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Legal Responsibilities of Shell as an Oil Operator in 

Nigeria 

H istorically, the oil rich reserves of the Niger Delta region 

of Nigeria have supported much of the country eco-

nomically for over 35 years. In the 50 years since the 

Royal Dutch/Shell group was given permission to trade and since 1958 

when it started drilling commercially for oil, the area is estimated to 

have yielded 1 Billion barrels of crude oil; providing over 80% of the 

country's oil wealth. Unfortunately, large scale oil prospecting and ex-

ploration has left in its wake gas flaring, destruction of farmlands, pol-

luted rainwater, oil spills, and general environmental degradation. The 

January 17, 1980 FUNWA 5 oil blowout readily comes to mind. It in-

volved the spillage of 100,000 barrels of oil within 13 days; contami-

nating the mangrove swamps, creeks and rivers of Sangama, Fishtown, 

Kulama 1 and 2 and Oluo. All coastal settlements within the Niger Del-

ta.  

Since the January 17, 1980 incident, about 2,796 oil spillages involving 

over two million barrels of crude oil have been recorded in the region. 

Even Shell acknowledges these problems associated with oil prospecting 

and exploration. Against this backdrop is the related issue of imbalance 

in the utilization of the vast revenue accruing from crude oil. This is per-

haps the most vexing issue in socio-economic/political discussions in Ni-

geria. On their part, Shell and the other major oil companies decline di-

rect responsibility. Over 90% of the net revenue from each barrel of oil 

produced accrues to the Federal Government. It is not for them to say 

how their contribution to the national purse should be spent, they argue. 

They are basically profit seeking business arrangements. So beyond their 

direct contribution to the local economy by way of employment to the 

local citizens and certain basic infrastructural needs such as hospitals, 

schools, roads, water schemes, etc., nothing more could be offered. This 

sounds convincing. But the real facts show differently. Oil exploration 

and prospecting occasion serious hazards to the environment some irre-
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versible. Often very severe and resulting in loss of lives and livelihoods to 

local communities. So, the companies owe a duty to take measures to 

protect the environment in which they operate and to minimise damage. 

This goes beyond mere moral obligations and occasional handouts. 

This report focuses on the environmental/socio-economic costs of the 

activities of the Royal Dutch/Shell Group on the peoples of Nigeria in 

general and the Niger Delta region in particular and the legal regime in 

place to regulate those activities. 

Oil Prospecting and Exploration: The Socio-Economic/

Environmental Impact 

In the 36 years of its operation in Nigeria, Shell has been accused of do-

ing precious little to set standards and promote a positive relationship 

with the local people as well as formulate sound environmental and so-

cial policies. Criticisms from and sometimes direct confrontation with 

local communities in oil producing areas, increasing international con-

demnation, etc. abound. The most notable being the Ogoni experience. 

The Ogoni, a distinct ethnic group within the Niger Delta, have a long his-

tory of striving to preserve their surrounding environment, which they 

regard as sacred. Rivers and streams provide water for bathing, drinking, 

and fish for food, so are bound up intricately with the life of the commu-

nity. The Ogoni whose population is approximately 500,000, occupy an 

oil rich area of 404 square miles. The heavy competition between the oil 

companies and the Ogoni for what is, by right, Ogoni land has resulted in 

extreme tension in the area and the severe punishment of the communi-

ty. 

The Ogoni cause is predominately an attempt to force Shell to clean up 

their environment. Once described as the `food basket of the state', the 

Ogoni are now forced to import food because their land has become a 

wasteland due to oil pollution. The political aspect of the struggle was 

the quick intervention of the Nigerian government to silence the 

"critics.” After all, oil accounts for 95% of Nigeria's export earnings. In a 

series of related incidents, soldiers have stormed Ogoni villages; murder-

ing men and children; raping women and destroying property. The Ogoni 

say military intervention is to protect Shell and to guarantee their contin-

ued operation "behind guns.” They say Shell has done nothing to com-

pensate them for the substantial destruction of their ecosystem neces-

sary to support life. Shell on the other hand alleges that it pays compen-

sation for environmental accidents. This may be so, but it is instructive 

that Shells policy of compensation is not to pay until it is compelled. Even 

so, there is no policy to pay FAIR COMPENSATION. The Ogoni situation 

does not stand in isolation. Four months ago at the Nembe Creek, an oil 

spill occurred from an Agip Oil Pipeline. For several days, the oil flowed 

freely into the Creeks and the mangrove forest. One night the area went 
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up in flames. A woman on a late night fishing trip had mistakenly set off 

the fire with her lantern. "It was incredible to see the creeks burn," said 

a fisherman. Farm crops were damaged. Aquatic life was destroyed. The 

company refused to pay compensation. It blamed the fire on sabotage. 

