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Abstract 

This paper looks at oil Independents, and potential disabilities on organizational 

performance which may arise when internationalization is contemplated.  The evidence 

used is field work based, and uses sub-samples of British and North American oil 

Independents.  It is argued, on the basis of grounded evidence, from field work 

interviews, that companies which do not internationalize, may be constrained by resource 

weaknesses, rather than by satisfactory strength within domestic territories alone. 

 

These weaknesses may rise from an unwillingness to confront the ambiguity of rules, 

regulations and mores of non-Western countries. Personal attitudes, beliefs, political 

affiliations, spheres of influence, and so on, may be more important to success in non-

Western territories, than more familiar notions of business strategy and organizational 

competence.   This is because, in the ‘non-ideal’ functioning of the non-Western context, 

decisions are relationship based, rather than based on formal modes of selection.   

 

It is shown how Independents have an advantage over Majors in decision-making speed, 

the authority to commit, the seniority of personnel and the establishment of relationships. 

This translates into relative success in applying for licenses in non-Western countries. 

Because of such capabilities, the Independents are more able to target non-traditional, 

under-explored overseas areas.  Indeed, they display an active willingness to engage with 

countries in which they will encounter relatively high political and/or security risks (e.g. 

as rated by the IMF Political Stability index).   
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1. Introduction 

 

The main general argument of this paper is that the critical factors which determine 

successful firm performance are dependent upon the context in which they are applied.  

Given this, critical success factors vary from context to context.   The paper is empirical, 

and aims to explore this argument in an extended fashion.  Our results are based upon the 

experience of independent oil companies (‘Oil Independents’ or simply ‘Independents’) 

in differing nation state contexts, be they Western or Non-Western.  We would hold that 

when drawing comparison between these settings, differences in bureaucratic procedures 

result in their being no absolute measure of performance itself; consequently the most 

appropriate measure is based on the evaluations and judgements of the Independents 

themselves.   

 

Following Bazerman (2005), our focus leans to the prescriptive.  This leads to our 

emphasis on what a firm can, rather than cannot, do in a particular context.    In our 

terminology, we examine whether an approach vector is more successful in one context 

compared to another.  Success of the firm, in the research herein, is gauged by an 

Independent being granted a licence to access the relevant resources held by the State.   

 

Whilst our approach relates to recent developments of contingency theory, Reid and 

Smith (2000), Reid and Powers (2005), Stewart (2005), ours is better adapted to rapidly 

changing environments, and indeed goes beyond a narrow interpretation of environment.   

Thus the emphasis of our work is similar to that of Pye and Pettigrew (2005) in its focus 

on ‘context’ rather than on environment.  Collins (1998), for example, speaks of the 

importance of looking at organisational change with respect to the wider social context 
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rather than just the business environment.  Viewed in that way, we are generalising 

contingency theory. 

 

The Independents are not heavily researched, though see McKie (1960) and Landau 

(1977), but even to-date, there is no research, either in the specific petroleum industry 

literature, or in the growing SME literature, that specifically identifies the strengths and 

weaknesses exhibited by SMEs in negotiation scenarios.  Yet strength in negotiations has 

been noted as a feature central to Independents’ ability to ‘cultivate their connections’ 

with foreign governments (The Economist, 1998).  Here, we aim to break new ground. 

 

The primary research method we have chosen is the field work method.  Data was 

obtained through face-to-face interviews, whenever possible (Stewart, 2005).  The study 

utilised both qualitative and quantitative tools, since this is often recognised as a superior 

method for attaining rich detail from fieldwork (Miles and Huberman, 1994, p.40).  

Choice of interviewee (Technical Director/CEO) was made following an analysis of 

company annual reports.  The manager recorded as holding the longest period of tenure 

in the firm was contacted.  A semi-structured interview instrument was used to gather 

qualitative and quantitative data, with the agenda being: strategic decision making; 

utilisation of contractors; negotiation; and international strategy, Stewart (2005, 

appendix).  Each interview lasted an average of 1 ½ - 2 hrs. 

