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Abstract

Sustainability has been the focus of many researches in the past decades, and it will continue to
be at the epicenter of the upcoming technological evolutions with growing consensus about
climate change and environmental protection. There is no consistency among countries with
respect to their commitments to the principles of sustainability. For example, Middle East region
has vast oil and gas exploitation activities that are known as pollutant industries. Although the oil
and gas industry has adopted some robust standards for environmental issues, the level of
willingness to adopt and implement those standards vary among companies. In the absence of
governmental regulations, companies are left to their leadership’s discretion to either consider
sustainability in their activities or not. Needless to say, there has been great progress in
introducing and enacting relevant regulations in the past two decades, but the situation is still far
from ideal. Sustainable development is examined through three pillars of economic growth,
ecological balance, and social progress. Social aspects are often overlooked as the consequences
are not necessarily observed right away, but the society is as important as the environment.
That’s why social aspect has been chosen as the focus of this research. This paper aims to
highlight the issues in implementing the concept of sustainability in the Middle East region. The
analysis is conducted on responses of a questionnaire with some specific questions relevant to
this topic, which were filled in by employees and managers of some oil companies in this region.

Keywords: sustainability, social aspect, sustainable development, social commitment, oil and
gas, Middle East

1. Introduction

Over the past decade, concerns about the long-term consequences of economic development
have increased significantly. As a result, many activities have been carried out to establish a
framework of analysis to design policies that would promote sustainable development. In
general, sustainable development can be translated into mitigating environmental degradation
and improving quality, social and living conditions, and promoting economic condition to be
applied. In the other words, sustainability can be broadly defined as meeting the needs of the
present generation without compromising the ability of future generations to meet their own
needs (WCED, 1987). There is a great difference between the definition of sustainability and the
understanding of sustainability at the level of organizations and companies, and the general
perception of sustainability and these perceptual differences do not indicate a consensus on
sustainability. On the other hand, the introducing concepts such as TBL or 3p, etc., has created
some trends in the definition of sustainability in the world. On the other hand, the practical
implementation of sustainable development faces challenges including the lack of agreed
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definition of sustainability, implementation methods, and indicators that can be used to measure
the success of policies. It is imperative to note that sustainability can be viewed from different
angles (Figure 1), of which social aspect is the focus of this paper. Becker (2011) believes that
the multidimensional nature of sustainability is something that often leads to confusion between
different entities and spheres involved. For example, an engineer, economist, and artist may
discuss sustainability as a project goal, but in fact, they have three different objectives in mind.

\/

Figure 1: Models of sustainability (Purvis, Mao, & Robinson, 2019)

During the past three decades, understanding and adoption of sustainable development concept
in the business community increased considerably. In most cases, leading companies began to
implement the sustainability principles in the formulation of strategies. This vision is reflected in
the Business Council of Sustainable Development consisted of 165 international companies in a
shared commitment to sustainable development through the three pillars of economic growth,
ecological balance, and social progress. Some of those companies didn’t have brilliant records in
environmental protection, but they have been involved in identifying sustainable approaches to
trade as well as economic activity. (Azapagic, Perdan, & Clift, 2004)

One of the main aspects of sustainability that has an impact on the sustainable development
strategy in organizations or companies is the social aspect. The socially sustainable development
is oriented to human development, public and cultural systems, and societal conflict (Rogers et
al., 2012). In this regard Dempsey, Bramley, Power, and Brown (2011) outlined the significances
of social interactions in human sustainability in the context of development. Moreover, Frant and
Minica (2008) have conducted a comprehensive classification of the social aspect of sustainable
development, and synthesized the main objectives including education, public support for the
environment, concentration on human health, fight against poverty, and support of population
growth. However, Oxford Institute for Sustainable Development (OISD) has a different view
point and has stated more diverse definition of socially sustainable development as a
combination of traditional social policy areas with emerging issues such as social capital, the
environment, wellbeing and quality of life.

