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Summary
his briefing presents an analysis
Tof Shell’s global security expendi-
ture between 2007 and 2009. It
is based on internal financial data from
Shell’s security department leaked
to oil watchdog, Platform. It reveals
for the first time how much Shell has
spent on security, who benefitted
and who bore the risks. In particular,
the data shows the extent of Shell’s
funding for government forces and
other armed groups in Nigeria during
a period of intense conflict in the oil
producing Niger Delta.

The briefing connects Shell’s security
spending to its wider social impacts.
Platform’s analysis refers to US em-
bassy cables and other sources, many
of which are available via an online
timeline of oil conflict in Nigeria. The
focus is on Shell, but the same issues
and recommendations apply to Chev-
ron, ExxonMobil, Eni/Agip and other oil
companies operating in Nigeria.

Download the Shell data:
http://platformlondon.org/wp-content/
uploads/2012/08/Shell-security-spend-
ing-leaked-data-August-2012.zip

Researched and written by Ben Amunwa,
Platform.

Work in oil? Tell us what you know,
in confidence.

Email: info@platformlondon.org
Phone: +44(0)207 403 3738

Platform, 7 Horselydown Lane, London,
SE1 2LN, UK. Charity no. 1044485,
Company no. 2658515
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Cover image: Shell distribution and capping
point in the Niger Delta, Nigeria. Photo by

Adrian Arbib.
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Overview

he scale and impact of Shell’s
Tglobal security expenditure is co-

lossal. Between 2007 and 2009,
Shell spent at least $1 billion on se-

curity. Almost 40% of this, some $383
million, was spent in Nigeria.

The majority of that money went into
securing Shell’s operations in the Niger
Delta region, an area roughly the size
of Scotland. In 2008 alone, Shell spent
more on security in the Delta than in

the Americas, EU and Russia combined.

The $383 million Shell spent in Ni-
geria is an underestimate. It does

not include expenditure on the Shell-
operated Liquefied Natural Gas (LNG)
plant in Bonny. Nor does it include

an estimated annual $200 million of
‘community development’ funds, which
are frequently distributed to groups
that threaten Shell’s operations, spark-
ing serious violent conflicts.?

The leaked data covers all four Shell
companies in Nigeria. However, Shell

Figure 1. Shell Global Security Spending 2007-2009
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is only a minority shareholder in both
of its two joint ventures in Nigeria. It
holds 30% in Shell Petroleum Devel-
opment Company and 25.6% in the
Bonny LNG plant. The other sharehold-
ers in these joint ventures are Total,
Agip and the Nigerian National Petro-
leum Corporation, all of which con-
tribute towards their share of security
costs. These contributions are not in-
cluded here and would have more than
matched Shell’s security expenditure.

Conflict in the Niger Delta has turned
oil company security spending into a
bottomless pit. In 2008, as regular at-
tacks on oil infrastructure helped drive
world oil prices to a historic $147 per
barrel,? Shell’s security expenditure in
Nigeria rose by $53 million on 2007
levels, or 56%.

ﬁ N JOINT VENTURE
B

After the oil price collapsed in late
2008, Shell reportedly made budget
cuts of $300 million in Nigeria, due to
high security costs and political risks.3
Despite questions over the effective-
ness of Shell’s security arrangements
(see p. 11), Shell’s security spending
only took a modest 5.5% cut of $8
million in 2009 and remained relatively
high at an estimated $140 million.4 As
Shell CEO Peter Voser axed thousands
of jobs globally,5 he continued Shell’s
regular payments to government forces
in Nigeria who exacerbated the conflict
and proved incapable of protecting
Shell’s facilities and personnel.
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International impacts

In 2008 Shell’s security spending
spanned a selection of repressive and
undemocratic regimes. Although the
leaked data was collected from many
of the countries where Shell operates,
some Shell subsidiaries did not report
their security costs to the parent com-
pany in this period.®

In the Middle East and North Africa
(MENA) region, Shell had a significant
presence in Syria, Egypt, Libya and
Oman from 2007 to 2009. Shell’s secu-
rity spending of $8 million deepened
its controversial ties to dictatorships,

in particular the Assad regime in Syria.
Shell was the largest foreign investor in
Syria until it withdrew in December 2011
after a public campaign highlighting
Shell’s payments to Assad.” The com-
pany is also the largest foreign investor

in Oman by a wide margin, with close
relationships to the Sultan’s regime.

