, and of community dynamics;

l learn from stakeholders how they define the term
‘local’ and what fair benefit sharing means (e.g. fair
distribution of jobs and contracts opportunities); and

l map institutions and potential partners.

Stakeholder engagement contributes to building the
company’s knowledge base, without which strategic and
sustainable SI cannot be achieved. It also helps the
company understand who, from a local perspective,
should benefit from the few opportunities available
during this period (jobs, contracts, donations) and to
manage expectations.

Moving into the conceptual phase, companies expand
their knowledge base, e.g. by gathering information that
will be required to achieve community content targets
during construction and operations (supply and demand
assessment, added-value study, training capacity
inventory).

The SI approach in Period 1 is usually focused on directly
impacted communities, with a short time horizon. In
these early phases, many companies use a discretionary
fund to ‘become part of the community’ by funding small
initiatives; practitioners emphasize that a detailed and
transparent procedure for community donations needs
to be in place. 

Some companies also couple donations with a small
capacity building component to leverage additional
indirect benefits. For example, a company operating
offshore reported that it had donated fishing nets to a
local fishing association, and at the same time provided
micro-credit management skills to the association. The
fishing nets could then be sold to fishermen at a low
price, and the income generated used by the association
for other purposes that also benefit the fishermen,
thereby increasing the benefit of the original donation.

Social investment across the oil and gas project life cycle

Figure 7  The mix of SI approaches in period 1—from exploration to the conceptual phase
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A growing number of companies also provide skills
training (carried out in-house or by funding an
implementing partner) to help the community handle the
changes introduced by the company’s presence. For
example, this could include financial management
training for community workers, leadership/consensus
building skills for community leaders, or institutional
capacity building for local governments. Other companies
with more limited resources will use their ‘soft power’ and
work on catalysing positive change for local people
through the company’s presence, for example by
facilitating state presence in under-served areas to
increase social service delivery or by facilitating the
access of development actors to the locality (often with
co-funding from the company).

However, even in Period 1, companies can face intense
pressure to deliver basic services and infrastructure,
especially in places where local government is absent or
weak, or where it is a requirement of the operating
agreement. In such cases, to balance the benefits of such
projects with the risks of creating dependency and
unsustainable expectations, the following precautionary
measures should be observed (IFC, 2010):

l Infrastructure development should be a minimal part
of the SI portfolio, with the major part dedicated to
building capacity and productive skills.

l Provision of free services should be avoided.

l Options for construction that build community
involvement and ownership should be considered.

l Joint plans with stakeholders for the ongoing
maintenance, operation and handover of the
infrastructure should be considered.

l The rehabilitation or refurbishment of old
infrastructure (that has proven to be of use to the
community) should be favoured over the
construction of new facilities.

Finally, in Period 1, companies need to formalize a system
to manage stakeholder expectations. Such a system
usually relies on the five elements illustrated in Figure 8.

Implications for the SI approach—things to avoid

The temptation to rush into short-term tangible
deliverables is often high in Period 1. However,
overemphasis on short-term tangible deliverables (such
as basic infrastructure delivery) will lock the company into
a position where it becomes the centre of the local
development agenda. It will undermine the ability of the

company to work on more intangible benefits, such as
capacity building, which are critical for a sustainable SI
approach. Companies should use stakeholder
engagement to make it clear to stakeholders what the
company can and cannot do, and explain why. 

Overpromising to the community should also be avoided
at all costs. Unfulfilled commitments are a major trust-
breaker in the corporate-community relationship and will
ultimately affect the company’s social licence to operate.
All commitments need to be registered in the
commitments register and implemented. Staff and
contractors need to be briefed about the need to avoid
making unintentional promises, and the community
made aware of what a company commitment is and
when a promise is indeed a commitment.

Finally, tangible benefits should not be used as ‘spare
change’ to secure access to resources (e.g. building
community infrastructure in exchange for accessing a
location to drill a well). This kind of practice may quickly
lead to inflated community expectations and
unreasonable demands that the company will need to
satisfy in order to continue to operate.