 

For the British population of relevant firms, the oil Independents sampled were those 

British and Irish Exploration and Production (E & P) companies listed on the London 

Stock Exchange (LSE) as of 31 October 2003.  A market capitalization of £10m. was set 

as the threshold for inclusion.  In total, twenty one publicly quoted companies were found 

to fit the criteria.  Of these, fourteen consented to be interviewed (67%).  An independent 

samples t-test of the difference in the mean values of market capitalization was used to 

test how representative the sample was.  This gave the result (t = 0.257; prob value = 

0.799), suggesting that the sample is indeed representative. 
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For triangulation purposes, a sample of International Drilling contractors was also 

interviewed.  The sampling frame was of Drillers listed in the International Association 

of Drilling Contractors (IADC, 2003).  Of the thirteen contractors contacted, seven 

agreed to be interviewed.  Finally, a postal questionnaire was sent to fifty five North 

American (US and Canadian) Independents listed on the New York Stock Exchange.  A 

series of key questions from the semi-structured interview schedule was extracted and 

used in a two page postal questionnaire.  Twelve questionnaires were returned (22%).  

This sample too was found to be representative using a t-test on means of market 

capitalisation (t-statistic = 0.434; prob value = 0.666). 

 

The structure of this paper is as follows.  It has two main (but inter-related) themes.  First 

(Section 3), how is performance linked to context.  Second (Section 4), why do 

Independents internationalise?  These issues are addressed using new primary source 

data, typically obtained in the field, but also by telephone interview and questionnaire.  

This article concludes by focussing on three key issues raised by the empirical analysis, 

the fittingness of the basket-case category, the primacy of the establishing of 

relationships in the Non-Western contexts, and the ramifications of political risk and 

corruption (the latter illustrated by a case study). 

 

A few points to be borne in mind, for the purposes of comprehension, throughout the 

reading of this article, are as follows.  First, the distinction between Independents and 

Majors is this: Independents have a predominant focus upon petroleum exploration and 

production alone; whereas Majors possess a ‘global system of production, transport, 

refining and marketing’, Sampson (1975, p. 143).  Second, the fieldwork was undertaken 

under an agreement of limited confidentiality.  We may indeed refer to quite sensitive 

issues, but not all evidence may be attributed to a company, or to a member of a 

company, directly.  In such cases, companies or personnel are anonymous, and we use a 

capital letter or Greek symbol.  Three, the distinction between Western and Non-Western 

is this:  the West is the occident (Europe and North America); the Non-West is the non-

occident.  Thus this distinction is made on geographical grounds.  It allows us to test for 
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negotiating strengths of Independents in two separate macro contexts: Western and Non-

Western governments.  

 

 

2. Successful Negotiation  

 

Negotiation is required in manifold aspects of operations within the petroleum industry.  

Interdependence and conflict are the characteristic stimulants to negotiation (Lewicki and 

Litterer, 1985; Bazerman and Lewicki, 1983), and they are especially evident in this 

industry.   They arise at the corporate / State, stake-holder interface,   and need to be 

reconciled if efficiency is to be attained in the system.  To illustrate the nature of conflict 

and interdependence, nation states guard access to the petroleum resource holding 

territories, but lack exploitation capability, whilst corporations possess the ability to co-

ordinate the necessary labour and capital for resource extraction and value creation, but 

lack access and ownership.  For the exploration and production (E&P) firm, success in 

negotiations with governmental licensing bodies is especially important, if access to 

resources is to be secured.      

 

Negotiation involves reconciling the conflicting interests of opposing parties, in order to 

reach  mutual agreement (Johnson, 1993).  From the perspective of corporate entities like 

the oil Independents, there are three key factors in licensing negotiation that we shall 

emphasise: the Approach, the Content and the Context.  By Approach Factors, we mean 

methods used to channel a firm’s effort to achieve advantageous positions from which to 

proceed to the final bargaining stage (e.g. access to government officials, persistence, 

seniority of government officials).   By Content Factors, we mean those having a bearing 

on the work which (it is proposed) will be undertaken by the Independent.  By Context, 

we mean features of the regimes established by various licensing authorities with whom 

Independents engage.  These three, Approach, Content and Context, are interdependent, 

as illustrated in the schema of Figure 1. 

 

 



 6 

 

 

 

 

 

 

 

 

 

 

 

In the process of license negotiation, as this figure suggests, the behavioural approach 

adopted mediates the negotiation process, which is both determined by, and determines, 

Content and Context.  We have labelled Content Factors as being essentially technical, 

Approach Factors as being essentially behavioural, and Context as being the province of 

the host government.   

