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ABSTRACT

The purpose of this paper is to advance knowledde stakeholders’
identification, stakeholders’ Salience, and Compahi Stakeholders
Management Strategies in Oil and Gas Industry imZBamia. The paper
employed exploratory case study strategy. The dat@ obtained from two Oil
and Gas companies’ websites and were analyzed usorgent analysis.
Stakeholder theory was used to interpret the ddiae principal research
findings reveal the role of the sustainability rejmy, good governance,
stakeholder engagement, risk management and cam@acial Responsibility
(CSR) practices and strategies in stakeholder memsgt by both local and
international oil and gas companies in Tanzania. rébver, the findings
indicated the existence of nine key stakeholdethéanoil and gas companies in
which local community scored the highest. Theiketelder salience falls from
definitive to expectant and few latent who lika@turn to expectant. This is due
to the fact that the nature of the industry, thailsimuch regulated, has a long
time span and more riskier; in a way it gives tkeksholders the latent chance
to gain another stakeholders’ attributes, that igher power, urgency or
legitimacy. This justifyies why Oil and Gas companare managing their
stakeholders using CSR practices and strategies tthach both stakeholders
and non-stakeholders. The nature of the industlywa a non-stakeholder at
first place to gain stakeholder’ attribute and bews a stakeholder. Generally,
the study revealed the effort of international aild gas companies to strongly
manage and communicate with a wide range of stdéeho through their
websites compared to local companies. Moreoveh bompanies are managing
their stakeholders to create shareholder’'s longrtevalue, risk management,
engagement and dialogue that shape regulative fneorle and for sustainable
oil and gas operations. The study is recommendiag the national oil and gas
local content should be constructed after undemditagy the nature, demand and
interest of stakeholders and their inter-relaticias proper management of the
industry and to control resources curse. Moreovbe local and international
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oil and gas companies and local management shoudignstand the nature and
demand of their stakeholders and set a clear stkeh management strategies
that can result to attractive local content andfg’ longterm value. The future
research can broaden the findings by conductingstivey to get a conclusive
understanding of stakeholder management in Oil @as Industry in Emerging

Economies.

Keywords. Stakeholder, power, urgency, legitimacy, stakeholdalience,
stakeholder identification, oil and gas companies

INTRODUCTION

This paper investigates why and how managers @&mllgas companies manage
their stakeholders. The study describes the reistiip between stakeholders’
attributes, stakeholders’ salience and stakehdldeamagement strategy in oil
and gas industry in Tanzania. Management literatuegeal the importance of
proper managing stakeholders by identifying thétiitaute and salience feature
by managers for the performance and success obtf@nisations’ projects
(Donaldson, 1995; Mitchell et al , 1997; Eldanfo614). However, there are
few studies such as Eldanfour (2014) and Ekpoben{@012) addressed the
management of stakeholder in oil and gas extraciidstry in emerging
economy despite the complications, challenges amtegtual issues facing the
industry.

The challenges facing extractive industries inclbdang highly institutionalised
and regulated, high risk, high cost of investmem ¢he long time span from
when costs are first incurred until benefits amereed (Wright & Gallun, 2008;
Fragouli and Joseph, 2016). These challenges iserehe importance of
identifying the stakeholders and their stakes towarthe organisational
performance. In order to make the sector prospspittethe challenges, it is
argued to better understand and develop the guid@jperations on successfully
managing stakeholders (Donaldson, 1995). The papegnises the stakeholder
implications and risk associated with their relasbips within such a highly
institutionalised and regulative environment for amd gas extractive industry.
Therefore, stakeholders’ power, legitimacy and nooge are necessary
mechanisms to identify their significant saliencmatfire for organisational
performance in such environment. Moreover, the pajasiders the role of
stakeholder management strategy in managing re&ltips towards
organisational performance. The previous studieghénsector focused more on
management of few stakeholders such as communikpofiomene, 2012;
Lebura2013); and being specific to certain issweh s accounting for oil and
gas upstream activities (Eldanfour, 2014).

The paper identifies stakeholders of the oil and gampanies by using
stakeholders’ attributes such as power, urgency lagdimacy as they are
perceived by managers. This is to add informatioouathe key stakeholders by
managers to the local content of oil and gas, ifrclwitakeholders that possess
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the power, legitimacy and urgency associated wittvailed regulations are
expected to dominate due to the fact that the ingus highly regulated.
Institutional theory argues that organisations #meir actors such manager’'s
behaviour towards organisation process, stakeholdkntification and
management are shaped by institutionalised andategy environment (Mzenzi
&Goddard, 2015, Mbelwa, 2015). This means for higlelgulated industry such
oil and gas, the role of institutionalised envir@mh may influence the
interpretation and perception by managers on natndetype of stakeholders as
the possessed power, legitimacy and urgency towactigving organisation’s
objectives.

Moreover, the paper evaluates stakeholder salibpdeoking at the degree to
which managers give priority to competing stakebmt claims with respect to
the possessed stakeholder attributes. This isvieatehow managers of oil and
gas industry manage the claims and demands ofraliffestakeholders with
respect to the possessed stakeholder attributes.lastly, the paper seeks to
connect stakeholder salience and organisation ipeafoce. This is necessary
done to increase knowledge of how good stakehdldeamagement strategy
may positively result to achievement of organigaicorporate objective, in this
case financial performance in the industry, whigléry costly, risky and highly
regulated.