Environment has been considered as a serious issue in the oil and gas industry, but all of these
issues somehow impact each other, hence must be analyzed in a comprehensive context. Oil and
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gas will be the main sources of energy for decades to come. Therefore, successful transition to a
sustainable future community will be dependent on assessment and comprehensive analysis of
sustainable development and its effects on local communities, government agencies and
commercial enterprises. Corporate Social Responsibilities is one of the social aspects that has
been widely studied in the context of sustainability in oil and gas industry (Banerjee, 2017;
Branco & Rodrigues, 2006; CHONG & Tan, 2010). The other aspect is Social License to
Operate which is also considered for assessing an organization’s success in achieving a
sustainable performance (Tomlinson, 2017; Demuijnck & Fasterling, 2016; Brueckner &
Eabrasu, 2018).

Petroleum industry not only faces internal challenges, but also external issues such as oil price
fluctuation and regulations. These challenges can be classified in various categories as listed in
Table 1, which indicate complexity of the industry and problems to be resolved. Oil and gas
companies are under an increasing pressure by public, governments and not-for-profit
organizations, hence they exercise the social aspects of sustainability in the context of economic
or environmental considerations (Cuadrado-Ballesteros, Frias-Aceituno, & Martinez-Ferrero,
2014). It seems that the publication of some voluntary reports of firms’ actions in sustainability
are the result of public demand. Although authors like Gray and Bebbington (2007) believe that
organization’s reporting in their sustainability is not accurate and true, this is seen a step forward
in recognizing the need for changing policies with respect to sustainability.

Table 1. Challenges of social aspects of sustainability in oil and gas industry, adopted from
Sadeghi Mojarad, Atashbari, and Tantau (2018)

Challenge Noted by

Oil Price fluctuation (Regnier, 2007);(Al-Maamary, Kazem, & Chaichan, 2017);(Longwell, 2002)
Financial Return | (Ramos, Taamouti, Veiga, & Wang, 2017);(Vatavu, Lobont, Para, & Pelin,
(Profitability) 2018);(Svatonova, Herak, & Kabutey, 2015)

(Gupta & Grossmann, 2017);(Kaiser, 2007);(LIU, LIN, HU, & YE,

Complexity of Operation 2008);(Nzeda, Schamp, & Schmitt, 2014)

Global Qil Demand (BP, 2017);(Edmonds & Reiley, 1985);(Rowland & Mjelde, 2016)

(energy consumption)

HSE compliance (Neill, 2017);(Amaral & Alves Lima, 2010);(Dublin-Green, Nwankwo, &
(environmental impact) Irrechukwu, 1998)

Social License to Operate | (Tomlinson, 2017);(Demuijnck & Fasterling, 2016);(Brueckner & Eabrasu, 2018)
(SLO)

Corporate Social | (Banerjee, 2017);(Branco & Rodrigues, 2006);(CHONG & Tan, 2010)
Responsibilities
(external benefits)

(Babajide, Ogunlade, Aremu, Oladimeji, & Akinyele, 2014);(Ramirez-Cendrero

Fluctuation of fiscal regimes & Paz, 2017): (Mommer, 1999)

(Hall & Vredenburg, 2003);(Shuen, Feiler, & Teece, 2014);(Mohn & Misund,

Severe Competition 2009)

Unstable partnership of NOC- | (Whitson, 2009);(Al-Fattah, 2013b);(Krishna et al., 2012);(Al-Fattah, 2013a)
I0C
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This research undertakes a special approach to examine the readiness and willingness of oil
companies in the Middle East region to become sustainable businesses with respect to social
aspects. Results of a detailed questionnaire is analyzed, and relevant indicators are obtained as
direct indexes or proxies to the objectives of the study.

