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Good Morning!
Freedom Quest International is a human rights organization, particularly concerned for those who suffer from violence, abuse and injustice and whose plight remains effectively unknown or ignored by those who could help.  Our Founder, Mel Middleton, wanted to be here today but he is currently in the Sudan.
Company Motivation for Local Operations

On those rare occasions when there is a sour gas well blowout in west central Alberta, or a pipeline break near the North Saskatchewan River, we here in the oil capital of Canada hear about it fast and frequently – by radio, television and by the display panels in our downtown elevators.  The media is quickly onsite interviewing those potentially affected and interviewing officials from the affected companies.  We learn what happened, what is being done about it, and when things should return to normal.  Hundreds of thousands of Albertans, including many who work in the oil patch, follow what is happening.  Management of affected companies are highly motivated to act – and to be seen acting – responsibly.
Company Motivation for Operations Abroad

But what is management’s motivation when it has operations in a faraway Third World country?  Because if we are serious about Canadian resource extraction companies acting responsibly in such places, especially where human rights are at stake, we need to know some things.
1. Many third world countries are controlled by authoritarian and/or corrupt regimes which are nevertheless considered “sovereign governments” by the international community.
2. Leaders of such regimes are mainly concerned about how wealth generated from resource extraction can benefit them and advance their agenda.

3. They will not hesitate to suppress or displace (or worse) the inhabitants of the typically remote regions where resource extraction takes place, in order to secure or expand the areas of operation.  If they are not capable, the resource extraction company will be responsible to make its own security arrangements and deal with local inhabitants – whatever that requires.
4. The company must maintain cordial relations with the “sovereign” regime in order to get – and keep – access to the resources.  The actions of the company will not be allowed to interfere with the agenda of the regime.
5. Access to the site of operations by “outsiders’, including the media, will be restricted.  If it is deemed necessary to allow such access, the regime and/or the company will be highly motivated to control what they see in order to at least minimize adverse publicity.  Because travel to remote, inhospitable locations is expensive, difficult and not very appealing, most “outsiders” have little interest in visiting anyway.  For those in Canada or elsewhere who are interested in what is happening there, such as company shareholders, the company’s public relations department will be motivated to provide pictures and information intended to produce a favorable impression.  These public relations efforts will become the basis for most Canadians forming an opinion about the company’s foreign operations, and the company knows very well that the foreign regime will be taking note of what they say.
A Case Study

Again, if we are serious about the issues we have come to discuss, let me show you some pictures.  I have them here because those who took most of them did so at considerable personal risk, including my friend Paulino here beside me.  They provide context of a specific situation – the one I am most familiar with – oil development in southern Sudan where Talisman Energy of Calgary operated for almost five years.
PICTURES, VIDEO & DESCRIPTIONS
When Talisman announced its intention to go into the Sudan in 1998, despite the deep rooted North-South civil war prevailing, Freedom Quest’s Mel Middleton repeatedly met with, warned and pleaded with them not to.  He knew what would happen, but his concern had no effect.  Mel lived in the Sudan for ten years; he has excellent contacts there and knows the country well.  And so, for years, we continued receiving regular reports of civilians being bombed, attacked and slaughtered by brutal militias; homes and crops burned, livestock stolen or killed.  Civilians fled to anywhere they thought they could survive.  Too often they were left destitute, dependent on the massive UN World Food Program which was often denied permission to reach their locations – leaving them to die from exposure, sickness and starvation.   Deeply ashamed that a Canadian oil company was complicit by helping to provide the financial clout and moral cover the regime in Khartoum needed, we and many others used our very limited resources to try and raise awareness and get Talisman to pull out.  Appeals to the Canadian government were useless.  Talisman doggedly stayed their course, claiming their presence would create wealth for all Sudanese and that “peace would follow prosperity”.  They hired Hill and Knowlton to help with their public relations efforts.  Finally, facing mounting public demonstrations, disruptive annual meetings, a shareholder divestment campaign, and a lawsuit in New York alleging Talisman’s complicity in genocide, they pulled out in 2003, with hundreds of millions in profit.
The Challenge

Are these high profile confrontational efforts the only means available for those of us concerned about human rights to ensure responsible Canadian corporate behavior abroad?  Can there be no forum for orderly presentation of diligently gathered facts, followed by informed decisions leading to responsible action?  If corporate management is determined to avoid such a forum, and instead commit its considerable corporate resources and influence to manage public perception, what other choices are there?