Social investment across the oil and gas project life cycle

Figure 8  Managing expectations
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PERIOD 2: FROM FRONT-END ENGINEERING
AND DESIGN TO COMMISSIONING

Description

From a field activities perspective, the FEED stage is akin
to ‘the calm before the storm’. Relatively little happens in
the field except for the technical and environmental and
social studies being carried out by experts. Some impacts
from the project begin to occur at the detailed
engineering stage. These are mostly linear (access roads,
power lines, etc.) and/or localized (camp expansions,
construction of yards and storage areas, etc.).

The construction stage is then characterized by a rapid
mobilization of construction equipment and contractors,
as well as pressure to complete the activities on time and
within budget. This is when stakeholders begin to
experience unprecedented changes in the physical
landscape, an influx of cash into the area, an influx of
people (e.g. job seekers), and stress on community
infrastructure, etc. These sudden and significant changes
usually generate a peak in community complaints, as well
as increased community pressure to secure local
economic benefits from the project (jobs, contracts and
SI benefits).

Activities remain hectic until commissioning, when
construction equipment and contractor demobilization
signals the start of a ‘steadier’ phase of operations. 

Implications for the SI approach

Business interests during this period

Considering the turbulence generally associated with the
construction phase, the business interests that most
companies have in mind when formulating their SI
objectives for this period include:

l helping stakeholders to manage the indirect impacts
of construction, and mitigating the related risks; and

l helping stakeholders seize the opportunities offered
by construction.

Implications for the SI approach—things to do

During FEED and detailed engineering, many companies
seize the opportunities offered by core business activities
to leverage social outcomes:

l Using the ESIA process to build local capacity: a
great deal of work during basic engineering goes into
the collection of baseline data on environmental and
social impacts. Some companies use this opportunity
to involve and empower local stakeholders in the
collection of data. The transfer of data to external
stakeholders can be of benefit to stakeholders for the
implementation of their own plans. Some companies
also undertake capacity building for stakeholders to
participate in, and contribute to, the ESIA itself.

l Setting community content targets and working
towards meeting them: it takes time to develop local
skills and enterprises, so that they have the chance to
capitalize on the opportunities offered by the
construction and operations phases. Companies that
have expanded their knowledge base in terms of a
supply and demand assessment, added-value studies
and training capacity inventory during the conceptual
phase use the FEED and detailed engineering phase
to design their community content programmes and
develop local skills and enterprises accordingly.

l Designing and implementing community
infrastructure programmes: in Period 2, the influx of
job seekers to the project area can put an additional
burden on already-strained social services and require
the company to plan for additional community
infrastructure. Building community infrastructure is a
way to show tangible benefits from the company’s
presence and to implement important aspects of the
company’s Influx Management Plan. As cautioned
earlier in this note, community infrastructure
programmes should be established via a model of
tripartite collaboration between the company, the
community and local government, and ideally be
framed within the broader joint vision.

l Designing and implementing shared regional
infrastructure programmes: in places characterized
by a lack of infrastructure, some companies use their
influence with central government and their
connections with donors to design infrastructure that
will be useful to both the project and the region (e.g.
roads, ports, railways, water supply lines, etc.). Shared
regional infrastructure programmes usually require a
long lead time for completion and need to be devised
well before construction starts.

Social investment across the oil and gas project life cycle
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It is important during this whole period to agree with
communities and the local government on a vision, and
formalize a framework of collaboration with clear roles
and responsibilities for each party. This is a key element
for promoting greater sustainability of SI efforts,
increasing government accountability and community
ownership, and decreasing pressure and dependency on
the company.

The SI approach during construction will be a
continuation of the approach that began during FEED
and detailed engineering, i.e.:

l capacity building for stakeholders to effectively
monitor the implementation of the environmental
and social mitigation measures committed to during
the ESIA;

l local skill and enterprise development; and

l implementation of the community infrastructure
programme.

During construction, many companies also support local
authorities in helping to increase their capacity to deal
with the indirect effects of the project, especially in
relation to the influx of people into the area. This can
translate into support for urban planning, waste
management, security, etc. Other companies extend the
reach of some of their impact management programmes,

such as expanding their Livelihood Restoration
Programme for resettled people to include non-impacted
people within the area.

In Period 2, most companies broaden the target audience
of their SI strategy to reflect the stakeholder map that is
updated as part of the ESIA, as well as carrying out
regular social risk reviews, especially during construction.