2. Methodology

This research utilizes quantitative research to find the association of a dependent variable such as
organization type, action plan, financial performance, social and ecological issues in the practice
of oil and gas companies with other independent variables like the concept of sustainability. The
basis of this study is results of a questionnaire conducted by the same research team and partially
published in Tantau, Khorshidi, and Sadeghi (2017). 128 individuals working in oil companies in
Middle East are have responded to the questionnaire, and results are compiled for further
evaluation. To conduct the analysis, it is necessary to examine the interdependency of assessed
parameters. One of the best available tools is the chi-square test, in which the level of
significance of the test (sig) is determined, where any value less than 0.05 indicates a meaningful
relationship between the answers. The statistical data were collected within the IBM SPSS
software, and then further analysis is carried out using Microsoft Excel spreadsheets and graphs.
In addition to presenting statistics of individual parameters, cross tabulation of responses to two
questions are very informative, and therefore are utilized herein. Quality of results are assessed
using Cronbach’s alpha test as follows:

k[, s’
k—1 52

a=
(1)

Where,

a = Cronbach's alpha coef ficient

k = number of questions in the survey

S¥ = variance of i*"question

$2 = total variance of the survey

This coefficient is calculated for 67 variables which yielded 0.946, which means that the research
methodology is reliable. Moreover, Kolmogorov—Smirnov test was conducted to compare the
cumulative distributions of two data sets. After verifying quality of data, statistical results and
cross tabulations are utilized to obtain insights for the objectives of the research.

In terms of data statistics, the aim was to have a diverse population of samples, which is
consisted of a great portion of senior employees. It is crucial to have viewpoints of experts in
different departments, so the conclusion can be inclusive of all opinions in the organization.
According to Figure 2, 46% of respondents work in technical departments, 15% in management
and 11% in HSE. Moreover, senior employees know the industry and their organiations better,
hence experience was a decision factor in selecting individuals for this survey. As Figure 2
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shows, 45% of respondents have more than 15 years of experience and 32% have 10-15 years of
experience.

How many years have you worked in the oil and gas industry? In which oil and gas department have you worked?
M iess than 5 [ Technical/Planning department
I Public

[ Legal affairs department

Figure 2: Experience of respondents to the questionnaire (left) and respective department of
respondents (right)

3. Results and Discussions

First of all, it is important to analysis the importance of social aspects of sustainability against
the economic and environmental aspects as well as tendency in investment in social issues.
Figure 3 shows that social aspect of sustainability is considered moderately important by the
majority of respondents. However, it’s obvious that the economic aspect is of more importance
than social, and this is why social commitment of oil and gas companies are not ideal in this
region.

60%

51%

50%

40%

M social

30% .
B economic

20% I enviroment

10%

0%
21-40 41-60 61-80 81-100

Figure 3: Level of importance for each aspect of sustainability

Social considerations often mean social responsibility, which requires investment in social
services or supporting certain activities. It is essential to evaluate this factor along with the
results of the previous figure as a cross tabulation between investment in social issues and results
of question about the level of importance for each aspect of sustainability (Figure 4).
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Interestingly, those who said their company hasn’t had any investment in social issues
considered social aspect as an important factor in sustainability. Moreover, 63% of those who
stated the importance of social aspect 61-80, weren’t sure if their company has any investment in
social issues. This may indicate a gap between social concerns and commitment to actually doing
something (i.e., investment), and needs to be considered further.

70% 63%
60% 50%
50% o
’ 37% a1%
40%

. 25% 25%
S0 X 20% ' 18%
20% 14%

10% 2% gy 1% I

O% —

21-40 41-60 61-80 81-100

HYes HNo ldon't

Figure 4: Cross tabulation between responses to a question about having any investment in social
issues and the level of importance for each aspect of sustainability (Social)

One of the most important issues in the oil and gas companies from sustainable development
perspective is the size of a company. Generally, big corporations that are active in upstream or
downstream sector of oil industry operate in a broader domain and therefore, deal with different
challenges than small size companies. According to Figure 5, there is a clear trend with respect
to the perception of social aspect with respect to company size. Smaller companies consider less
importance for social aspect than larger organizations. This finding signifies the need for more
education and perhaps infrastructure development for small to medium size businesses.