LITERATURE REVIEW

A stakeholder is described in strategic managetiterature as an individual or
group who "can affect the achievement of orgaroredi objectives or who is
affected by the achievement of organization's dhjes’ (Freeman, 1984,
Mitchell et. al., 1997:856; Gomes, 2006; Eldanfetiral., 2014). The definition
considers those who can affect (that means hasrpowaffect) and also those
who are affected (that have claim’'s legitimacy).tdfiell et. al., (1997) add
urgency as third attribute that means "calling ifamediate attention in a way
that individuals can have the power to influencd have claim’s legitimacy but
needs urgency to make relationship meaningful atdirgmediate attention by
managers. Thus, this study considers power, leg@ymand urgency as main
attributes of stakeholder identification.
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Theory of stakeholder identification and saliereénterpreted along with other
three stakeholder theoretical bases; namely, narejatdescriptive and
instrumental. A normative theoretical base focuse$The Principle of Who or
What Really Counts, in which theoretical questisnwiho (or what) are the
stakeholders of the firm? (Mitchell et. al., 199%omes, 2004;). Descriptive
theoretical base underlines the question of to wkmmwhat) does managers pay
attention? (Mitchell et. al., 1997; Gomes, 2004). tBe other hand, instrumental
theoretical base focuses on tracking connectidres)yi, between the practice of
stakeholder management and the achievement ofugadorporate performance
goals (Donaldson, 1995; Gomes, 2006). This pap#ows the normative
assumption with the central interest of identifyingo are the key stakeholders
of oil and gas industry and what are their stakesheey are interpreted by
managers of the companies. That means the papes sea&lentify stakeholders
to whom managers of oil and gas extraction compgueég attention. Mitchell et.
al. (1997) explain that use model is necessaryhichv power, legitimacy and
urgency are possessing attributes that identify &t stakeholders and their
perceived salience by the managers.

Freeman (1984) defines stakeholder as “any groupnomdividual who can
affect or is affected by the achievement of theaaization's objectives”
According stakeholder salience model by Mitchelbakf (1997), organization’s
stakeholders may have different power, legitimaog airgency in decision
making process (Gomes, 2003) as well as the aafesmscounting information
provided for those decisions (Assad, 2001). Povegjiitimacy and urgency are
attributes of stakeholders salience that are defiae “the degree to which
managers give priority to competing stakeholdeigines” (Mitchell et al.,

1997). The stakeholder salience attributes are wseddentification of key
stakeholders of the organization.

Table 1: Models of Stakeholders

Behavioural patterns Salience of Attributes of stakeholder:
of stakeholders stakeholder: Mitchell Paloviita et al., 2010

et al, 1997
Dormant Latent Power
Discretionary Latent Legitimacy
Demanding Latent Urgency
Dominant Expectant Power/ Legitimacy
Dangerous Expectant Power/ Urgency
Dependent Expectant Legitimacy/ Urgency
Definitive Definitive Power/ Legitimacy/ Urgency
Non-stakeholder Non-typology Non-attributes

The study by Gomes (2003) that identified staketx@dvho were involved in
LGA decision making process found that LGAs decisimaking is multi-
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stakeholder process in which influences are exeatambrding to stakeholders’
power and interests. Gomes (2003) focused on #ifitation of stakeholders
involved in LGA’ decision making process, withowsassing how stakeholders
use accounting information in LGAs decision makjprpcess. Gomes (2003)
found that important stakeholders in LGAs decisimaking were citizens,
central government, councilors, audit commissio, employees.

There are few studies such Bklanfour et. al., (2014) and Chinweze, (2015),
which addressed stakeholders identification in anid gas industry in the
emerging economy or in the developing countries lllanzania. Eldanfour et.
al., (2014) aimed at identification of the Libyamaleholders and their attributes
with regard to accounting of oil and gas upstreativities and found that there
were two types of stakeholders existing in Liby&fimitive and demanding
stakeholders. However, the identification is nottoa perception of managers of
oil and gas company as the focus of this study donutperception of the
government towards accounting of for oil and gastngam activities. On the
other hand, Chinweze (2015) investigated the stHehs involved in oil and
gas development in Nigeria. This study was basethe Nigerian context and
its lacks the generalization as the oil and gasstig is characterized with
several contextual differences. Vita et al., (20aBdlertook an analysis of local
content development (LCD) policy of the stakehaddef Nigerian oil and gas
industry to gain a better understanding of the rexté stakeholders’ interactions
and how such interactions align to conditions #ratconducive for local content
development. The findings of the study unveil aevidrray of actors besides
those typically identified in relevant literaturgoyernment and operators). The
paper brought understanding of stakeholders asabysr the oil and gas sector;
however, it does not provide understanding on lieedegree to which managers
of oil and gas companies give priority to competisigjkeholders’ claims.
Despite the fact local and international oil and gampanies were figured out
that they are among key stakeholders on the lomateat development (LCD)

policy.

METHODOLOGY

The study adopted qualitative research approa@rhioh exploratory case study
strategy was adopted to accomplish research obgsctiThe case strategy is
suitable for this study because it is an empiricajuiry through which an
investigation of a contemporary phenomenon is daien the boundaries
between the phenomenon and context are not eviaémt 1981, 1994, 2000,
2003, 2009, 2011).

The data were collected by gathering website infdiom on multiple selected
cases. The use of multiple cases was done to Berealiability and
generalisation of the findings. The selection ofltiple cases was done by
considering the availability of the website infotioa, the status of the
company, whether locally or internationally registe as well as whether the
company is registered in the stock exchange maiitet. use of multiple cases
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provides richer discussion and comparison, andeass the validity and
generalisation of findings as well as strengthesulte by replicating pattern-
matching and, thus, increasing confidence in thHeustness of the theory or
model advancement within the studied context (Mi#94). This study selected
two cases without sacrificing in-depth analysis aoetextual nature of each
case. The units of analysis of this study were Welend managers of oil and
firms.

The analysis of published website information tbatried communications to
stakeholders was done by using content analysis. ddmtent analysis is “a
technique for making inferences by objectively aydtematically identifying
specified characteristics of messages” (Holsti, 998 he content analysis was
used to identify the key company communicationshwitakeholders who were
related to displayed activities on the website. Tbhatent conceptual analysis
was done, which involves choosing certain concéptexamination, and then
quantifying and tallying their presence in the @mgexts from the website.
Coding was guided by stakeholder theory in whichectfir contextual
characteristics of the studied area were considémethe identification of
relevant themes. The coding process was done syStafty and theoretically to
ensure validity of findings. The content conceptaahlysis was done per the
guidelines of the Writing Center at Colorado Stat®niversity
(http://writing.colostate.edu/guides/quide.cfm?qidd€1).

