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Sustainable Development 

and the Oil and Gas Industry

David Cutteridge, Inchferry Consulting
Introduction

Population growth, social inequality, pollution, global warming, poverty, over-exploitation of natural resources and biodiversity loss, are a few examples of the many challenges facing the world today. Sustainable Development is about meeting these challenges and improving the standard of living for the benefit of the maximum number of people. 
These issues concern governments, communities, environmental and social action groups and individuals all over the world.  Business too, has a fundamental role to play in delivering Sustainable Development. In particular, Sustainable Development is becoming increasingly recognised as a critical issue for the oil and gas industry to address and act upon. This article explains what Sustainable Development really is and indicates where the oil and gas industry currently sits, in terms of performance, in relation to this issue.

Key Milestones

10,000BC
Agricultural practice begins

1490’s
European colonialism begins

1700’s
Agricultural Revolution

1700’s
Industrial Revolution

1962
Publication of Rachel Carson’s historic wake-up call Silent Spring 2
1987  
The Brundtland Commission defined Sustainable Development as:
“Development that meets the needs of the present without compromising the ability of future generations to meet their own needs” 3
1987

Montreal Protocol on Substances that Deplete the Ozone Layer

1992
Rio Earth Summit (United Nations Conference on the Environment and Development)



- Agenda 21 (global blueprint for Sustainable Development)



- Convention on Biological Diversity


- Framework Convention on Climate Change

1997
Kyoto Protocol on climate change 

1999
The UK government’s definition of Sustainable Development spelt out in the document A better quality of life: A Strategy for Sustainable Development for the United Kingdom 4
“Ensuring a better quality of life for everyone now and for generations to come, through:

· Effective protection of the environment
· Prudent use of natural resources
· Maintenance of high and stable levels of economic growth and employment

· Social progress recognising the needs of everyone”
2001
The United Kingdom Offshore Operators Association (UKOOA) produce a Sustainable Development strategy 5 

2002
World Summit on Sustainable Development, Johannesburg   (Rio +10)
Background

Globalisation is by far the most dominant force changing our society. While this obviously brings benefits to multinational companies, it also raises a number of environmental and social concerns which responsible businesses cannot ignore.

If globalisation is to create lasting stability and progress, it must be a process benefiting all. Hundreds of millions of people still lack reliable access to water. It is estimated that half the world’s population live on less than a $2 a day 6. The absolute number of poor continues to grow, as does the gulf between rich and poor. Under this relentless pressure the authority of many governments is considered to be diminishing, together with their ability to enforce tax and regulatory policies. The population of the world is about 6 billion people. This figure is expected to increase to about 10 billion by the year 2050. Rising populations bring with them growing needs for clean water, healthy food, health care and gainful employment. 

At the international level global greenhouse gas emissions, sustainable consumption and production, and trade and environment issues dominate the agenda. At the national level water quantity and quality, land degradation and desertification, loss of soil fertility, and biodiversity loss are emerging as critical constraints on many economies, especially in developing countries. These are issues which, while they have their genesis in the environmental arena, increasingly manifest themselves as economic, trade and social issues. Business needs to be aware of the emerging agenda, and to transparently demonstrate its impacts (both positive and negative) and corporate responsibility in combining economic progress with improved environmental and social performance. 

In our society social progress rests on economic progress which, in turn, depends on energy. Energy is therefore intrinsic to economic and social development. 
However the issue is cost - not monetary cost, but the price society is prepared to pay in terms of social needs and environmental impact for the energy it must have if progress, at least as this term is generally understood in western society, is to be sustained. Today the major challenge is clear - to provide energy without negative environmental and social impact. 

Currently energy from fossil sources still accounts for over 80% of the world's energy consumption. Alternative energies - methanol-powered fuel cells, solar energy, hydrogen, biomass, wave power, wind power - will begin to reduce our dependence on fossil fuels over the next 25-50 years. But for the short, and possibly medium, term hydrocarbon products will remain fundamental to human progress.


What Is Sustainable Development?