100% 1002

80%

59%
60% 53% °
42% 46%
o
40% 35%
27%

20%

12%
6%
0% 0%
0%

61-80 81-100

m0-10 m10-49 100-499 500 and above

Figure 5: Cross tabulation of responses to a question about the level of importance for each
aspect of sustainability (Social) with the size of company. Color code is the company size.
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Creation of a specific department for following up sustainability in oil and gas companies has
almost the positive response by employees. It seems that employees are often waiting to see the
concept of sustainability accepted and adopted by shareholders and top management first, then
exercise those principles by themselves. Management’s action toward this issue can be in the
form of dedicating resources to implement sustainability strategies and monitor outlined
objectives. Indeed, not all companies have dedicated department in charge of this as shown in
Figure 6. Within each category, the proportion of responses is similar. However, majority of
those who reported existence of a responsible department for sustainability in their respective
companies rated the social aspect as an important factor. This means that companies with
stronger belief in social commitment take sustainability more serious than those who don’t.

70% 63%
59%
60% 52%
20% 43%
40% 33% 33% 33% 33%
30%

30%
20%
10% Th Tk gy

0%

Yes No I don't

H21-40 m4l1-60 m61-80 ®81-100

Figure 6: Cross tabulation of a question about having any specific department regarding any
aspects of sustainability in respective organization/company with the level of importance for
each aspect of sustainability (Social)

In addition to how organizations handle social issues internally, their external activities can also
reveal facts about their strategy and business environment they operate in. In the questionnaire,
respondents were asked about having some procedures for collecting information on competitors,
customers, economic and social trends, and technological trends in their companies. Responses
to this question were plotted versus the size of companies (Figure 7) which suggests that there is
a clear trend where larger organizations seem to have more procedures relevant to sustainability.
This makes sense because they have more financial and logistical facilities to do so.
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Figure 7: Cross tabulation of responses to a question on having procedures for collecting
information on competitors, customers, economic and social trends, and technological trends
with the company size.

Having means for meeting with diverse stakeholders such as customers, suppliers and outside
social communities, and learning from them is the key for success. However, this consideration
varies by the size of company, and as seen in Figure 8, larger organizations tend to have more
forums and facilities for interacting with external communities.

100%

80% 2% 75%

63% 69%
%
60% ”
0%
40%
25% - 25%
20% 13% 11% 11%
4% 6%
0% 0% 0% 0% . 0% . 0%
0% ||
0-10 10-49 100-499 500 and above
m Not atall m Onceinawhile Sometimes Fairly often  m Frequently

Figure 8: Cross tabulation of responses to a question about having multiple forums for meeting
with, and learning from diverse stakeholders such as customers, suppliers, and outside social
communities and the size of company.
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4. Conclusion

Social aspects of sustainability are major concern with regards to environmental protection and
cost benefit management. To examine the success of an organization in achieving sustainability
from social point of view, the firm’s resources and internal and external relations were assessed
via questionnaires filled in by the employees and managers. Social aspect is not as important as
economic aspect in the opinion of majority of respondents. However, businesses have different
understanding of sustainability as well as its aspects such as social commitment. It was shown in
this research that the perception of social responsibility varies among organizations proportional
to their size. Albeit the business objectives and business environment are also important, but
among those who are in the oil and gas industry in Middle East, social aspect of sustainability
seems more important to individuals in larger organizations than those in smaller businesses.
Moreover, larger organizations, those of which most have dedicated department responsible for
sustainability, seem to have more procedures for learning from diverse stakeholders and outside
social communities. These findings suggest the need for more educational and perhaps financial
support to small size organizations to better utilize their resources and enforce their social
commitments. Such kind of support are better facilitated by governments, and the findings of this
study can shed lights on this matter.
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