A similar spill occurred in Ahoada, Rivers state at about the same time. 

The entire area went up in flames when one of the workers struck a 

match. Fourteen of the 20 workers at the location were trapped in the 

fire. Another two died in the hospital. Agip again refused to pay. It said 

the fire was sabotage. 

In the leading Nigerian case on compensation for oil spills (Shell Petrole-

um Development Company Limited vs. Farah (1995) 3 Nigeria Weekly 

Law Reports, Part 382 at Page 148), the following statements occur: 

1. "This Judgment is a guide and appraisal of the law about oil spillage 

or blowout in Nigeria" 

2. "This Judgment serves as a beacon light to oil mineral producing are-

as of Nigeria and a guide to oil companies in compensation claims" 

3. The Petroleum and Mineral Laws of Nigeria subject oil companies as 

holders of exploration, prospecting, and mining licences to compen-

sate fairly for disturbances to the lands in which they operate. 

It is instructive that the blowout in FARAH's case occurred 25 years ago 

in 1970 at K-Dere, Gokana-Tai, and Eleme Local Government Area of 

Rivers State and, fair compensation was still an issue in 1995. Yet 

Chidozie Okonkwo, Manager, Shell Warri says his company pays 

"adequate compensation." 

It is recognised that environmental problems will always arise in associa-

tion with oil exploration. The real issue is how the government of the 

day and the oil companies respond. A real problem is that Shell has no 

wish to spend money on capacity development if it can help it so that 

profits are maximized. In a public statement, Shell accepted that "our 

facilities built several years ago are now ageing and we are working hard 

to renew them.” This is good. But why allow your machinery to age and 

cause environmental problems in the first place. It is inconsequential 

that Shell spends "20 million United states Dollars on community devel-

opment" in oil producing areas when their obsolete machines are, in the 

first instance, responsible for harming, maiming, and killing the people. 

Green Peace International reports that though Shell operates in 100 

countries worldwide, 40% of its spills occur in Nigeria. It points for ex-

ample to the issue of pipelines running right in front of houses in Nigeria 

to emphasize that Shell does not apply the same standards worldwide. 

An example is considered where Shell was to lay a pipeline from Stanlow 

in Cheshire to Mossmoran in Scotland ""Different environmental studies 

were commissioned before a single turf was cut" says the Greenpeace 
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report. Indeed, the manner in which Shell conducts its activities in the 

Niger Delta region is an indication of the way in which Big Oil operates 

without proper policing. But what regulatory requirements are in place 

to ensure proper monitoring? How effective have these been? It is to 

these issues that we now turn. 

Oil Exploration and Prospecting: Regulatory requirements 

Due to the concern shown in the Petroleum industry for the protection 

of the environment, there has evolved, over time, wide, varied, and clear 

legal provisions and guidelines designed to govern the practice of petro-

leum companies in ensuring the protection of the environment. A more 

detailed analysis of these provisions and guidelines are contained in our 

LEGAL REGIME FOR OIL COMPANIES IN NIGERIA (attached). 

There are, for instance: 

1. The Petroleum Act and the Petroleum (Drilling and Production) Regu-

lations made thereunder; 

2. The Oil Pipelines Act; 

3. The Oil in Navigable Waters Act; 

4. The Associated Gas Re-injection Act; 

5. Other relevant State Laws, etc. 

Some of these provisions have a more direct bearing on the environment 

than others. Under Petroleum Act for example, the Minister of Petrole-

um and Mineral Resources is empowered to make regulations for the 

prevention of pollution of waters courses and the atmosphere. 

In the regulations made thereunder, an obligation is imposed on oil pro-

ducing and exploring companies to: 

1. Maintain their machinery, apparatus and appliances to prevent the 

escape of petroleum into any water, well, spring, stream, lake, har-

bour, etc. 