QDA miner software was used to perform qualitatarel quantitative content
analysis by coding, annotating, retrieving and ysiafj content and texts and by
calculating the frequency and percentage of appearaf the concepts under
investigation from website information of both cais€he published contents and
information were copied and downloaded from welssit€ase 1(Statoil
International Companyhttp://www.statoil.corh and Case 2 (Swala Oil and Gas
(Tanzania) plc: http://www.swala-energy.coXz The information was
downloaded on 30/08/2016 at 12.30. The contentysisalwas done by
investigating the concepts such as type of stakiehsl (shareholders,
community, investors, government) and the stakehtddattributes such as
power, legitimacy and urgency which were publisbedthe website. The study
content analysis was also performed by looking emelrpreting the objective
meaning of the published text towards the concepider investigation.
Therefore, the analysis and interpretation of figdi were done by conspiring
both implicitly and explicitly meaning of concepigsder investigation by using
stakeholder theory. Figure 1 is diagramatical repméation of analysis of data
towards the three main research of this study.
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Figure 1: Data analysis approach
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FINDINGS
Descriptive Cross Case Analysis

The analysis across the two cases showed thatthatlcompanies described
more their company names, products, activitied)rtetogy and locations in their

websites. The first keywords for both companiesenssmpanies’ brand names
that scored 4.31% and 10.31% for Statoil and Swedpectively. In the case of
Statoil, the analysis indicated that, the comparanaged to communicate to
their stakeholders about the company name, theuptsdtechnology, nature of

production and business activities together with thcation within the first tens
keywords. For stance, ENERGY as the keyword thatest2.29% may indicate
that the nature of activities is not only explooati but also distribution and
trading of energy products including oil and ga&hile for the case of Swala,
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the first ten keywords described only the nameatioa and nature of activities
of Swala that were exploration and Production (E&R)y. Through content
analysis, table 1 below reveals that Swala Oil @ad is Tanzanian Company for
the fact that TANZANIA is among first 10 keywords, while Statoil
demonstrated the importance of Local content witeeebusiness operations are
taking place, in way that LOCAL is among first"lkeywords.

Table 2: Nature of the Company

s/n Statoil International Company Swala Oil and Gas (Tanzania) plc
Keyword frequency | %shown | Keyword frequency | %shown
1 STATOIL 100 6.94% SWALA 44 15.12
2 OIL 62 4.31% TANZANIA 30 10.31%
3 GAS 57 3.96% OIL 29 9.97%
4 RIGHTS 51 3.54% BASIN 25 8.59%
5 HUMAN 47 3.26% COMPANY 21 7.22%
6 TECHNOLOGY 41 2.85% SEISMIC 21 7.22%
7 BUSINESS 38 2.64% GAS 16 5.50%
8 COMPANY & 2.43% EXPLORATION 13 4.47%
9 ENERGY 33 2.29% RIFT 13 4.47%
10 | LOCAL 33 2.29% KILOMBERO 12 4.12%

Why Stakeholder Management in Oil and Gas Industry?

Content analysis revealed that the objectives akettolder management by oil
and gas firms is generally associated with susbélitaof oil and gas operations,
managing risk and for engagement and dialogue #l@pe regulative
framework; and for the creation of long term shatéér value. The
sustainability of the energy sector seems to becied with management of
stakeholders, that the oil and gas firm cannottddone. Otherwise, it needs, a
collaborative effort. The engagement and managenfestakeholders are among
the efforts to ensure sustainability, oil and gagration, as it was quoted in
Statoil website that:

Sustainability challenges are often too complex aidk-reaching to be solved
by one organisation alone. Cooperation among daffier stakeholders is
therefore a prerequisite to create lasting value foose whom we affect in
society.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/RiskManag
ementAndGovernance.aspPublished in 2015-03-19, 07:08 CET. Updated
2015-05-19, 13:36 CET.)

Moreover, the content analysis revealed that inghert run, the stakeholder
management was used as a mechanism to mitigatredifftypes of risks, but
aiming at creating stakeholders’ (shareholdersy li@mm value. This means that
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risk management was among the key issues that egupbé@a several website
themes of oil and gas companies, and at most inirtteznational company
website. The open dialogue between local and iatemal oil and gas
companies might explain that oil and gas industrthée riskiest industry because
how risks are associated and managed depend osta&eholders are managed
(Fragouli and Joseph, 2016). Quotations from websit Statoil Company
(International oil and gas company) says that:

We take our stakeholder perspectives into consiaeravhen assessing and
managing risks. An open dialogue with potentialffeeted communities and
other interest groups and a holistic and balancezlware key elements in our
risk management process. Our values inform the wmeynanage risks to create
long term value for Statoil, our shareholders amtisty at large.. Statoil has
made a commitment to create lasting value for conities. We understand that
we can only achieve this with a good understandifigour stakeholders’
expectations and by working collaboratively.

Who are the Stakeholders of the Firm? and which Stakeholders’ Attributes
and Salience

Through content analysis, the definition of stakdéo by the oil and gas
company was revealed as follows:

Our stakeholders are the many individuals and orgaiions that are affected,
directly or indirectly, by Statoil's operations, eftner these are related to our
role as an energy provider, employer, business ngart or company that
generates revenue and supports local developmiatod{SPLC).

Through the content analysis (see in Table 2, 34nébr the case of Statoil as
an international company, the word STAKEHOLDER &gpd 13 (0.9%) times
as among the keywords in all six main website therrethe case of Swala as a
local company, the word STAKEHOLDER appeared 3 3% times as a
normal word in all six main website themes. Thisghh indicate that
international company tends to demonstrate the itapoe of managing
stakeholders compared to the locally based compitoreover, the content
analysis revealed who (or what) are the stakehsld&the firms among the two
cases.