 

The approach we adopt implies that negotiation is context bound, and that  specific 

contexts require specific approaches.  Reflecting the  highly international character of the 

oil industry, the context of petroleum licensing negotiations is multi-faceted.  In our 

research, we adapt the work of Salacuse (1991; 2003) in identifying a morphology of 

context.  Thus his key contextual factors,  laws and legislature, bureaucratic systems, and 

culture, are seen as contributing to the government context to which the adopted 

corporate negotiating approach must be sensitive.   Figure 2 indicates how an amalgam of 

licensing agency laws, bureaucratic systems, and culture, combine to create a context, out 

of the overlapping elements and influences from each of these three components, as 

indicated by the three circles, or sets.  Government context is at the intersection of these 

three, and it is this to which the corporate negotiating approach must be sensitive.  Our 

research focuses upon how the negotiating approach is adapted  to the specific context.  

Thus we ask what causal approach factors are most suited to a given context, and 

whether any of the features particular to Independents are part of that approach. 

Content 

(Technical) 

 Approach 

(Behavioural) 

Context 

(Host Government) 

Mediated by 

the 

Fig 1 

Licence Negotiation 
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3.  Approach, Content, Context    

  

Respondents in the field were either talking about factors in Western (viz occidental) or 

Non-Western (viz. non-occidental) settings.  To illustrate, in the case of Behavioural 

Factors, they were asked to rate, from a set of five options (e.g. persistence) their 

influence on a licence being awarded.  Influence was measured on a five point Likert 

scale, with 1 = most and 5 = least important.  A similar basis lay behind data acquisition 

for each of the four parts of this section, approach, content, context and relationships. 

3.1 Approach Factors 

For the Non-Western context, the rankings by importance of the five tested approach 

factors are displayed in Fig 3 and Table 1.  In this context, Accessing the appropriate 

government official is the most important reported factor influencing award of licence.  

This result confirms Salacuse’s (2003) assertion that it is important to target the 

appropriate department and official within the government system.  Seniority of company 

representatives (Kapoor et al, 2001; Marsh, 2001), an anticipated behavioural strength of 

Independents, was also of relative importance.  Use of the same company representatives, 

a further proposed behavioural strength of Independents, was found to be the least 

important approach factor influencing award of licence in Non-Western countries (see 

Fig 3).   

Licensing 

Agency Laws 

Bureaucratic 

Systems 

Culture 
Influential 

Constituents 

The resulting 

Government Context 

to which the Corporate 

Negotiating Approach 

must be attuned 

Fig .2 
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0 1 2 3 4

Mean Rank of Approach (Behavioural) Factors in 

Non-Western Countries

Accessing the appropriate

government official

Persistence

Seniority of company

representatives

Presence of a host-country

national 

Use of the same company

representatives

Most Important                     Least Important

 
 

A Friedman test, 
2χ =17.05, (Prob. value = 0.002), Kendall’s W= 0.328 (Prob. value = 

0.002).   

 

Approach Factors Influencing a Licence being Awarded in Non-Western Countries 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Accessing the appropriate government 

official 

13 1.85 2 1 1.14 1 5 

Persistence 13 2.38 2 Multiple 

modes exist 
1.26 1 5 

Seniority of company representatives 13 3.00 3 3 1.08 1 5 

Presence of a host-country national 

among company representatives 

13 3.85 4 Multiple 

modes exist 
1.41 1 5 

Use of the same company 

representatives 

13 3.92 4 5 1.12 2 5 

 

For Western countries (Fig 4 and Table 2), Persistence is the most important factor 

influencing award of licence.  In contrast to Non-Western countries (Fig 3), Accessing 

the appropriate government official is of negligible importance for the Western context.  

Such a result highlights the need for different approaches in each context.  Whilst 

repeated licence applications are necessary for eventual success within Western 

countries, in Non-Western countries, access to the appropriate government official holds 

greater prominence.  With different approaches required, it is likely that the two contexts 

deviate in their functioning.  This finding accords with existing writings on government 

Table 1 

Fig 3 
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bureaucracy, where the West/Non-West distinction is recognised (Ye, 2003; Peters, 

2001; Beetham, 1987). 

0 1 2 3 4

Mean Rank of Approach (Behavioural) Factors in 

Western Countries

Accessing the appropriate

government official

Persistence

Seniority of company

representatives

Presence of a host-country

national 

Use of the same company

representatives

Most Important Least Important

 

A Friedman test, 
2χ = 8.145, (Prob. value = 0.086),; Kendall’s W = 0.185 (Prob. value 

= 0.086).   

