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ABSTRACT 

Sustainable business practices encompass set of action plans that seek to preserve the resources presently 

available on earth, so that they can be beneficial to the current and future generations. These practices ensure 

that environmental, social and economic sustainability are achieved. This paper explored the concept of 

attainment of the sustainability in the oil industry in the three sectors. The oil industry practices towards 

environmental sustainability include ensuring that the environment is kept safe both directly and indirectly to 

both the environment and human lives. Waste management in the oil industry can be achieved through 

reduction, reusing materials such as containers, treatment of waste by detoxification and degradation. Social 

sustainability is achieved through corporate social responsibility where the industry participates by giving back to 

the society through projects that benefit the society. The study employed descriptive research design with 

employees of National Oil Corporation of Kenya (NOCK) being the target population. A sample of 65 

management employees participated in the study. A structured questionnaire with close ended questions was 

utilized in the study. The study established that it’s important to evaluate the performance of the oil industry and 

the measures that can be used to maintain its sustainability. The industry can conduct evaluations in their 

community before initiating any development projects to ensure protection against any adverse effects that 

might be caused. The study recommended that it’s important for the oil industry to ensure sustainable 

environmental, social and economic environment. Interventions such as price control by the oil industry can be 

put in place by avoiding hiking of oil prices and ensuring affordability for oil products. This can be done by 

ensuring the provision of employment and business opportunities for people to promote economic growth. The 

oil industry can also contribute to the economy by fulfilling its fiscal duties through paying taxes.  The study 

concluded that development of modern oil sector infrastructure would be vital towards environmental and 

economic sustainability of the country by promoting. Intervention measures should be taken to ensure this 

industry contributes to economic development, social equality and environmental protection. 
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INTRODUCTION 

The Kenyan petroleum industry is involved in 

upstream, midstream, and downstream activities. 

Although Kenya began oil exploration in 1953 it was 

not until 2012 when the oil exploration activities lead 

to the discovery of oil in the Rift valley (Nanok and 

Onyango, 2017). Since 2012 exploration and 

production activities of the oil in several basins have 

been actively ongoing with the National Oil 

Corporation of Kenya, a state actor, playing an active 

role in partnership with Tullow Oil Company.  The 

Kenyan petroleum industry has several local and 

international midstream and downstream players.   

Oil exploration, production, storage, refinery, and 

associated uses are known to contribute largely to 

environmental degradation, economic growth, and 

give rise to diverse social issues that affect the 

community. As a result, the petroleum industry is 

under pressure to adopt sustainable business 

practices that will not only lead to the creation of 

economic value but also benefit the social and 

environmental pillars of sustainability. 

Most businesses in the oil and gas industry are 

embracing sustainable business practices and 

including them in their long and short term strategies. 

Sustainable business practices, according to Rudnicka 

(2016) is a three-dimensional approach to business 

which requires an enterprise to be economically 

feasible, socially responsible, and environmentally 

friendly.  The sustainability approach enables each 

business to create economic value for its survival in 

the industry. However, as the business strives to be 

economically significant, it should also return benefits 

to the society and the environment within which they 

operate (Piscicelli, Ludden, and Cooper, 2016). 

Businesses need the community and the environment 

to create economic value. Particularly, the oil industry 

gets all of its raw materials from the environment and 

sells its end products to the consumers who are 

members of the community. The activities of oil 

companies during extraction, processing, and 

transporting negatively impact the environment and 

society through pollution. 

The issue of sustainable business practices took root 

in the 90s.  Bergquist (2020) observed that 

sustainability was largely accepted by business 

corporations in the 1990s though evidence that 

environmental sustainability was not a new concept 

then, exists. The scholar further noted that the need 

for businesses to create economic value for growth is 

quite an old concept. It is only in the 90s that 

unification of economic viability, environmental 

sustainability along with social responsibility occurred 

and business strategy incorporating all the three core 

approaches emerged. Studies by Junior et al. (2016) 

reveal that current that over 96% of the 

organizational leaders worldwide agree that 

sustainable business practices should be part and 

parcel of the companies' business approaches. 

Therefore, business leaders in the oil and gas sector 

must not only worry about the bottom line but also 

address social concerns and carry out environmental 

protection for sustainability (Ibrahim, Hami, and 

Othman, 2019). 