Group of Stakeholders and their Stakeholders’ Biies

Local Community

Table 2 reveals that local community was the masttioned stakeholder in the
website content in the both cases compared to atiadeholders. The content
analysis showed by communities as stakeholdersothand gas companies
refer local communities where the oil and gas ajmra are taking place or and
the people who are living nearby or surrounding dperations. In the case of
Statoil, the word community appeared 25 (0.25%)efi as among the keywords
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in all six main website themes. In the case of @wa#he word community
appeared 5 (0.2%) times as normal word in all stinmvebsite themes.
The content analysis of this study revealed thatciimmunities are stakeholder
groups, which oil and gas firms engage with in ordegain the legitimacy of
their operations. Thus, legitimacy attributes magemmunities to become the
most key stakeholders by oil and gas companieis. quoted in the website of
Statoil Company that:
We fully acknowledge that our operations affecalammmunities. Our
ability to operate safely and continuously depemaisonly on obtaining
the necessary official permits, but also on gainihg acceptance and
trust from communities that surround our operations
We will continue to engage with communities affédte our activities
to earn acceptance and legitimacy with people amdegiments,
whether in Norway, Brazil, West and East Africa,rtNcAmerica or
wherever we operate.
(http://www.statoil.com/en/EnvironmentSociety/Sursthility/Pages/Ris
kManagementAndGovernance.aspublished 2015-03-19, 07:08 CET.
Updated 2015-05-19, 13:36 CET).
The content analysis revealed that urgency is atsattribute that makes oil and
gas companies to recognise communities as amongtk&gholders. However,
the communities claim about health, social, seguanitd environmental risks due
to the operations of the firms. Thus, the claimigh® communities that are
associated with health, social, security and therenmental aspects are taken as
serious issues for the success of the oil and gagpanies’ operations. The
quotations from Swala and Statoil websites ar@bsWs:
We take our stakeholder's perspectives into comnaigen when
assessing and managing risks. An open dialogue wdatentially
affected communities and other interest groups antolistic and
balanced view are key elements in our risk managemecess........
Relevant health, safety, security, environmental social risk factors
are identified at each decision point in our busimerocesses, from
early phase business opportunity identification,drdling wells and
producing hydrocarbon, and to abandonment and rexhof/facilities.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)

The company's objective is to support developnmelaical communities
and to minimise the impact on the environmémitp://www.swala-
energy.co.tz/corporate-profile.phpownloaded at 12.30; 30/08/2016)

Power attribute of communities was also revealedhleycontent analysis of the
study websites. The analysis showed that the pofveommunities to protest
(grievance)upon operations of oil and gas companies is at&ib to a key
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stakeholder. Such power of the communities can canahthe attention of the
media, thus more symbolic power (Mitchell, 2003)hisT means, once
communities enforce their power to protest as a dwmights, urgency to
respond to the claim increase and otherwise thmasfilose their legitimacy to
operate. This means communities have power to emfibreir claims and hence
give legitimacy to oil and gas companies to oper#itavas revealed by the
content analysis of the study websites that theand gas companies tend to
develop a clear structure on how to deal and marnhgepower of local
communities to protest against the operations afpamies. The quotation from
Statoil website is as follows:
Community grievances are primarily addressed thiotggular contact
with the communities and by compliance with anyntdrgrievance-
handling procedures required by the regulatory auites.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)
Generally, the content analysis of the study websivealed that local
community is among the key stakeholders of oil gasl companies that possess
power, legitimacy and urgency. According, to stakdar theorists such as
Mitchell, (1997) local communities are definitivéakeholders of oil and gas
companies because they possess all stakeholdsvet plegitimacy and urgency.
The Local communities have “salience” in the mindishe managers of oil and
gas companies as decision-makers to reconcile dnepeting health, social,
security and environment claims. Therefore, the agars of oil and gas firms
are acting first on the claims that most clearly“definitively” warrant their
attentions (Mitchell, 2003). This is due to thetfwat the claims are sources of
risks that can easily result to failure of the migational operations (Wright &
Gallun, 2008).

Suppliers
The content analysis of study websites reveals ghppliers are among oil and
gas stakeholders. However, identification was donky on the case of Statoil
Company. The analysis revealed that suppliers ezersl key stakeholders that
management recognise in their dairly operations (able 2). Stakeholders’
salience on suppliers seems to be determined by btmb stakeholders’
attributes; namely, power and legitimacy. Supplecguire power after signing
contracts to supply products to oil and gas comgganHowever, they cannot
clearly exercise on the power because of lack g@emncy and hence gain
legitimacy relationship after consistently operateaccordance with company’
values and maintain high standards of safety, #gcand sustainability in their
joint operations. It was quoted in Statoil webéitat:

We are committed to using suppliers who operatesistantly in

accordance with our values and who maintain higindards of safety,
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security and  sustainability in  our joint  operations
.... All potential suppliers must meet our minimueguirements in
order to qualify as a supplier...
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)
The urgency attribute was not revealed; may be usecaf the fact that
suppliers’ urgency can be interpreted by managemethtin the degree and
importance of resources or product that are sugiiesuch suppliers for oil and
gas operations. As it was argued by resourcesthasey, the higher the relative
importance of the resource for the organizatioe,rtore attached to this supplier
the organization will be (Pfeffer & Salancik, 19@pmes, 2006). According to
stakeholders theorists such as Mitchell (1997), pbers are dominant
stakeholders of oil and gas companies because ajgnirey possess power and
legitimacy attributes. Thus the salience featuresoppliers by oil and gas
management is expectant, thus it is moderate saliemd in a way these
stakeholders tend to expect something from managenie case of Statoil
Company, it is evident that oil and gas companiesd®ing a lot (example, to
have the clear communicative policy) to make swppliand the company’s
relationship sustainable.