Implications for the SI approach—things to avoid

Even though FEED and detailed engineering are relatively
quiet phases in terms of field activities, companies should
not wait until construction starts before building their SI
strategy. Most SI activities helpful to the construction phase
actually need to be planned and their implementation
begun during the FEED and detailed engineering phases.

Construction is a phase when many contractors and
contractors’ employees are on-site and interacting with
the community. Practitioners insist that companies
should not allow contractors to overpromise on the
company’s behalf. The procedure related to
commitments needs to be enforced, the commitments
register updated regularly, and contractor staff and
community awareness raised about promise making and
commitments.

Social investment across the oil and gas project life cycle

Figure 9  The mix of SI approaches in period 2—from FEED to commissioning
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PERIOD 3: OPERATIONS

Description

Compared to the turbulent times of construction and
commissioning, the transition to the operations phase is
characterized by a dramatic decrease in activities and a
reduction in the workforce (both staff and contractors).
After this decrease, the presence and activities of the
company and its contractors will be relatively stable for a
long period, sometimes for several decades.

Implications for the SI approach

Business interests during this period

Being the focal point of attention and at the centre of the
development agenda is never a good place to be for a
company. The relative steadiness and long duration of
the operations phase is ideal for working with
stakeholders to reduce the dependency that is inevitably
created by an oil and gas project. From a business
perspective, the SI strategy for operations should aim at:

l helping stakeholders to become more economically
independent from oil and gas activities; and

l supporting local authorities in the delivery of their
development plans, and increasing their
accountability.

Implications for the SI approach—things to do

For many companies, SI programmes initiated during the
construction phase continue during operations,
particularly the capacity building efforts focusing on:

l making sure that stakeholders can effectively monitor
the environmental and social performance of the
company’s activities (participatory monitoring);

l making sure that stakeholders are aware of
emergency preparedness and response plans; and

l giving priority to the employment and procurement
of goods and services from the community.

At the same time, the operations phase represents a
huge opportunity to implement long-term strategic SI
programmes. As the phase with the greatest physical
activity and potential for impacts is over, emphasis can
be placed on adding value to people’s lives (as opposed
to compensating them for negative impacts on social
services as a result of the influx of workers during
construction). For many companies, helping people to
become more economically independent translates
into helping to build a diversified local economy
through the support of small businesses outside of the
oil and gas supply chain.

Social investment across the oil and gas project life cycle

Figure 10  The mix of SI approaches in period 3—operations
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Social investment across the oil and gas project life cycle

CASE STUDY: SOCIAL INVESTMENT AT THE AHAFO GOLD MINE, WESTERN GHANA

In 2006—before production began at Ahafo—the Ahafo
Social Responsibility Forum (ASRF, or the Forum) was
established. Jointly initiated by the traditional authorities
and NGGL, the Forum was established as the main body
through which the interests of the surrounding
communities were to be represented and overall social
performance was to be managed. The 55 members who
serve on the Forum represent a variety of stakeholder
groups within the host communities. Only two
representatives of the Ahafo Mine serve among the 55
Forum members.

Extensive consultations with the ASRF over a two-year
period led in 2008 to the formulation and signing of three
agreements between the ASRF and NGGL. Together the
three agreements make up the ‘Ahafo Social
Responsibility Agreement’. The first governs the overall
relationship between NGGL and the community (the
Relationship Agreement), the second outlines guidelines
for the hiring of unskilled labour in the local area (the
Employment Agreement), and the third led to the
establishment of NADeF (the Foundation Agreement).
These agreements are reviewed and renewed every five
years, with the most recent revisions signed in 2014.

Through the Foundation Agreement, NADeF was officially
established in May 2008 as the main social investment
vehicle through which Newmont’s sustainable
community development commitment is managed.
Although NGGL are represented on the Board of Trustees
at NADeF (two of the nine Board members are from
NGGL) and supply the Foundation (NADeF) with an
Executive Secretary, NADeF has been established to
operate as an autonomous body with an independent
governance structure and with its own vision and mission.

The process of getting NADeF running was not entirely
straightforward though. Extensive negotiations and
discussions had to be undertaken for two full years before
an agreement could be reached on how the structure
would work and who would be involved in decision
making, implementation and monitoring.