Further to this, the world leaders in a bid to tackle the 

political, economic, and environmental concerns 

affecting the world mooted the idea of sustainable 

development goals in 2012. According to the United 

Nations Development Program, UNDP (2020) world 

leaders ratified sustainable development goals in 

2015 and came into force in 2016.  Among other 

matters, the sustainable development goals 

advocated for climate change and bettering the 

status of the society through education, poverty 

eradication measures, and promoting partnerships 

through causes. The sustainable development goals 

agreed upon by world leaders do not carry the force 

of the law, however, it was left upon individual 

nations to develop the legal framework that would 

guide its implementation in their respective 
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territories. This means that every organization 

operating in a certain country would, by default, have 

to comply with the requirements of the sustainable 

development goals since it is part of the laws 

governing their operations. The demands of the 

sustainable development goals required businesses to 

adopt new ways of carrying out their operations for 

profitability, cost reduction, and economic growth. 

With the advent of sustainable development goals, 

there has been a great focus on the role played by the 

oil and gas industry in environmental degradation 

along with global warming. Additionally, due to the 

concerns of global warming, lobby groups are 

succeeding in shifting the consumers' preference for 

goods manufactured by any firm to those specifically 

produced by firms with a record of environmental 

conservation and social responsibility. 

The oil and gas industry contributes substantially to 

environmental degradation through its exploration, 

production, processing, storage, and transportation 

activities. On the other hand, the demand for oil and 

gas as well as its products are soaring globally. This 

situation portends a challenge to the petroleum 

industry where it has to balance between creating 

economic value out of its businesses by meeting the 

demand for oil along with gas products and positively 

benefiting the society and the environment.  

Mojarad, Atashbari, and Tantau (2018) pointed out 

that major oil corporations in the world are 

responsible for causing major environmental 

disasters thus generating reliability concerns from 

policymakers and trust issues from the public. 

Additionally, there is a significant relationship 

between the oil and gas industry and unsustainable 

business methods (Anis and Saddiqui, 2015). 

Problem Statement 

Sustainable business practices are continually taking 

root in most organizations across the world. This was 

occasioned by the need to tackle the increasing 

sociopolitical, economic, and environmental concerns 

in the world. Globally, businesses are including the 

three core sustainability issues of economic 

feasibility, environmental protection, and social 

responsibility in their business strategies. However, 

studies from several parts of the world indicate that 

the oil sector continually fails to balance between 

environmental, social, and economic variables 

(Mojarad et al., 2018; Ibrahim et al., 2019; Anis and 

Saddiqui, 2015). Consequently, lack balance in the 

application of sustainable business approach make it 

difficult to measure the impact of sustainable 

business practices on the oil sector. Indeed, several 

other studies single out the oil sector as the major 

culprit in environmental degradation despite the call 

for adopting sustainable business practices as a whole 

rather than in part. It is also apparent that most 

studies fail to evaluate the effect of sustainable 

business practices in the oil industry but rather 

choose to focus on the contribution of the oil sector 

towards sustainable approaches to business. 

In the local setting, few studies exist that 

demonstrate the impact of sustainability practices on 

the petroleum sector. A report by the Ministry of 

Energy and Petroleum (2016) pointed out that there 

is a legal framework in place that require 

organizations to abide by sustainable business 

practices. Despite the report by the ministry, a 

research study by Zachary (2018) established that 

most people are not aware of the social responsibility 

of organizations while most managers possess barely 

enough knowledge of the concept of sustainable 

business practice. This indicated that there was a gap 

in the literature that this study sought to fill. In light 

of this finding, it was necessary to carry out a study 

that evaluates the impact of sustainable business 

practice on Kenya’s petroleum industry. Given that 

the National Oil Corporation of Kenya was the only 

state company licensed to carry out upstream 

activities along with midstream and downstream 

petroleum activities, this study focused on the 

company. 
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LITERATURE REVIEW 

Sustainable Business Practices 

Sustainable business practices are a three-pronged 

business strategy encompassing economic viability, 

social responsibility, and environmental sustainability. 