Shareholders
Table 2 reveals shareholders are among key staleisolvho were mentioned in
the website content several times in both cases. chmtent analysis revealed
that the shareholders are stakeholders who pogeeesrs that are associated
with resources and ownership and hence influencisida making process in oil
and gas companies. The quotations of Swala andilStegbsites are as follows:
However, certain decisions, including resolutionswaive preferential
rights in connection with any share issue, to appra merger or
demerger, to amend our articles of association @rauthorize an
increase or reduction in our share capital, mustaie the approval of
at least two-thirds of the aggregate number of satst as well as two-
thirds of the share capital represented at a shatdérs'
meeting (http://www.statoil.com/en/EnvironmentSociety/Susédiility/
Pages/RiskManagementAndGovernance.aspxblished 2015-03-19,
07:08 CET. Updated 2015-05-19, 13:36 CET)
Legitimacy attribute of the shareholder was alseeaéed by content analysis of
the websites. The relationship between shareloldeid the company is
legitimated in a way that it gives the companies tilendate to sell, acquire and
operate in different places. Fore stance:
The Statoil's objective is to ensure long-term gatreation for its
shareholders through engaging in exploration fordaproduction,
transportation, processing and marketing of petnoleand petroleum-
derived products....... We believe that good corporateegance is
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more than just a technical exercise — it is instaddndamental element
in the practical work of the company’s governinglies, and it defines
the criteria on which the trust of the company’sugtholders is based.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)
Swala's Corporate Social Responsibility ("CSR") ampasses the
management of relationships with shareholders, eygas, contractors
and the communities in areas where the companysytogether with
the impact on society and the environment (httpliuswala-
energy.co.tz/corporate-profile.php; Downloaded 2t3D; 30/08/2016)
The urgency attribute was also revealed in the itelz®ntent. In the case of
Swala, the website contained clear communicatiditipe that elaborated how
management is responding to the shareholders’ sldiforeover, in the case of
Statoil Company; it put accounting, governance austainability information
that were meant to respond to shareholders’ claingsdemands. It was quoted
as follows:
All shareholders will be treated equally...Statoill vénsure that all
shareholders have access to up-to-date, reliabled amlevant
information about the company’s activities...We belie that
competitive returns for our shareholders are beshiaved through a
values-based performance culture, stringent ethieguirements and a
code of conduct which promotes personal integrity.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET).

Government

Government, both local and central government miies is among key
stakeholders who appeared in the website contemraetimes in both cases.
The content analysis revealed that the governmentaastakeholder who
possesses utilitarian power that is associated aaititrol of oil and gas resources
in one hand and normative power in the other hdrus is because the
government symbolically owns all oil and gas researand is also the one that
grants licence to local and international oil armks gCompanies to explore,
develop and produce oil and gas. On the other s$ide government through
TPDC is partnerning with local and international ahd gas companies to
explore, develop and produce oil and gas in Tamzahhis also reflects the
utilitarian power of the government. The quotasidrom Statoil website are as
follows:
The governments of our host countries grant usnties to explore,
develop and produce oil and gas. They also oveesed stage of our
operations, ensuring we meet the licence commisnest have made,
from the number of wells drilled to our performanige terms of
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environmental management and local job creation.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.aspxPublis26d5-03-19, 07:08 CET.
Updated 2015-05-19, 13:36 CET)
The power of government towards oil and gas congsaroperations is also
associated with the coercive mechanism; in a way physical sanctions to oil
and gas companies’ operations can be granted wieerisolation of laws and
procedures is occurring (Mitchell, 2003). The psiwn of security with coercive
tools and mechanisms gives the local and centnagrgonent power that affects
how oil and gas companies operate. The quotiom f&tatoil Website goes as
follows:

Statoil uses armed security services provided bydbal government in
Tanzania and Nigeria. Human rights training is pided in each case.
In addition, such training is provided for unarmgdards and security
personnel protecting our operations in Algeria.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)
The urgency of the government was revealed to beenuonserved by
management of the oil and gas companies as it efeected in the oil and gas
policy and regulatory frameworks, thus creating asifive environment for
operations of oil and gas companies. Moreover, gheernment claims are
associated with human rights, environmental praiactand revenue
transparency were also seemed to have speciahanddiate attention by the oll
and gas companies’ management. It was quotedatoilS¥Vebsite that:
We also engage with governments in shaping potemndworks. We
therefore have offices in key policy-making centoés particular
relevance to our business
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)
The oil and gas companies gain legitimacy for thejerations from the
government after getting licence and signing camtta operate. However, the
maintenance of legitimacy by oil and gas compas&sms to be based on the
establishment of proper social norms and values.was quoted on Statoil
Website that:
We will continue to engage with communities affédie our activities
to earn acceptance and legitimacy with people amdegiments,
whether in Norway, Brazil, West and East Africa,rtNcAmerica or
wherever we operate.
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)
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Generally, the content analysis of the websitegakad the mixed shakeholding
of the government in oil and gas industry. The pss®n of different types of
power, legitimacy roles and urgency claims by gowsgnt have resulted
multiple and definitive stakeholding. Thus the goweent is the primary as well
secondary stakeholder to the sectors. Moreover,gthernment is acting as
institutional stakeholders, that according to firgdi of this study, which are
consistency with institutional theory, the largestitutions should become
isomorphic over time (DiMaggio and Powell,1983; N, 2015;Perrin, 2015).
In this case, the government with its multiple itastonal influences and roles is
shaping how the oil and gas operations are taklagepin the countries; it is
acting as social, political, economic, environméatal regulatory stakeholder of
the country, as it is implicated in the nationatdbcontent (Sachs and Runli,
2011; DiMaggio and Powell,1983; Mbelwa, 20P=rrin, 2015).