Shell’s MENA security spending also
covered Kazakhstan, where police forces
shot and killed scores of oil workers
protesting against state oil company,
KazMunaiGas (KMG) in Zhanaozen on
17 December 2011. Thirteen oil workers
were jailed for up to seven years, in-
cluding a mother of four children. Shell
currently maintains a close partnership
with KMG on the Kashagan oil extrac-
tion project.®

Given that around 30% of Shell’s bud-
get was spent on ‘Third parties’ such as
government forces, there are significant
concerns about the social impact of
Shell’s global security spending.

Figure 2. Shell Global Security Spending by Region 2008
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Risks and benefits

hell’s global security spend was
S broken down into six categories:

staff costs, capital expenditure
on fixed assets (for example prop-
erty, vehicles or equipment), private
contractors (such as G4S), third par-
ties, severance pay and ‘Other’ costs.

Below is an examination of what some
of these categories meant in practice.

‘Third parties’

Approximately a third of Shell’s global
security budget in 2008, or $99 mil-
lion, was spent on third parties. This
was double what the company spent
on its own security staff. Examples

of third parties include government
forces in Nigeria. Shell’s vast opera-
tions in the Niger Delta are guarded
by over 1,300 government forces,

including 600 police and Mobile Po-
lice, known locally as the ‘kill and go’
and 700 soldiers from the Joint Task
Force (JTF), a combination of the army,
navy and police.? Shell also maintains
a 1,200-strong internal police force,
called ‘supernumerary’ or SPY police,™
plus a network of plainclothes infor-
mants.*

Shell has supplied these government
forces with gunboats, helicopters,
vehicles, food, accommodation, satel-
lite phones, stipends and large-scale
funding throughout years of conflict in
the Delta region.’? US embassy cables
suggest that Shell was a major funder
behind the deployment of 350 JTF sol-
diers ‘at or near’ Shell facilities in the
western Delta when the JTF was

Figure 3. Shell Global Security Spending by Category 2008
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established in 2003. Shell is thought
to have contributed approximately

$7.5 - 15 million towards the JTF’s ‘Op-

eration Restore Hope’ in and around
the crisis-torn city of Warri, where

thousands were displaced and an esti-

mated 500 people killed.”

A significant amount of Shell’s fund-
ing appears to have been channelled
via senior military officials. A 2009
report by conflict resolution experts
at Coventry Cathedral claimed that JTF

General Elias Zamani, who was in com-

mand from 2003 to 2006, charged oil
companies an unaudited ‘stipend’ that

included “fuel, stores and [an] estimat-

ed N4o million [$258,000] per month
in cash”.®® US cables suggest that
Shell paid the JTF’s charges, providing
ample opportunities for corruption.”

By 2009, Shell’s total support for gov-
ernment forces in Nigeria reached an

"o

Nigerian soldier guarding oil pipelines in the
Niger Delta.:"Photo by George Osodi.

estimated $65 million.*® This is a stag-
gering transfer of company funds and
resources into the hands of soldiers
and police known for routine human
rights abuses.

Shell’s continual support for the JTF ex-
posed the company to potential liabili-
ty for involvement in human rights inci-
dents. In mid-September 2004, the JTF
attacked the village of Oru Sangama
using helicopter gunships and speed-
boats. According to writer and jour-
nalist Peter Maass, two civilians were
reported killed and many houses were
looted and burned to the ground. Sol-
diers hired and paid by Shell to guard
the nearby Soku gas plant were alleg-
edly involved in the attack.”

Shell also risked involvement in sys-
tematic raids on local communities.
One such raid was in Gbaramatu area
in the western Delta. As several

7
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communities gathered for an annual
festival on 13 May 2009, the Nigerian
military launched large-scale attacks
using helicopter gunships and a land
offensive. Their target was the nearby
Camp Five, base of militant leader,
Government Tompolo. After several
weeks of attacks, the impact on local
residents was severe. The US State
Department reported that “tens of
thousands of persons were either
displaced or lost their livelihoods as
a result of the attacks”. The number
of casualties was unconfirmed. The
JTF closed the waterways, preventing
movement in and out of the area.*

Throughout these attacks and others
like them, Shell provided tens of mil-
lions of dollars to the JTF and relied on
JTF soldiers to guard its oil facilities.
Instead of holding government forces
to account by ensuring that abuses
were properly investigated and appro-
priate punishment or disciplinary ac-
tion taken, Shell rewarded the JTF with
lucrative funding and support.