An article from the International Trade Center (2019) 

stated that the three variables of sustainable business 

approaches are interconnected. For instance, the 

social aspect of sustainable business practice brings 

together human resources, the community, and 

opportunities. On the other hand, the economic 

factor touches on profits, costs, and growth. The 

environmental variable encompasses prudent 

resource utilization, reversing climate change, and 

pollution, as well as promoting environmental 

conservation. 

Stakeholder Theory 

The study is based on the stakeholder theory. The 

model holds the claim that the spirit of business lies 

in building relationships and creating benefits to its 

stakeholders (Freeman and Dymitriyev, 2017). The 

stakeholders of an organization include any individual 

with the capacity to affect the performance of the 

organization and individuals who are affected by the 

firm’s achievement of its organizational goals (Ngugi 

and Kihara, 2019). Particularly, the firm’s main 

stakeholders include the firm’s human resources, 

customers, shareholders, and the community 

(Freeman and Dymitriyev, 2017). The theory is 

relevant to the study since it focuses on the 

interdependence and connectedness of the pillars of 

sustainable practices.  

Environment Sustainability in the Oil Industry  

The activities of the oil sector contribute directly to 

environmental degradation. Globally, various studies 

pointed out that the lack of sustainable business 

practices in the sector contributes significantly to 

poor environmental sustainability. Anis and Siddiqui 

(2015) pointed out that though big oil corporations 

like Shell adopted the profit, people, and planet 

policies in their operations, there was evidence that 

the economic gains of an organization outweigh the 

environmental sustainability practices adopted by the 

same organizations. This implies that the gains oil 

companies get from the environment are more than 

the benefits the same organizations invest in the 

environment. This revelation calls for a deeper 

analysis to establish the reasons why oil companies 

seem to apply the business sustainability approaches 

in part rather than in full. There is an apparent gap in 

studies that fail to address the effect of sustainable 

business approaches in the global oil industry. 

A study carried out in Iraq by Ibrahim et al (2019) 

established that the Iraqi oil sector significantly 

ignored environmental sustainability and focused on 

economic viability and less on social responsibility. 

The scholar ascertained that the cost of failing to 

protect the environment negatively impacted the 

performance of the oil industry in the long run. This 

appears to be the trend in most other oil-producing 

countries in the world. For instance, China appears to 

have stronger legislation on environmental 

degradation targeting its oil companies but evidence 

exists that few oil firms comply with the existing laws 

hence the widespread environmental degradation in 

the region (Shim, 2015). Another study by Schleifer 

and Sun (2018) targeting the palm oil industry in 

China and India corroborated the findings of the 

earlier studies that the oil industry always chooses 

profits over environmental conservation. Further to 

this, a study carried out by Mojarad et al. (2018) 

found out that most organizations ignored 

environmental sustainability and only took it up when 

the organization was financially stable. 

Regionally, environmental protection in the oil 

business is not keenly observed. A study by Akali and 

Imam (2016) established that the Nigerian oil sector is 

plagued by corruption which inadvertently focuses 

more on economic value rather than benefitting the 

environment. The Nigeria oil sector contributes 

significantly to environmental pollution, ecosystem 
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modification, poor solid waste management, and 

depletion of fish resources. The impact of ignoring 

the environment had cost implications for the 

operations of the Nigerian oil firms. 

The studies analyzed in this section revealed that 

there is an imbalance in the application of sustainable 

business practices where environmental protection 

was viewed as unimportant. The stakeholder theory 

disputes this practice by claiming that none of the 

business stakeholders should be ignored since they 

are proportionately important to the organization 

(Freeman and Dymitriyev, 2017). 

Social Sustainability in the Oil Industry  

Sustainable business practices in the oil sector require 

that the industry players plow back a considerable 

amount of their revenues towards sustaining the 

community. Indeed, a study carried out in Kenya by 

Bos and Gupta (2015) established that social 

sustainability requires the oil sector players to employ 

staff from the community around their business 

premises, invests in social development projects to 

benefit the community, and encourage public 

participation in policy formulation. The scholars 

focused on the cost implications of social 

sustainability which if not well managed can affect 

the performance of the oil firm.  