Society
The content analysis reveals that society as aelstd#ter of oil and gas
companies has only one stakeholders’ attribute lwisidegitimacy. The success
of the operations of oil and gas companies needspsance by the society in
general. In both cases, the relationship of so@ety oil and gas companies was
represented and maintained with dialogue and emgage of both sides and
through representation from both side. It was rkged@n the Statoil company
website that:
We are committed to engage in open conversatiotiisvarious interest
groups and representatives of society in the coestvhere we operate.
These include the media, non-governmental organoisat (NGOS),
international organisations, academics and researdntres, which
may provide specialised expertise on managing itspac
(http://www.statoil.com/en/EnvironmentSociety/Susédiility/Pages/Ri
skManagementAndGovernance.asp®ublished 2015-03-19, 07:08
CET. Updated 2015-05-19, 13:36 CET)

Therefore, the society as a stakeholder is categmrias discretionary
stakeholders and has low salience (latent salidneeduse the society generally
lacks power and urgency. The oil and gas compaali&s used discretionary
CSR practices to respond to societal claims andaddmTherefore, the states
control and the legal framework should clearly mpkavision for stakeholders’
engagement, which provides for aligning businesgtes with societal needs
and expectations, that helps drive longterm suakdlity and stakeholders’ value
(Echetebu and Onyeri, 2015).

Employees

Table 2 reveals that employees are among the sildex who were mentioned
in the website content several times in both cgsee table 2). The content
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analysis reveals tha the employees as stakeholdewspossess power that is
associated with knowledge and skills. Moreover,dbetent analysis reveals that
employees have a legitimate claim to oil and gasiagament in a way that
management of oil and gas companies tend to shewftbrts on responding to
employees’ urgent claims, which are associated hitinan rights, health, safety
and security and the company’s operations. Thug)l@rees are definitive
stakeholders in the industry in a way that the degof attention from the
management will depend on the importance of thémslaand demands of
employees in relation to safety, health, securitd auman right will as well
depend on employee’s special knowledge that is etdry the industry for
successful operations. From both websites the Viitig were presented to
appreciate the importance of employees:
We provide human rights training to a number of kyges and
contractors in procurement, technical and securityes in specific
countries and projects. In addition, human rightsinting is included in
the learning portfolio of Statoil’s corporate uniredy (LEAP)...... The
Statoil CEO’s SSU Award is designed to recognizestanding
achievements by employees and affiliated contracbdrStatoil in the
areas of Security, Safety and Sustainability.
(http://www.statoil.com/en/EnvironmentSociety/Sumsthility/Pages/Hu
manRights.aspXPublished 2015-03-19, 07:05 CET. Updated 2016-05-
12, 13:18 CET.)

Implements rigorous HS&E management systems thairerthat its
activities and those of its subcontractors are @adr out to high
professional standards and protect the health amigty of employees
as well as the integrity of the environmertttg:/www.swala-
energy.co.tz/corporate-governance.php Downloaded at 12.30;
30/08/2016)

Industrial Associations
The content analysis of the websites reveals thdtdtrial Associations are
among oil and gas stakeholders that get the attentf managers. The analysis
revealed that Industrial Associations include pe@rtners working together to
ensure safe and security and success of oil andogasations. Stakeholder
salience upon Industrial Associations seems to é&terchined by only two
stakeholders’ attributes; namely, legitimacy angeacy. Industrial Associations
acquire legitimacy attribute because they are lggglerating to represent and
advocate different issues of the oil and gas cofegaand hence increase the
legitimacy of the operations of oil and gas compatrin countries.
Major associations are better at representing th@mg of the industry
than single companies and are often a valuable naartfor the
regulator in developing new requirements, or fracoaditions, for our
industry. Statoil is a member of a number of indusssociations and
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chambers of commerce. The main objectives of ni@sgetassociations
are promoting good practices and standards withie il and gas
industry in order to ensure safe, secure and snatde operations.
(http://www.statoil.com/en/EnvironmentSociety/Susthility/Pages/Ris
kManagementAndGovernance.aspublished 2015-03-19, 07:08 CET.
Updated 2015-05-19, 13:36 CET)

Works closely with our HS&E advisors as well ashwatl relevant
bodies in those countries where it operates to enall operations are
planned in accordance with current industry nornmsd aapplicable
local legislation http://www.swala-energy.co.tz/corporate-profile.php
Downloaded at 12.30; 30/08/2016)
Industry Associations has an urgency relationshigh wanagement of oil and
gas companies in a way that their demands and €laira critical and need
immediate attention for the success and smoothatipes of oil and gas
companies. Moreover, it has been observed that mkrigns and demands of
industrial associations are associated with impleaten of the peer group
agreement of health, security and environmentakeptimn that make the energy
sector sustainable. However, their claims do ratehpower to be exercised
because the association is working under sociaéctifin and optional
membership of the oil and gas companies. It wadtemrion the Statoil
Company’s website:
We work closely with our peer companies on the gmméon of major
accidents and emergency preparedness through a emofbindustry-
wide programmes. For instance, under the auspi¢elseointernational
Association of Oil & Gas Producers (OICP), Statwdls participated in
the Subsea Well Response Project (SWRP), an igdostaborative
effort that is about to be completed and which aitnenhancing global
well-containment capabilities. Thanks to this prmme, the industry
has improved the speed and effectiveness of igsonsge to well
incidents...Other organisations to which we belongcemtrate mostly
on sustainability and transparency standards. Tisisthe case, for
example, for the World Business Council for Susialm Development
(WBCSD); and the International Emissions Tradingdtsation (IETA).
(http://www.statoil.com/en/EnvironmentSociety/Sumsthility/Pages/Ris
kManagementAndGovernance.aspublished 2015-03-19, 07:08 CET.
Updated 2015-05-19, 13:36 CET)