‘Other’

In 2008, ‘Other’ accounted for over
40% of Shell’s global security spend-
ing. At $127 million, it was by far the
largest category of expenditure. Figures
from 2009 indicate that Shell spent
$75 million on ‘Other’ security costs in
Nigeria, $10 million more than it spent
on ‘third parties’ that year.!

Where did the money go? Getting an
accurate answer is difficult, since even
staff inside Shell’s security department
have been kept in the dark. A source

familiar with the matter told Platform
that: “There wasn’t much transparency
in where exactly it was being spent.”2?
The internal secrecy surrounding such
spending suggests that the security de-
partments of Shell’s subsidiaries around
the world are refusing to disclose the
basic details of major expenditures.

In Nigeria, there is evidence that in-
dicates Shell used this ‘Other’ budget
for a range of questionable purposes.
According to US embassy cables in
2003, Shell and Chevron made direct
payments to individual armed militants
in the Warri area on average amounting
to $300 per month.>3 This was enough
to sustain each militant with “qual-

ity weapons” and supplies for several
weeks.?* The number of militants who
benefitted from such payments is
unknown, however similar oil company
practices are considered to have been
widespread.? These payments have
added fuel to the fire of intense con-
flict between rival militant groups and
government forces.

Oil companies have regularly made
‘stay-at-home’ payments to armed
groups to forestall actual or threatened
attacks on infrastructure as well as
intermittent cash payments for the re-
lease of hostages. Shell frequently uses
payments and contracts to pacify armed
groups and to regain access to oil facili-
ties closed or damaged by the conflict.
These corporate practices have become
a central part of the conflict dynamics in
the Delta, leading to “the killing and dis-
placement of thousands of local people”
in ethnic and communal conflicts.?
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A recent report by Platform found
that Shell’s routine payments to
armed groups exacerbated human
rights abuses. In Rumuekpe town, a
main artery of Shell’s eastern opera-
tions, Shell was involved in a conflict
between several armed gangs from
summer 2005 to November 2008.
Throughout that time, the company
made regular visits to the community
and allegedly paid whichever faction
controlled access to the area. The Ru-
muekpe crisis resulted in the complete
destruction of the town. Community
members estimate that at least 60
people were killed.?”

The scale of Shell’s ‘Other’ budget
highlights significant gaps in the audit-
ing of the company’s global expendi-
ture. Senior executives at Shell Inter-
national appear to have turned a blind
eye to unexplained security expendi-
ture of $75 million in Nigeria, during
violent conflict in the Delta in 2009.

Contractors

Shell’s provision of $35 million for
security contractors was a substantial
10% of its global security budget in
2008. This expenditure can be subdi-
vided into local and external security
contractors and consultants.

Local

There are between 1,500 to 2,000
private military and security companies
(PMSCs) in Nigeria, employing over
100,000 people.® Shell’s use of lo-

cal security contractors raises similar
issues to its ‘Other’ budget. Between
2003 and 2011, independent inves-

tigations by Shell consultants WAC
Global,? Amnesty International,> the
Financial Times,?* and Platform3? have
all highlighted that Shell has exacer-
bated conflict by awarding contracts
to groups responsible for or linked to
human rights abuses in the Delta. A re-
cent study by the Wilson Centre, stated
that “these contracts often end up in
the hands of the very groups respon-
sible for attacks on oil facilities”.3

Speaking at an event in London in
February 2012, the Managing Director
of Shell Nigeria, Mutiu Sunmonu told
the audience that:

“you do not know who is a militant
and who is a genuine contractor.
So there could be cases in the past
where you have thought you were
employing, you know, a genuine,
bona fide contractor, and yet he is
probably a militant or a warlord.”’34

Shell’s responsibilities under the UN
Guiding Principles on Business and
Human Rights are simple. The com-
pany has a duty to avoid human rights
violations regardless of how chal-
lenging the ‘external environment’. In
conflict-zones like the Delta, this duty
requires heightened “due diligence”
and enhanced preventative measures
to ensure that company payments do
not worsen armed conflict and human
rights abuses.