Globally, upstream, midstream and downstream oil 

activities have social consequences that must be 

addressed by oil companies. Ascensão et al. (2018) 

noted that Chinese companies involved in large scale 

infrastructural projects that support oil exploration, 

extraction, refinery, and transport frequently fail to 

consider the social pillar of business sustainability 

practices. Consequently, the impact of such an 

omission threatens the long term sustainability of the 

business. Conversely, in Oman, a study established 

that oil companies who chose oil suppliers in 

compliance with the government's directive on social 

sustainability guidelines realized diminishing business 

risks (Rentizelas, 2018).  The evaluation by Ascensao 

et al (2018) focused more on large infrastructural 

projects and gave minimum attention to the issues of 

the oil industry. However, the analysis provided by 

the authors regarding the social sustainability in the 

oil sector is relevant to the study. The findings of the 

studies analyzed in this section are in line with the 

premise of stakeholder theory. The model requires 

organizations to develop meaningful connections 

with its immediate environment and the society for 

its to be able to generate profits that boosts its 

sustainability. 

Studies indicate that a Poor social sustainability 

approach can trigger conflicts between the 

community and the oil company hence affecting the 

operations of the firm (Nanok and Oyango 2017; Anis 

and Siddiqui 2015). Additionally, the activities of oil 

exploration and production companies are frequently 

affected by disagreements between the political 

leaders and the community with the oil firm thus 

bringing undue interference to operations of the oil 

firm (Mwabu, 2018). Social conflicts deny the oil firm 

access to important resources like workforce and 

limit their access to oil exploration and drilling sites. 

Being a working paper, the analysis provided by 

Mwabu (2018) warrants deeper exploration since it 

captured mostly secondary data in its analysis of the 

social sustainability issue.  

The literature reviewed in the social sustainability 

section was meant to provide answers to key issues in 

the study topic and provide additional evidence that 

justifies the need to carry out the study (Faryadi, 

2018). In that respect, the studies reviewed in the 

section demonstrated insufficient literature that 

exists in the area of the study that warrants further 

investigation. Additionally, the studies provided 

additional information regarding social sustainability 

in the oil sector that adds to the body of knowledge in 

the study. 
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Economic Sustainability in the Oil Industry 

Firms in the oil sector focus more on the economic 

pillar more than the social and environmental pillars 

of sustainable business practices. A study in Iraq 

established that firms in the oil sector-focused more 

on profitability, cost reduction, and the organization's 

economic growth without putting many investments 

in the other two pillars of sustainability (Ibrahim et 

al., 2019). However, several studies dispute this 

finding. For instance, a study by Rentizelas et al. 

(2018) established that firms that invest in 

environmental and social pillars of sustainable 

practices were able to bring down their operating 

costs by a significant percentage. Further to this 

point, a study by Ngugi and Kihara (2019) found that 

multinational firms like Shell BP had higher operating 

costs due to the failure to institute sustainable 

business practices resulting in to decrease in profits.   

A well utilized economic pillar can lead to sustainable 

growth (Anis and Siddiqui, 2015). However, this can 

only be achieved if firms in the oil sector utilize 

resources prudently, and meet the social needs of the 

community. An analysis of Iraq’s petroleum sector 

established that it generates most of the country’s 

revenues. This overreliance on the revenues from the 

oil sector has instead led to poor environmental 

management due to factors like pollution and 

environmental degradation while the social aspect is 

taken care of by the improved employment activities 

in the country (Anis and Siddiqui 2015). 

organization in the petroleum industry is able to 

realize profits in its operation when the reduce the 

overhead costs. A study by Small (2017) established 

that organizations that put in place proper 

management strategy which includes sustainable 

business practices is able to make profits by reducing 

the overhead costs. This finding is important since it 

provides evidence that supports the study. The 

stakeholder theory provides the basis within which an 

organization can generate profits by building 

relationships with all the stakeholders in the business. 

This includes the society as well as the environment. 

METHODOLOGY 

The study employed descriptive survey research 

design. The purpose of the study was to determine 

the impact of sustainable business practices on the 

performance of oil industry in Kenya. Target 

population included senior level management officers 

at the National Oil Corporation of Kenya (NOCK). A 

total of 50 employees participated in the study. These 

respondents were drawn from diverse organization 

departments including; marketing, corporate affairs, 

research & development, operations and logistics 

divisions. The key areas of interest for research 

included; examination of social, economic, and 

environmental sustainability on the performance of 

oil industry. The respondents were drawn from 

strategic offices which were directly involved with the 

determination and implementation of sustainability 

strategy. As such the group was selected to offer 

insight on the role of sustainable business practices 

on the performance of Kenyan oil sector. Structured 

questionnaire was used as the tool for data 

collection.  