Potential Investors

Table 2 reveals that potential investors are amsetakeholders who were
mentioned in the website content several times ath bcases. The content
analysis reveals that the investor is a stakeholder possesses power that are
associated with resources that they own and gieeass to influence oil and gas
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company decision making process. This is for faet il and gas operations
need enough funds to meet costly operational demavidreover, the content
analysis revealed that investors have legitimaaincto oil and gas management
in a way that management of oil and gas compaeied to show the efforts on
responding to investors obvious claims and dembraligh website despite the
fact that the claims lack urgency. It was indicaitedhe websites of both cases
that investors are important to these companidsalying a complete section and
themes for them and named as ‘INVESTORS’ CENTERe iflvestors’ center
of both companies’ websites revealed that the compavestment information
such as share price, stock markets announcemengncfal analytical
information and financial quarterly and annual mg@oSuch information is
intended to respond to potential and existencestave’ queries, claims, and
demands, inform and attract potential investorsiniest in the companies.
Existing investors such as shareholders have agnaygclaim towards oil and
gas operations. However, potential investors laglency attributes in a way that
they are dominant stakeholders with expectant rszdie According to
stakeholders’ literature, oil and gas companieshaggment tend to have a
formal mechanism to acknowledge the importance arhidant stakeholders’
relationship with their organisations, in this cdbeough the website content
analysis investors have the same attention. Théatjoo from Statoil website is
as follows:
Investor Centre: Here you will find the companysults and other
information relevant to the share price of the camp
(http://www.statoil.com/en/investorcentre/pagesddéifaspx; Published
2009-09-18, 14:56 CET. Updated 2015-05-11, 13:59 CE

Table3: Groups of Stakeholders with Explicit Meanin

S Statoil International Company Swala Oil and Gas (Tanzania) plc
N WORD frequency| %shown | %shown | frequency| %shown | %shown
NAMING Keyword | All Keyword | All
S words S words

1 COMMUNITIE | 25 2% 5 N/L

S

0.25% 0.2%

2 MANAGEMEN | 28 2.6% 10 N/L

T 0.3% 0.3%
3 SUPPLIERS 20 1.4% 0.2%| O N/L 0%
4 SHAREHOLDE | 14 1% 3 N/L

RS 0.1% 0.1%
5 STAKEHOLDE | 14 1% 3 N/L

RS 0.1% 0.1%
6 GOVERNMENT| 13 0.9% 5 N/L

S 0.1% 0.2%
7 SOCIETY 17 0.7% 0.017% 1 N/L 0.03%
8 EMPLOYEES | 6 N/L 0.06% | 2 N/L 0.06%
9 Industry 4 N/L 0.04%| 2 N/L 0.06
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associations/

PARTNERS
10 | INVESTORS 2 N/L 0.02% N/L 0.1
11 | contractors 2 N/L 0.02% N/L 0.13

Quotation from Statoil website reads as follows:
Investor Centre: Here you will find the company&sults and other
information
(http://www.statoil.com/en/investorcentre/pagesatiétfaspx; Published
2009-09-18, 14:56 CET. Updated 2015-05-11, 13:59)CE

relevant to

the

share price of

Table 4: Stakeholder Attribute and Stakeholdere®ak

the

camy

S Stakeholder Typeof Stakeholder Salience
/ Word Attributes Stakeholder
N/ Naming Pow | Legit | Urge Latent | Expectant | Defi
er imac ncy low Moderate | nitiv
y Salien Salience | e
ce High
Salie
nce
1| Local N N N Definitive X X
Communities V
3| Suppliers N N X Dominant X N X
4| Shareholders | N N Definitive X X \
6| Governments| N N Definitive X X \
7| Society X N X Discretionary N X X
8| Employees N N N Definitive X X R
9| Industry X N N Dependent X R
Associations/ X
Partners
1| Potential N N X Dominant X N X
0| INVESTORS
1| Contractors | \ X Dominant X \ X
1

Stakeholder Management Strategies

The stakeholder management in both companies waml fto be assocated with
sustainability reporting, marketing and promotignabrporate governance,
stakeholder engagement and Corporate Social ragiingCSR) practices that
enhance shareholder's and investors’ long term evalBustainability and
governance themes were seemed to explain how thandi gas companies
respond to different stakeholders in way CSR pples and practices were
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proposed. Quotations from the website of Swala Stadoil companies read as
follows:
Sustainability challenges are often too complex aidk-reaching to be
solved by one organisation alone. Cooperation amatifferent
stakeholders is therefore a prerequisite to crdagting value for those
whom we affect in society.
Swala's Corporate Social Responsibility ("CSR") ampasses the
management of relationships with shareholders, eygas, contractors
and the communities in areas where the companysytogether with
the impact on society and the environment.
Definite and external stakeholders such local comityuand government were
revealed to be managed by using multiple methadéch included devoted
CSR practices and engagement mechanism, whileetiscary stakeholders
were managed with discretional CSR practice. Adogrdo Mitchell et al.,
(1997; 2003) stakeholder model, discretionary dialders are managed under
discretionary CSR. This might explain why wordscigbdy’ and ‘stakeholder’ on
the website appeared more in sustainability anéig@mnce sections (see Table 3
and Table 4). These two sections were on Corp&abéal Responsibility center
of oil and gas companies for the benefit of theietgc That the management of
society as stakeholder is based on the discrefidB8R strategy and procedure
to ensure legitimacy and sustainability of theamitl gas company’s operations.

Table 5: Stakeholder Management Strategy: Intemalt Company

S/ THEMES WEBSITE Tota

N WORD Operation | Technol | Sustainabilit | Investo | Caree | Media | |
NAMING | al ogy y & |rs r

&innova | Governance
tion & CSR

1 COMMUNI | O 0 25 0 0 25
TIES

2 MANAGE | 0 2 28 0 0 28
MENT

3 SUPPLIER | 1 4 15 0 0 20
S

4 SHAREHO | 0 0 11 3 0 14
LDERS

5 STAKEHO | 0 0 14 0 0 14
LDERS

6 GOVERNM | 0 0 13 0 0 13
ENTS

7 SOCIETY 1 0 16 0 0 17

8 EMPLOYE | 2 0 4 0 0 6
ES

9 Industry 0 1 5 0 0 4
association
s/
PARTNERS

10 | INVESTOR | O 0 1 2 0 3
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S