 

Approach Factors Influencing a Licence being Awarded in Western Countries 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Persistence 11 2.18 2 Multiple 

modes exist 
1.08 1 4 

Seniority of company representatives 11 2.45 2 2 1.21 1 5 

Use of the same company 

representatives 

11 2.92 3 Multiple 

modes exist 
1.40 1 5 

Accessing the appropriate government 

official 

11 3.45 4 5 1.70 1 5 

Presence of a host-country national 

among company representatives 

11 3.82 4 Multiple 
modes exist 

1.33 1 5 

 

 

Combination of the British with the North American Independent results (Fig 5), 

confirms the original pattern in Fig 3; namely, that Accessing the appropriate 

government official is the most important approach factor in Non-Western countries.     

Table .2 

Fig 4 



 10 

0 1 2 3 4

Mean Rank of Approach Factors in Non-Western 

Countries (British & North American 

Independents) 

Accessing the appropriate

government official

Persistence

Seniority of company

representatives

Presence of a host-country

national 

Use of the same company

representatives
Most Important Least Important

 

 

A Friedman test, 
2χ = 28.33, (Prob. value = 0.000), Kendall’s W= 0.417 (Prob. value = 

0.000).   

 

 

 

 

 

 

 

 
Approach Factors Influencing a Licence being Awarded in Non-Western Countries 

  (British & North American Independents) 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Accessing the appropriate government 

official 

17 1.82 2 2 1.02 1 5 

Persistence 17 2.12 2 1 1.21 1 5 

Seniority of company representatives 17 3.06 3 3 .97 1 5 

Presence of a host-country national 

among company representatives 

17 4.00 4 Multiple 
modes exist 

1.28 1 5 

Use of the same company 

representatives 

17 4.00 4 5 1.06 2 5 

 

 

Combination of the British with the North American Independent results (Fig 6), 

strengthens the findings of Fig 5.  That is, Persistence is the most significant factor, 

whilst Accessing the appropriate government official and the Presence of a host-country 

national are the least important approach factors in Western countries.     

Table 3 

Fig 5 
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0 1 2 3 4

Mean Rank of Approach Factors in Western 

Countries (British & North American 

Independents)
Accessing the appropriate

government official

Persistence

Seniority of company

representatives

Presence of a host-country

national 

Use of the same company

representatives

Most Important Least Important

 

A Friedman test, 
2χ = 17.85, (Prob. value = 0.001), Kendall’s W= 0.279 (Prob. value = 

0.001).   

 

Approach Factors Influencing a Licence being Awarded in Western Countries 

(British & North American Independents) 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Persistence 16 1.88 1.50 1 1.03 1 4 

Seniority of company representatives 16 2.69 2.5 2 1.30 1 5 

Use of the same company 

representatives 

16 2.71 2 2 1.21 1 5 

Accessing the appropriate government 

official 

16 3.63 4 4 1.46 1 5 

Presence of a host-country national 

among company representatives 

16 4.00 4 5 1.21 1 5 

 

3.2 Content Factors  

 

The Level of commitment to drill is the most important technical factor influencing the 

award of  a licence in Non-Western countries (Fig 7).  Thus, it is seen that governments 

seek assurance that drilling activity will occur.  According to these results, Non-Western 

countries will make awards to those companies for which  the licence will be treated as 

supporting a ‘core’ commitment, in the sense that a work programme will be undertaken, 

and investment made (Hannon, 2004).  This is followed in importance by Financial 

capability.  Non-Western governments seek confirmation that firms have the Finance to 

undertake the planned activity.   

Table 4 

Fig 6. 



 12 

0 1 2 3 4 5

Mean Rank of Content (Technical) Factors in Non-

Western Countries

Level of commitment to drill

Financial capability 

Geological assessment

Rapidity of work

programme

Innovative application of

technology

Most Important Least Important
 

 

 

A Friedman test, 
2χ = 19.73, (Prob. value = 0.001),  Kendall’s W= 0.411 (Prob. value 

= 0.001).   

 

Content Factors Influencing a Licence being Awarded in Non-Western Countries 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Level of commitment to drill (e.g. 