There is a lot of confusion about what Sustainable Development really is. People talk about:

	· “Accountability”


	· “Maximising Shareholder Value”

	· “Protecting The Environment”


	· “Waste, Energy and Travel”

	· “The Quadruple Bottom Line”
	· “Profitability”



	· “Thinking About Our Products”
	· “Reputation Enhancement”



	· “Not Depleting Resources”
	· “The Triple Bottom Line”



	· “Sustaining The Oil Industry”
	· “Technological Fixes”

	· “No Public Subsidies”


	· “Sustainable Growth”

	· “Corporate Social Responsibility”


	· “Eco-efficiency”

	· “Becoming More Sustainable”


	· “Looking After All Our Futures”


Confusion abounds, however it should not. Sustainable Development is a simple concept. It is well explained by Jonathon Porritt, the Chairman of the UK Commission on Sustainable Development, in his recent book:

“Sustainable Development is a process, not a scientifically definable capacity; it describes the journey we must undertake to arrive at the destination, which is of course sustainability itself.” 10
And what does sustainability look like? The Natural Step11 define four system conditions which they believe are necessary for a sustainable society, and which we have reworded for ease of understanding as:
· Basic human needs are met with a just distribution of resources
· Natural resources are replenished at the same rate they are consumed

· Wastes are broken down at the same rate they are produced

· Biodiversity is maintained

Sustainable Development is no more complicated than that. It is the journey we must undertake to a sustainable society. 

Despite the simplicity of the concept of Sustainable Development, it is important to recognise that in taking action we must constantly return to the four system conditions to check that we are moving in the right direction. For example, in our industry, unless we address the fundamental issue of the unsustainable practices of  hydrocarbon extraction and consumption, we could be simultaneously improving our economic, social and environmental performance and still be moving away from sustainability. A holistic view at all times, with regular checking against the system conditions is essential to ensure we remain on course.

What Does Sustainable Development Mean For the Oil and Gas Industry?

So where does the oil and gas industry sit relative to the four system conditions necessary for sustainability?

· Basic human needs are met with a just distribution of resources
There can be no doubt that the oil and gas industry generates enormous amounts of revenue, but what is the outcome of that revenue generation? Are there resultant benefits, and if so, to whom? We know what we would like to think, but what is the reality? In developed countries many of the benefits feed through to society at large via employment (direct and indirect), the multiplier effect of disposable income, and public services funded through taxation. In developing countries the picture can be very different. A thought provoking insight into the effects of the extractive industries on developing countries can be found in the independent report commissioned by Oxfam America: “Extractive Sectors and the Poor”.14 The following brief extracts from the Executive Summary give a flavour:


“This paper examines how states that rely on oil and mineral exports address the concerns of the poor. Its central finding is that oil and mineral dependence are strongly associated with unusually bad conditions for the poor. Some of its key findings are:

• Overall living standards in oil and mineral dependent states are exceptionally low — lower than they should be given their per capita incomes;

• Oil and mineral dependent states tend to suffer from exceptionally high rates of child mortality.

• Oil dependence (though not mineral dependence) is also associated with high rates of child malnutrition; low spending levels on health care; low enrollment rates in primary and secondary schools; and low rates of adult literacy;

• Both oil and mineral dependent states are exceptionally vulnerable to economic shocks.

A set of problems like this might normally lead to calls for government action. But we also find that oil and mineral dependence has a harmful effect on governments themselves. Oil and mineral dependent states tend to suffer from unusually high rates of:

• Corruption;

• Authoritarian government;

• Government ineffectiveness;

• Military spending;

• Civil war.”
· Natural resources are replenished at the same rate they are consumed

Being an industry whose primary function is the extraction and supply of  fossil fuels, it is very difficult to see that we could currently claim anything other than that we are far removed from this system condition, indeed moving fast in the opposite direction! Even in our use of secondary raw materials (e.g. iron, steel and concrete for construction purposes) this is still very much the case, although some companies are making efforts to recycle materials and equipment at the end of their initial period of use. The situation is not completely negative however. The reinvestment of revenue into renewable energy infrastructure is one way of  “replacing” extracted hydrocarbons (at least from the energy point of view).

· Wastes are broken down at the same rate they are produced
Here too the industry (along with all of the ‘developed’ world) is far removed from the sustainable system condition. Some attempts are being made to increase the rate at which wastes are broken down through techniques such as bio-remediation, and efficiency measures aim to reduce the quantities of waste produced, at least as normalised against production. But on the whole waste generation (and here we include emissions and discharges to air, water and land i.e. “pollution” in its broadest sense) far exceeds the rate of breakdown into harmless, recyclable, components.