The questionnaire was split into four sections, which 

included; environmental sustainability, social 

sustainability, economic sustainability and oil industry 

performance. Linear regression test was performed 

seeking to evaluate the underlying association 

between independent sustainable business practices 

variables notably; environmental sustainability, social 

sustainability, economic sustainability versus 

dependent variable, oil industry performance. 

RESULTS 

Regression Analysis 

The study performed a multivariate regression test 

between sustainable business practices factors verses 

performance of the oil industry.   
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Table 1: Model Summary  

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .841a .707 .692 .22611 
a. Predictors: (Constant), Economic sustainability, Environmental sustainability, Social sustainability 

 

The results in table 1 highlighted the model summery 

of the regression test between sustainable business 

practices factors and the performance of oil industry. 

The test recorded an R-value of 0.841 and R-square 

value of 0.707.  The results indicated that a strong 

positive correlation (R = 0.841) exists between 

sustainable business practices notably; environmental 

sustainability, social sustainability and economic 

sustainability and performance of oil industry. The 

results also showed that sustainable business 

practices factors; environmental sustainability, social 

sustainability and economic sustainability accounted 

for 71% of variability (R2 = 0.707) in performance of 

oil industry. The results also implied that, 30% of 

variability in the performance of oil industry is 

attributed to factors external to sustainable business 

practices.  

Table 2: Analysis of Variance (ANOVA)  

Model Sum of Squares df Mean Square F Sig. 

1 Regression 7.519 3 2.506 49.023 .000b 

Residual 3.119 61 .051   
Total 10.638 64    

a. Dependent Variable: Oil industry performance 

b. Predictors: (Constant), Economic sustainability, Environmental sustainability, Social sustainability 

 

The results in table 2 presented the Analysis of 

variance results for the test between sustainable 

business practices. The test computed F-statistic, F (3, 

61) = 49.023 with a p-value of 0.000 (p < 0.01). First, 

the ANOVA results certify that there exists sufficient 

difference between the grouped independent 

variables for sustainable business practices factors 

and the performance of oil industry. Secondly, the 

test certified that there exists significant statistical 

association between sustainable business practices 

notably; environmental sustainability, social 

sustainability and economic sustainability and 

performance of oil industry which was significant at 

0.01 significance level.  

Table 3: Coefficients Results 

Model Unstandardized Coefficients Standardized 
Coefficients 

t Sig. 

 B Std. Error Beta   
1 (Constant) .293 .345  .850 .000 

Environmental 
sustainability 

.049 .087 .052 .560 .008 

Social sustainability .225 .103 .221 2.178 .003 
Economic sustainability .651 .083 .665 7.837 .000 

a. Dependent Variable: Oil industry performance 
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The results in table 3 presented the coefficients table 

for the influence of sustainable business practices on 

the performance of oil industry in Kenya. The 

coefficients beta results will assist in developing the 

study model, which is; Y = α + β1X1 + β2X2 + β3X3 + έ.  

Where: Y = performance of oil industry, α = constant, 

β1,2,3  = beta coefficients for sustainable business 

practices factors, X1= environmental sustainability, 

X2= social sustainability, X3= economic sustainability 

and έ=  standard error. 

The results in table 3 deduce the model:  Y = 0.293 + 

0.048* X1 + 0.225* X2 + 0.651* X3 

The results implied that for every unit change 

recorded in environmental sustainability a 0.048 

unit’s change will be recorded for the performance of 

oil industry. Also, a unit change in social sustainability 

will trigger 0.225 units change in the performance of 

the oil industry. Finally, the results deduced implied 

that for every unit change in economic sustainability 

will trigger 0.651 units change in the performance of 

oil industry.   

DISCUSSION 

On environmental sustainability and the performance 

of Oil Sector, the study established that 

environmental sustainability is a critical element 

within the purview of oil industry. All variants of oil 

products including; crude deposits, kerosene, diesel, 

petrol, lubricants and Liquefied Petroleum Gas have 

direct impact on the wellness of the environment. 