NGGL’s approach to social investment at Ahafo has
evolved over time. The rules around the budget for social
investment have, however, remained the same. In 2005
before production began, Newmont committed to a clear
rule on the contributions that the company would make
to social investment in surrounding areas: 1 per cent of
net profits (paid annually) and $1 per ounce of gold
produced (paid quarterly) are committed to sustainable
community development. 

Before NADeF was established, the budget for community
development and all social investment activities were
carried out in-house by the community development
team in NGGL. ( … ) Once NADeF became operational, the
rule-based social investment contribution was paid into
NADeF instead. Over time many of the original social
investments undertaken by the community development
team in NGGL have been transitioned into NADeF.

Source: EPS, PEAKS (2015).

The Newmont Ahafo Development Foundation (NADeF) is a foundation established at the Ahafo mine by Newmont
Ghana Gold Limited (NGGL). The case study below shows how the company’s SI approach evolved over time and led to
the creation of a long-term collaboration framework with the mine’s stakeholders.
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Before commissioning, companies will usually have
devised a framework for how to collaborate with
communities and the local government. During
operations, this framework needs to be expanded, both
in duration and scope. This is a long-term process that
typically takes place over a period of between 5 and 10
years. Collaboration can make the difference between
creating real sustainable development or creating an
unsustainable situation where the company is
condemned to give handouts and find ways to protect
itself from escalating demands from the community. A
long-term collaborative framework creates a foundation
to start planning for the decommissioning phase.

Implications for the SI approach—things to avoid

For many stakeholders, the transition to operations can
break the continuity of their relationship with the
company, as many of their corporate interlocutors may
be demobilized and as financial resources are drastically
reduced. Companies need to make sure they do not
forget about commitments made before commissioning.
The commitment register mentioned earlier needs to be
carefully maintained at all times, especially during the
transition from construction to operations.

Finally, with the reduction of activity after commissioning,
there is also a risk that company management reduces
the level of resources dedicated to SI during operations.
Implementing a long-term collaborative framework
requires resources, and companies need to make sure
that there is adequate funding to make this happen.

PERIOD 4: DECOMMISSIONING AND CLOSURE

Description

At the end of the operations phase, production will cease,
the oil and gas fields will be abandoned, surface facilities
will be decommissioned, unusable infrastructure
removed and the disturbed areas rehabilitated. There will
be a renewal of activities in the field for several years,
before the company leaves the area for good.

Implications for the SI approach

Business interests during this period

A company’s SI strategy during Period 4 should help it to
manage the renewed activities related to the dismantling
of infrastructure and site restoration. It will also help the
company to transition to a peaceful exit from the area.
SI objectives should then be aligned with:

l making sure that local stakeholders benefit from the
resurge in activities; and

l applying the exit strategy.

Implications for the SI approach—things to do

From a technical point of view, the planning process for
decommissioning and closure needs to start during the
project design stage and be refined during the operations
phase. Decommissioning and closure planning can be
challenging, particularly in terms of maintaining a
momentum for such planning across the project life cycle.

From a social point of view, practitioners faced with
decommissioning and closure report that ‘the longer you
wait, the higher the risk: people get really emotional if you
announce you are going to close a year before you start
doing it.’ From their experience, including a
decommissioning and closure perspective in the SI
approach from the beginning improves SI throughout the
project life cycle. It makes people aware of the risk of
dependency that the project inevitably creates, and helps
them to have a long-term view. This means that the site
closure, and plans to work towards it, should be gradually
factored into the collaborative framework when it is devised
with communities and government before construction,
and then expanded during operations. The company’s
contribution to the framework towards the end of
operations should be reduced significantly, as the company
reduces its involvement in SI activities and reorients itself
towards providing an advisory and monitoring role.

Social investment across the oil and gas project life cycle



CASE STUDY: DECOMMISSIONING THE LACQ GAS FIELD, FRANCE

Commercial operation of the Lacq gas field in southern
France ended on 15 October 2013. Although the gas field
produced some 33 million cubic metres of gas and
5,000 metric tons of sulphur per day in the 1970s, its
depletion was inevitable ( … ). Today, and for years to
come, Lacq has become an innovative and vibrant
industrial centre—the exact opposite of an industrial
wasteland.