‘Firm’ or ‘Contingent’ well) 

12 1.67 1 1 .89 1 3 

Financial capability 12 2.69 3 Multiple 

modes exist 
1.18 1 5 

Geological assessment (e.g. new play 

idea, lead) 

12 2.83 3.5 4 1.40 1 4 

Rapidity of work programme 12 3.17 3 2 1.19 2 5 

Innovative application or development 

of technology 

12 4.50 5 5 1.00 2 5 

 

 

Similarly to Non-Western countries, in Western countries the Level of commitment to 

drill is the most important content factor influencing the award of licence (Fig 8).  This is 

followed in importance by Geological assessment.  Comparing ranks, Geological 

assessment is of greater influence in the Western (Fig 8) compared to the Non-Western 

(Fig 7) context.  This suggests that more thorough technical analysis is required in 

Western countries. 

Table 5 

Fig 7 
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0 1 2 3 4

Mean Rank of Content (Technical) Factors in 

Western Countries

Level of commitment to

drill

Financial capability 

Geological assessment

Rapidity of work

programme

Innovative application of

technology

Most Important Least Important

 
 

A Friedman test, 
2χ = 12.62, (Prob. value = 0.013), Kendall’s W= 0.243 (Prob. value = 

0.013).   

 

 

 

 
Content Factors Influencing a Licence being Awarded in Western Countries 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Level of commitment to drill (e.g. 

‘Firm’ or ‘Contingent’ well) 

13 1.92 1 1 1.12 1 4 

Geological assessment (e.g. new play 

idea, lead) 

13 2.62 3 3 1.33 1 5 

Rapidity of work programme 13 3.15 3 Multiple 
modes exist 

1.07 2 5 

Financial capability 13 3.31 3 5 1.60 1 5 

Innovative application or development 

of technology 

13 4.00 4 5 1.23 2 5 

 

 

3.3 Context Comparison  

The importance of Approach and Content Factors in Western vs. Non-Western Contexts 

of Table 7 displays results obtained from the intra-firm, cross-country comparisons 

requested in the semi-structured interviews with Independents.  For this question, 

interviewees were asked to compare the two countries (Western and Non-Western) for 

which they had applied for an exploration/production licence.  As Table 7 demonstrates, 

for this comparison, approach / behavioural factors were found to have a greater 

influence upon the awarding of licences in Non-Western (8/10 = 80%), compared to 

Fig 8 

Table 6 
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Western countries (2/10 = 20%).  In contrast, content/technical factors tend to have 

greater influence upon the awarding of licences in Western (7/10 = 70%), compared to 

Non-Western countries (3/10 = 30%).  The strength of this relationship is suggested by 

the fact that there are no companies (0/10 = 0%) that have simultaneously reported 

content factors to be of greatest influence in Non-Western countries, and approach 

factors to be of greatest influence in Western countries.   

 

Relative Factor Influence in  

Non-Western vs. Western Countries 

 
  Content (Technical) Factors  
  Variable 

Box ordering:  

- Count 

- % of Total 

Of greatest 

influence in 

Non-

Western 

Of greatest 

influence in 

Western  

Of greatest 

influence in 

Non-

Western 

3 

30% 

5 

50% 

 

Approach 

(Behavioural) 
Factors 

Of greatest 

influence in 

Western 

0 

0% 

2 

20% 

 

 

The above finding indicates that the Western context is one which more closely 

approximates to the functioning of Weber’s (1947, p.301) ‘ideal’ bureaucracy than does 

the Non-Western context.   

 

3.4 Formal v. Relationship-based Selection 

   

We now present further evidence, suggesting that there are important differences between 

the Western and Non-Western contexts as regards the formalization of the licensing 

agency’s selection procedure.  As shown in Table 8 and Fig 9, Western countries are 

primarily orientated towards a formally based system of selection, whilst, among Non-

Western countries, relationship based approaches are more important.  In a familiar way, 

the length of the arrow in Fig 9 represents the magnitude of the orientation (on the 

original Likert-like scale) relative to the equidistant point. 

Table 7 



 15 

Position on the spectrum between a Formal approach & a Relationship based approach of the 

Licensing Authority’s Selection Procedure 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Western 

countries 

14 3.29 3 2 1.94 1 6 

Non-

Western 

countries 

13 4.77 6 6 2.13 1 7 

Note: On spectrum 1 = Formally based, 7 = Relationship based, 4 = Equidistant point 

 

 

 

 

 

 

 

An independent samples t-test of the mean differences in formalization of the licensing 

authorities’ selection procedures, between Western and Non-Western countries, 

supports the results shown in Table 8 and Fig 10 (t statistic = 1.896; Prob. value = 

0.070).   

Combining the North American responses with the British reinforces the above findings 

(See Table 9 and Fig 10).  Western countries’ selection procedures are of greater formal 

orientation, whilst Non-Western countries’ selection procedures are more relationship 

based.   