2. Adopt all practicable precautions to prevent the pollution of inland 

waters, rivers, water courses, Nigeria's territorial waters, high seas, 

etc., and, where such pollution occurs, to take prompt steps to con-

trol and end it; 

3. More importantly, to take all reasonable steps to restore (as far as 

possible) land used by it to its original condition where damage has 

been done; and, in certain cases of damage, 

4. To pay "a fair price therefor" 

More recently, the Federal Environmental Protection Agency was estab-

lished by Decree No. 58 of 1988. Thereafter, the National Policy on the 

Environment was put together and launched in 1989 by the then Presi-
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dent of Nigeria, General Ibrahim Badamasi Babangida. Decree No. 58 

requires FEPA to establish environmental guidelines and standards for 

the abatement and control of all forms of pollution. Subsequently, FEPA 

produced a set of requirements, the "National Guidelines and Standards 

for Environmental Pollution Control in Nigeria.” Industrial activity and 

waste management practices were required to comply with those 

standards. The Environmental Impact Assessment Decree No. 86 of 

1992 was also enacted to enforce standards of behaviour. But beyond 

thunderstorms and rhetoric of ensuring that the provisions of Decree 58 

of 1988, 86 of 1992 and other relevant laws are fully evoked on erring 

companies who wantonly flout FEPA's guidelines and standards, it has 

done nothing to monitor and enforce compliance. The result is a general 

laissez-faire attitude by multinational industrial concerns towards envi-

ronmental pollution control. SHELL, for instance, apparently has a house 

rule banning gas flaring within 1 Kilometer of residential areas; nonethe-

less, there are countless glaring examples of this rule being abused and 

broken at will. Take the case of Orugbiri. It is a small settlement no more 

than 100 metres in length. Yet Shell has two gas flaring sites there burn-

ing 24 hours a day. The problem is not much a lack of appropriate regu-

lations as in ensuring compliance. 

Conclusion: A Way Forward 

It seems clear upon consideration of the various laws and guidelines 

that oil prospecting and exploration companies owe a clear duty to the 

environments in which they operate. This goes well beyond a mere mor-

al obligation. The only question remains that of ensuring compliance 

and enforcing standards. 

In recent times, detailed studies have been commissioned, experimental 

results analysed, expositions made, and experiences gained on the gen-

eral question of ensuring compliance with set environmental protection 

standards. And, more specifically, payment of adequate compensation 

in clear cases. Several recommendations have been made: 

1. Embarking on a policy of sustainable development through the 

heightening of environmental education and awareness. It behoves 

the government to blaze the trail by consciously investing in envi-

ronmental education through the use of the media, schools and col-

leges and non-governmental organizations. Shell on its part has to 

elevate environmental education for its staff to culture status. As 

part of its recruitment practices, environmental indoctrination must 

be on its orientation agenda. This must be followed up by seminars 

and workshops to keep workers reminded. 

2. Shell must recognise its social responsibility to contribute to its envi-

ronment by investing in or contributing significantly to programmes 
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and activities that will develop the community. These include educa-

tion research, health, road construction, community development, 

and agriculture. Shell should take necessary action and use of its 

huge profits to shoulder a significant part of environmental costs. 

3. Vigorous implementation of air pollution control measures to correct 

the imbalances in the state of the environment resulting from gas 

flaring - especially in the rural environment. 

These recommendations clearly point the way forward. But little will be 

achieved in the absence of a clear political will on the part of the govern-

ment. One of the greatest challenges to enforcement in Nigeria comes in 

the form of threats from powerful individuals and groups. We give one 

example. 

In 1991, FEPA officials carried out an inspection of a detergent factory. 

The factory was discharging its effluent into an open drain which empties 

into a river used as a source of drinking water some 600 metres down-

stream. The factory manager was given a maximum of 90 days to correct 

the situation. News about the inspection was to be aired on the National 

Television Network to serve as a warning to other industries. The owner 

of the factory made sure that the news was blacked out. He bragged 

about being responsible for the blackout and he threatened to report the 

Agency to the highest quarters of the Federal Government for: 

1. Daring to embarrass him, 

2. Trying to frustrate his effort to "boost" the Nigerian economy by 

providing jobs 

The matter was eventually settled out of court. 

Recently some environmental lawyers and non-governmental organiza-

tions have risen to the challenge of sensitizing people, redressing clear 

wrongs, and generally pressing for change. We recall, for instance, the 

efforts of the Environmental Rights Action in Iko; the "dirt poor" rural oil 

producing community in Ikot Abasi Local Government Area of Akwa Ibom 

State, culminating in the law suit Iko Community vs. Shell Petroleum De-

velopment Company and the Civil Liberties Organization initiative against 

the Western Metal Product Company (WEMPCO) also pending in court. It 

is only hoped that increased awareness and sustained pressure will re-

sult in positive change. 

Article 24 of the Charter emphasises that protection of the environment 

is a right people are entitled to. The Government of Nigeria must not al-

low multinational business such as Shell to violate Charter provisions 

with impunity. 
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