The problem is further compounded
by the Nigerian government’s imple-
mentation of local content policies
that have pushed oil companies to do
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more business with local community
contractors. The government and the
oil companies have failed to ensure

that these security contractors meet

basic human rights standards.

External

As security contracts dried up in
Afghanistan and Iraq, western PMSCs
flocked to the oil fields of the Niger
Delta. Control Risks Group, Erinys,
G4S, Saladin Security and Executive
Outcomes are among the UK-based se-
curity companies who have benefitted
from contracts in the Delta.?® A source
in the security industry told Platform
that the primary interest of these firms
was “seeking their next contract in Ni-
geria”.3” Rather than helping to resolve
conflicts, these PMSCs are accused of
hardening military security.3®

Under the Nigerian Private Guard
Companies Act 1986, PMSCs operat-
ing in the country are prohibited from
carrying arms. However, some have
been implicated in the excessive use
of force.3> PMSCs guarding oil compa-
nies are embedded within armed JTF
and Mobile Police units. In theory, this
gives oil companies an extra layer of
control over unreliable government
forces. In practice, this has been prob-
lematic. Troops guarding oil facilities
receive instructions from oil companies
and PMSCs at the same time as tak-
ing orders from their commanders.4°

It is unclear where corporate respon-
sibility ends and government control
begins. Regardless of what company
guidelines say about the use of force,
soldiers and police follow government
orders and companies may be held
responsible for abuses.
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Conclusions

Apart from its colossal scale, what is
striking about Shell’s security spend-
ing in Nigeria is its ineffectiveness.
Shell spent many millions of dollars
each year on government forces who
failed to provide the company with
adequate security.

It is no surprise the US government

observed that Shell’s over-reliance on
military forces created “serious inter-

nal friction” at the company.4* As early
as 2003, Shell and Chevron dismissed
the performance of the JTF as “under-
whelming”.4? In August 2011, a current

Armoured patrol boat moored at Shell’s Bonny
LNG facility. Photo by Anonymous.

/I{
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Shell manager in Nigeria told Platform
that the military was “a total disap-
pointment”. In his view:

“the amount of money we are
spending on these soldiers, if we
take 10 per cent of it and spend it on
the communities, then when they
wake up every morning, they will
say ‘Shell, it will be well for you’ ”.43

Shell should focus its resources on
ensuring government forces are held
accountable for wrongdoing, cleaning
up decades of pollution and provid-

. ‘38 sk
VS 4
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ing redress to the victims of abuses.

Instead, Shell’s security spending has:

» reinforced the impunity enjoyed
by human rights abusers;

» enabled indiscriminate military
attacks;

» hardened the ongoing militarisa-

tion of the Delta;

» exacerbated communal conflicts
and become a potent force in
conflict dynamics;

» exposed the company to poten-
tial liability for aiding interna-
tional crimes.

Soldiers, militants and PMSCs have
benefited from Shell’s vast flows of
security spending in Nigeria, while
local residents have been routinely
killed, tortured or displaced. Shell’s
security expenditure has also sup-
ported repressive regimes across the
MENA region, including Syria.

The leaked data highlights struc-
tural flaws in Shell’s global auditing.
Opaque accounting and internal se-
crecy has kept Shell’s security spend-
ing from scrutiny. Shell should fully
disclose line item reporting of all
payments it makes to the Nigerian
government, police and armed forces
in its budget and published financial
statements. As a former company
manager put it:

“the only way for true transparency

is to reconcile Shell’s spend in
security with who was paid.”*

Every payment Shell makes in Nige-
ria should be linked to a clearly and
accurately recorded transaction. If
there is a risk that cash payments and
contracts could go to armed groups or
worsen conflict, Shell must stop the
transaction. If Shell is to avoid liability
for human rights abuses and corrup-
tion, hiding such payments is not a
sustainable option. Shell shareholders,
home governments, company staff,
NGOs, activists and local communities
all play a crucial role in demanding an
end to these harmful practices.

For further recommendations to a
range of stakeholders visit:

http://platformlondon.org/wp-content/
uploads/2012/08/12.08.02-Dirty-Work-
Recommendations.pdf

12
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