Upstream oil industry activities that involve the 

extraction of oil from the ground, employ heavy 

machinery and equipment. These activities result in 

causing a lot of environmental degradation. The 

findings in this study indicate that crude oil and 

natural gas extraction from the earth surface has a 

negative effect on the environment. These findings 

are supported by past studies notably; Akali and 

Imam (2016), Mojarad et al. (2018) and Shim (2015) 

all identified the extreme impact of oil and gas 

extraction processes on the environment. The study 

similarly establishes the lack of effective sustainable 

operational programs in the downstream activities for 

the oil sector. Cumulative effect of both upstream 

and downstream oil industry activities has resulted 

into destruction of the environment and also 

affecting the quality of air attributed to exhaust 

fumes and chemical emissions from oil industry 

agents. 

On social sustainability and the performance in the 

Oil Industry, the study established that social 

sustainability commitments by petroleum companies 

wield an effect on the overall performance of the oil 

sector. This finding is supported in the study by Bos 

and Gupta (2015) who identified the responsibility of 

the oil industry within the communities in which they 

operate. The study establishes that oil companies 

efforts directed towards improving the wellness of 

community, such as providing the communities 

essential services such as; access to clean water, 

education and healthcare. The study establishes that 

existence of comprehensive department specifically 

dealing with issues of corporate social responsibility 

(CSR) significantly boosted oil companies social 

sustainability activities. Also, the effect of CSR in 

developing solutions that compensate the excessive 

negative effectives of oil industry upstream and 

downstream operations will require instituting long 

term programs for uplifting the community.  

On economic sustainability and the performance in 

the Oil Industry, the study established that economic 

factor in oil sector is heavily influenced by operational 

costs. Traditional upstream and downstream 

technologies utilized in the oil sector are extremely 

costly. This is attributed to the heavy nature of 

infrastructure required to facilitate the extraction and 

transportation of oil products. Similarly, considerable 

operational costs are allocated to human resources 

directly involved with upstream and downstream 

activities. The study establishes that integrating 

sustainability with oil sector operations will require 

massive investments in all sections of the operational 
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chain. This will also include retraining of the human 

capital into modern technologies for sustainable 

operational processes. This finding is supported in 

studies by Anis and Siddiqui (2015) and, Ngugi and 

Kihara (2019) who acknowledged the cost aspect for 

investing in sustainable operations within the oil 

industry.  

CONCLUSION AND RECOMMENDATIONS 

The study concluded that the future of oil sector 

operations lies with the adoption of sustainable 

operational practices across the three pillars of 

environmental, social and economic sustainability. 

Technologies utilized in upstream, midstream and 

downstream operations, have heavily contributed 

towards degradation and destruction of the earth 

surface, environment and the atmosphere. Investing 

in modern greener centered technologies for 

upstream to downstream oil sector operations will be 

the best approach towards reversing the impact of 

destructive oil sector operations. The study 

concluded that total technological shift will require 

reinstallation of sustainable greener operational 

infrastructure for the oil sector. In addition, increased 

research and capacity development will be vital in 

driving adoption of sustainable business practices 

within the oil sector.  

The study made the following recommendations; 

 Technology change in upstream, midstream and 

downstream operations of the oil sector 

operations from the current old systems used in 

crude oil extraction, refining and transportation 

into modern systems. 

 Investment in research by oil companies towards 

development of cleaner and more effective 

operational models for upstream to downstream 

operations. 

 Increasing funding by oil companies towards the 

expansion of corporate social responsibility 

programs. Boosting CSR programs through 

increased funding will enhance oil companies’ 

efforts of giving back to the community by 

enhancing community wellness through 

education, healthcare and social programs. 

 Introduction of regulatory policies by government 

that set limitations to carbon emissions by oil 

companies in all upstream to downstream 

operations. In addition, regulatory policies which 

include taxation guarantees should be introduced 

to compel oil companies commit funding towards 

CSR programs that directly benefit the 

communities in places where they operate. 

 Skills upgrade for personnel working in oil sector. 

Integration of sustainable operational programs 

within oil sector will require more training for 

operating and handling newer systems that are 

environmentally friendly. More skilled personnel 

will also be required to undertake cost cutting 

measures such as adoption of recycling 

techniques, green energy use etc, for oil sector 

operations. 
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