· Biodiversity is maintained

This, perhaps, is the system condition where most progress is being made within the industry: this is the realm of mainstream environmentalism and conservation, and in many ways the easiest (although by no means easy) to deal with. The industry has been working in the conservation arena for many years due to the sensitive nature of the environment in many of the areas of the world in which we operate. Many advances have been made over the years in limiting the impact of our operations on sensitive species and habitats. Nevertheless there is still a long way to go: pipelines and access roads still cause the fragmentation of habitats, spills and leaks still occur, and routine emissions and discharges, along with their known impacts such as global warming and stratospheric ozone depletion, may well be having effects on biodiversity which are currently unrecognised – and these are only some of the direct impacts of our operations. To truly take on board the goal of Sustainable Development, and therefore ultimately sustainability, we must also address the impacts of our supply chains as well as from our products in their transportation, processing and final use.


Summary

Sustainable Development is essentially a simple concept: it is the journey we must make to achieve a sustainable society. The practicalities of this journey are, however, far from simple given the nature of western society’s development, particularly since the advent of the industrial revolution. How do we achieve a global society where basic human needs are met with a just  distribution of resources; where natural resources are replenished at the same rate that they are consumed; where wastes are broken down at the same rate that they are produced; and where biodiversity is maintained? That is the challenge which faces us all, and nowhere is that challenge more acute than in the oil and gas industry, an industry which is by its very nature (at least as it is currently formulated) inherently unsustainable.                                                                                   

To overcome this challenge we must face it full on, as we have faced the many technical challenges we have come up against and overcome in the history of our industry. We must identify those areas where we fall short, and utilise the enormous potential of our people to plot a course from where we are today to the destination of sustainability. The result will undoubtedly be an industry, and a society, very different from that which exists today. But our industry is used to change, indeed thrives on it: we have not been afraid of change in the past, and should not shrink from it now.

No company, no industry, no country on its own can make this happen. We all have a part to play, including our individual, personal contributions. Some radical rethinking is required. How we respond will determine the fate of future generations. On looking back, how will they regard us – do we care?
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“The industrial revolution was all Nike: ‘Just do it!’  Sustainable Development adds another dimension: ‘Should we do it?’” 1





- Brad Allenby





The United Nations Development Programme (UNDP) struck a …pessimistic note in the 1996 edition of its Human Development Report, which concluded that despite a dramatic surge in the economic growth in 15 countries over the previous three decades, 1.6 billion people had been “left behind and are worse off than they were 15 years ago. Economic gains have benefited greatly a few countries, at the expense of many”. Meanwhile “the very rich are getting richer. Today the assets of the world’s 358 billionaires exceed the combined annual incomes of countries accounting for nearly half - 45% - of the world’s people.”





- Carl Frankel 7





“…real progress cannot be measured by money alone.” 8


- Tony Blair








“The stone age did not come to an end because we ran out of stones!” 9





- Ewan Baird








“It would be perfectly possible for a company to be improving its social, economic and environmental performance and steaming very rapidly away from Sustainable Development” 12





- Tom Burke





“The white man knows how to make everything, but he does not know how to distribute it.” 13


- Chief Sitting Bull 








“You can’t have sustainability with poverty” 15


- Mel Young





 “Vast quantities of liquid hydrocarbons (oil and gas) will be left behind in the ground” 16


- Lord Browne





“There’s no away to throw to!” 17





- Garrett Hardin





“Dominant as no other species has been in the history of life on Earth, Homo sapiens is in the throes of causing a major biological crisis, a mass extinction, the sixth such event to have occurred in the past half billion years.” 18


- Richard Leakey





“Responses to global environmental issues are not fringe activities. They are central to meeting human needs and reducing poverty………Time is not on our side. This agenda cannot afford to wait.” 19





- James D. Wolfensohn





“Starving people don’t care about sustainability” 20


- Albert Bartlett





“We don’t just need to get out of the box, we need to get outside the room the box is in!” 21


-  Paul Hawken