Total began planning for the post-gas period back in the
1960s, through active involvement in, and support for, the
regional economy. Through Total Développement
Régional (TDR), the Group has facilitated the arrival of
hundreds of companies over the years in Lacq-Orthez. To
begin with, this involved providing energy and raw
materials across the industrial area. ( … ) Under the Lacq
Cluster Chimie 2030 (LCC30) project, a new gas
processing plant was built, to supply local industries ( … )
with energy and sulphur-based raw materials over the
next 30 years. This ensured sustained viability for the site

The case of Lacq described above is unique in that the company used what was initially seen as an inconvenience
(the presence of sulphur in the produced gas) and turned it into a major asset (developing a local economy around
sulphur chemistry). Nevertheless, some of the lessons learned are fully transferable to other sites approaching
decommissioning and closure:

1. The need to start to plan for it early ( ‘your plans in the beginning need to take into account the fact that there will
be an end’ ). In the case of Lacq, actions began more than 40 years before decommissioning. Companies need to
have a process in place to achieve continuity with regard to decommissioning and closure plans, roles and
accountabilities across the succession of senior site managers.

2. The need to build a strong consensus early on with all stakeholders (political authorities, administration, labour
unions, employees and the community) around the vision for the future of the territory after the site has closed. In
the case of Lacq, there was a strong willingness from the start by all stakeholders to turn this remote and rural region
into an industrial centre.

3. The need to invent the governance structures to implement this vision for the future: the case study above
mentions TDR as a tool to support and enhance the regional economy, but Total also created other structures such
as SOBEGI, a company that plays the role of an industrial estate developer and industrial services supplier in the Lacq
region, and the BDE (Bureau de Développement Economique). At the beginning of the production of Lacq gas, one
French franc per cubic metre of gas produced was deposited on an account with the objective being to accumulate
funds and use them to prepare for the post-closure era. The BDE—a dedicated governance structure made up of
political and administrative representatives of the region—was created around this fund, to decide on how to use it
for the development of the region. This structure still exists and functions today. 

4. Dedicated funding, but with a view towards economic viability: beyond the fund managed by the BDE, the
company also made the decision to stop selling gas to the market, even though 3% of the field’s reserves remained,
and instead to invest in redesigning the facilities to sell the gas to the local industries that have settled in the area
thanks to the efforts of TDR and SOBEGI.  

and its 8,000 jobs. Proof of the successful reconversion is
that Lacq today stands as France’s only industrial area to
have maintained the same employment level over the
past 30 years.

A further step forward came with the development of a
carbon industry in southwestern France following
discussions launched in 2009 between TDR and Japan-
based Toray, one of the world’s largest carbon fibre
manufacturers. A plant opened at Lacq in 2014 to
produce polyacrylonitrile, a carbon fibre precursor for
which global demand is rising by 15% per year.

On the environmental front, full measures were taken to
minimize disturbance. By 2018, all the sites previously used
for gas-field operations will have been fully remediated,
opening the way to development of new activities.

Source: Total (2016)
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Social investment across the oil and gas project life cycle

Implications for the SI approach—things to avoid

It is unrealistic to think that a company can exit an area
and leave a positive legacy without having planned for it
long in advance. The development of a company’s exit
strategy cannot be left until decommissioning starts.
Community ownership of the post-closure goals should
be built from the earliest project phases, ideally from the
FEED or detailed engineering stages. Until recently,
closure planning was seen as a technical subject and
focused predominantly on environmental aspects.
However, it is becoming increasingly recognized that
closure planning needs to take an integrated approach,
with stakeholder engagement and SI as key elements.

ADDITIONAL GUIDANCE

For a comprehensive framework that can help oil and
gas site managers and practitioners to plan for closure
in a holistic manner, see the ICMM’s toolkit for mine
closure planning (ICMM, 2008).

Figure 11  The mix of SI approaches in period 4—decommissioning and closure
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A SNAPSHOT OF SOCIAL INVESTMENT ACROSS
THE OIL AND GAS PROJECT LIFE CYCLE

Table 3 on page 23 offers a snapshot of what
practitioners consider to be the key characteristics of the
different phases of the oil and gas project life cycle, and
their implications for the SI approach.

It is hoped that this note will be useful to other
practitioners in the oil and gas industry and support them
in tying their SI strategy to the phase of the project life
cycle in which they are operating.

Conclusion
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Conclusion
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