Perhaps the magnitude of the challenge is best illustrated by comparing two descriptions of the Khartoum regime and considering the motivations of those who gave them.  First, Roger Winter, former Special Representative on Sudan for the US Deputy Secretary of State and a man with much experience in Sudan, wrote this recently.  “Sudan’s National Congress Party is controlled by an intellectually-capable, radically-committed, conspiratorial and compassionless nucleus of individuals, long referred to as the National Islamic Front (NIF).  In the seventeen years since they came to power by coup to abort an incipient peace process, they have consistently defied the international community and won.  As individuals, the NIF has never paid a price for their crimes.  The NIF core is a competent cadre of men who have an agenda, the pursuit of which has killed millions of Sudanese and uprooted and destroyed the lives of millions more.  While their agenda is radically ideological, it is equally about personal power and enrichment”.  Next, Jim Buckee, CEO of Talisman Energy, wrote this in a letter to his critics in November 1999, one year after starting operations in Sudan and shortly after oil exports began.  “I have seen nothing that would lead me to believe that we are propping up a malign regime”.

A Proposed Solution

How can a company such as Talisman, extracting resources in a place such as Sudan, led by a CEO such as Mr. Buckee, be persuaded to recognize how its operations are helping to produce appalling consequences and start acting responsibly?  I propose a simple solution, “by not getting involved in the first place because your shareholders won’t allow it”.
Years ago, the means whereby corporations borrowed money from investors was made much more effective by implementing industry recognized standards for rating credit worthiness.  Gullible investors were protected from smooth talking bond salesmen eager to raise capital but ignorant of, or willing to misrepresent, the investment risk.  Skeptical investors could make informed investment decisions, independent of the bond salesman’s knowledge, story and character.  The burden of determining credit worthiness and assessing the business case for borrowing money was assigned to industry recognized professionals with access to the company books and to company management.
Say a company wants to raise $50,000,000 through a bond offering.  It will be marketed to investors who will want to know the bond rating.  If Dominion Bond Rating Service Limited has rated the bond offering, its credit quality will be assessed on a scale from C (lowest) to AAA (highest).  The company wants a high rating, because it won’t have to offer a high interest rate if the investment risk is low.  A rating below triple-B is not considered ‘investment grade’.  An investor willing to buy such a bond would expect an interest rate premium to compensate for the high risk.  Many institutional money managers are precluded from buying or holding non-investment grade bonds.  That provides a powerful motivation for management of large publicly traded companies to run their businesses well.
Now suppose the financial industry established a corporate ethical quality rating system, using the same measurement system.  Suppose the licensed agents from ‘Dominion Ethical Rating Service Limited’ were assigned to establish and regularly review the ethical rating assessment of client companies.  This would include visiting all their operations, interviewing all the stakeholders – including human rights advocates who often have excellent sources of information - and maintaining a file of performance history.  The company would be motivated to cooperate and aim for a high rating.  That motivation would be provided if major institutional money managers were again precluded from buying or holding shares in a company with a rating lower than triple-B – this time an ethical quality rating.  This is crucial and calls for leadership.  Large companies need ready access to capital.  A large shareholder base and a share price reflecting company performance is essential.  Losing shareholders doesn’t help.  If, say, the Canada Pension Plan and the Ontario Teachers Pension Plan could only invest in companies ethically rated triple-B or higher, there would be a powerful motivation for companies to pay attention to ethical issues.  If mutual funds are also required to publish their ethical rating investment guidelines, prospective mutual fund buyers could make an informed choice whether or not to buy them.  That would be another powerful motivation for companies to measure up.
To look again at our Case Study above, if Talisman knew in 1998 that ‘Dominion Ethical Rating Service Limited’ would independently check out the situation in Sudan if they went in, they would have been very motivated to first do their human consequence due diligence.  I believe they would have given Sudan a pass and focused elsewhere.  All of us could have put our efforts, time and resources to better use elsewhere.  Meanwhile, would somebody explain to me why Talisman is not willing to compensate the victims of southern Sudan whose unspeakable suffering was caused by the hideous Khartoum regime they helped strengthen and stay in power?  And if Canadian taxpayers and the Canadian military are called upon to play a significant role in fixing the human disaster this regime unleashed in Darfur, would somebody explain to me why Talisman should not contribute hundreds of millions of dollars voluntarily in order to get any ethical rating other than well south of “C”?
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