11 | contractors | O 0 2 0 0 2

Table 6: Stakeholder Management Strategy: Local fizom

SIN WEBSITE THEMES
WORD Home: Sustainability &| Operations/| Investo | Contacts
NAMING Governance & CSR | Assets rs Total
Company| Governan¢ CSR
e
1 COMMU 2 0 3 0 0 0 5
NITIES
2 MANAGE 2 1 1 0 0 0 4
MENT
3 SUPPLIE 0 0 0 0 0 0 0
RS
4 SHAREH 0 2 1 0 0 0 3
OLDERS
5 STAKEH 0 1 2 0 0 0 3
OLDERS
6 GOVERN 4 1 0 0 0 0 5
MENTS/
ministries
7 SOCIETY 0 0 1 0 0 0 1
8 EMPLOY 0 1 1 0 0 0 2
EES
9 Industry 2 1 0 0 0 0 3
associatio
ns/
PARTNE
RS
10 | INVESTO 0 2 0 0 1 0 2
RS
contracto 0 2 1 0 0 0 2
rs
CONCLUSION

The main objective of this study was to investigatey and how managers of oil
and gas companies manage their stakeholders irertterging economy. The
paper specifically explored and identified groupstakeholders, their attributes
and salience together with firms’ strategies towaeathieving organisational
goals in the oil and gas industry in Tanzania. $tely used stakeholder theory
to understand stakeholder management in the oilgasdindustry. The study
adopted content analysis methods to analyse peblistebsite information,

content and text of two oil and gas companies dtparated in Tanzania. The
motivation of the research objectives was the paculature, operations and
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challenges of the industry and its newness in therging economy especially in
Tanzania.

The content analysis found that ten groups of $talkiers appeared explicitly in
the published information of selected oil and gasnganies’ websites. The
stakeholders included local community, shareholdensployees, government,
suppliers, industry’s association/partners, investand society. The content
analysis also revealed that local community, stadsns, employees and
governments had definitive salience and priority the eyes of managers
because they possessed all stakeholders’s atsisutch as power, urgency and
legitimacy. For example; symbolic and coercive pmwv@revailed in local
communities and their stakes and claims that cdeatgency that was perceived
as important by managers; namely, health, soctdurity, and environmental
risks due to the nature of the operations of thedi This is informing the local
content of Tanzania that there is important t@tea framework that meets the
peculiar needs of oil and gas producing communitied reduce relational
frictions in the operating environment and to costgly overhaul the fiscal
system that hitherto governed revenue sharing idrand gas operations in the
country (Chinweze, 2015)

Suppliers and investors were found to be expectdooyinant stakeholders
because they possessed only two stakeholder attsibmamely, power and
legitimacy; and they lacked urgency. It is argued Mitchell (1997) that
dominant stakeholders will have some formal medmasi in place that
acknowledge the importance of their relationshighwihe firm. This was
evidenced by this study that in both websites, eheere bars or themes for
investors, it was called investors’ center. Indusissociations were expectant-
dependent stakeholders because they have legitiok@tes and urgency but
lacked power to excise. On the other hand, gersrakty was found to be a
latent-discretionary stakeholder because of itstitegte claims, but lacked
power and urgency to be exercised. It was reveidfladthe society gain power
through civil society and gain urgency attributéshieir claims are associated
with environmental problems and risks. The inténgsfindings are on nature of
power and urgency that oil and gas stakeholdersgssed.

The study also explored the firms’ stakeholder ngan@ent strategy. Corporate
governance, marketing and promotion, sustainabiliyorting and Cooperate
Social Responsibility practices were found as tlannstrategies that were used
by oil and gas companies to manage their relatipastvith stakeholders for
firms’ performance. Moreover, the findings revealdtht the oil and gas
companies managed stakeholder relationship with emgowent, industry
association/partners, suppliers, shareholders amogees by using corporate
governance and sustainability reporting strategy principles. The companies
managed the relationships with those stakeholdeosigh corporate governance
structures and principles such as policy and reigyeldramework committees
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and centers, standards, and corporate values hitdleguidelines. Furthermore,
the companies engaged themselves in different bywinternational association
which deals with promoting good practices and stad&l within the oil and gas
industry in order to ensure safe, secure and stk operations.

Furthermore, the companies used CSR strategiepramtices to manage their
relationships with local communities and societyy@neral. However, the study
found that the existence of discretionary rathentbgal CSR practices by the
companies such as provision of sponsorships, domatand conferences to
different groups, job creation and capacity buddito local communities in

creating business opportunity and entrepreneursing sponsorship on the
winning business plan. The findings are being iast with study by Lebura

(2013) who found that in Nigeria CSR is a socidigdtion (discretionary CSR)

rather legal obligation owed to the host commusitiy the oil companies. On
the other hand, sustainability reporting, marketng promotion strategies were
used to manage relationship with investors whertitey promotion of share

prices and company images were presented and lbedcm the investment

center by both companies.

The study also revealed the objective of manadiakefolders by responding to
‘why stakeholder management in oil and gas indiatihe findings of this
indicated that the objectives of stakeholders’ ngemaent by oil and gas
companies; firstly, was for sustainability of oildagas operations; secondly, was
for managing risk and for engagement; thirdly, d@logue that shape regulative
framework (Figure 2); and, finally, for the creatiof shareholder long term
value that appeared.

The study is recommending that the national oil gas local content should be
constructed after understanding the nature, deraaddinterest of stakeholders
and their inter-relations for proper managementhef industry and to control

resources curse. Moreover, the local and internakioil and gas companies and
local management should understand the nature @mdntl of their stakeholders
and set a clear stakeholder management stratdgaesan result to attractive
local content and firms’ longterm value. The studyplies that stakeholder

theory, CSR theories, and institutional theory, RB& relevant for stakeholders’
management in oil and gas companies. The futureareB can be done to
broaden the findings by employing a quantitativeeegch approach to get a
conclusive understanding of stakeholders’ managéeme®il and Gas Industry

in Emerging Economies.
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Figure 2. Stakeholder Model for the Oil and Gaausidy in Tanzania
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Source: Developed from the Stakeholder Model bychtl et. al., 1997 and the
study findings.
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