 

Position on the spectrum between a Formal approach & a Relationship based approach of the 

Licensing Authority’s Selection Procedure - (North American & British Independents) 

Variable N Mean Median Mode Standard 

Deviation 

Min Max 

Western 

countries 

24 2.67 2 1 1.81 1 6 

Non-

Western 

countries 

19 4.79 6 6 2.02 1 7 

Note: On spectrum 1 = Formally based, 7 = Relationship based, 4 = Equidistant point 

 

 

Formally 

Based 

0.71 

Relationship 

Based 

0.77 

Western 

Countries 

Non-Western 

Countries 

0 

Mean Position of Western & Non-Western countries 

on the Spectrum 

Table 8 

Fig 9 

Table 9 
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An independent samples t-test of the mean differences in formalization of the licensing 

authorities’ selection procedures, between Western and Non-Western countries, 

confirms this result (t statistic = 3.632; Prob. value = 0.001).   

 

4. Why Internationalise?   

Independents were classified as international if they held licences in two or more 

countries.  Since most of the British Independents were born foreign, Independents were 

asked about their rationale for moving into a second country. Table 10 categorises the 

primary rationales given by Independents for this first international move.   

 

 Primary Rationale to First Expansion Overseas
1
 

Rationale No. of Firms 

Greater potential of oil/gas areas abroad 4 

Diversify portfolio 1 

Knowledge of forthcoming asset sale 1 

Proximity to market 1 

Company’s oil reserves expansion 1 

Greater possibility of control (Operator) 1 

Government bureaucracy less arduous 1 

 

Assessment of why Independents first chose to expand abroad reveals that the most 

important variable is the potential of under-explored foreign oil and gas areas. This 

finding agrees with O’Connor’s (2000) emphasis on the growing importance of ‘non-

                                                
1
 The results do not include Independents J or L because interviewees were not present at the company’s 

first internationalising move.      

 

 

Formally 

Based 

1.33 

Relationship 

Based 

0.79 

Western 

Countries 

Non-Western 

Countries 
0 

Mean Position of Western & Non-Western countries 

on the Spectrum – (North American & British) 

Fig 10 

Table 10 
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traditional petroleum countries’.  Beyond the primary rationale given by respondents 

(Table 10), the most frequently referenced supporting rationale (60% of Independents) 

was geographical diversification (Fig 11).  The prominence of portfolio diversification, 

as a rationale for overseas expansion can be explained along traditional Markowitz 

(1970) lines.            

 

0
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Diversify portfolio

Greater potential of areas abroad

Utilise existing contacts

Higher return abroad

Proximity to market
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Less competition abroad

Company's reserves expansion

Less govt bureaucracy

Greater possibility of control

Knowledge/ Experience of area

Improved fiscal terms

Increased domestic finding costs

Lower monetary commitment 

Rationale to First Overseas Expansion

(% of Independents including the following variables)

 

 

 

With the exception of Independents D & F, all the Independents interviewed were 

currently seeking to increase their international operations.  The most important rationale 

supporting this intention was the desire to expand the company’s oil/gas reserves (Table 

11).  Independents thus appear attuned to investor’s focus upon growth of reserves 

(Bauquis, 2000; Antill and Arnott, 2000).  As Table 11 also demonstrates, reserves 

expansion, as such, was also the most frequently referenced supporting rationale (80% of 

Independents) for an Independent seeking to increase its international operations.   

 

 

Fig 11 
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Primary Rationale for Further Seeking to Increase 

International Operation 

Rationale No. of Firms 

Company’s oil/gas reserves expansion 5 

Greater potential of oil/gas areas abroad 4 

Diversify portfolio 1 

Utilise existing contacts 1 

Higher return abroad 1 

 

 

For the 58% (7/12) of North American Independents that seek to increase their 

international operations, the most frequently expressed rationale (7/7) was the company’s 

oil reserves expansion (Fig 13).  This was followed by the unexplored potential of oil/gas 

areas abroad (6/7) and the need to diversify the portfolio (5/7).  These results are similar 

to those of the British cases and add further evidence to support the view that the above 

three rationales act as principal stimuli for the Independents’ further internationalisation.            

 

 

Table 11 
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Fig  12 
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4.1 Mode of Entry  

 

In contrast to the predictions of the Uppsala model (Johanson and Vahlne, 1997; 

Johanson and Wiedersheim-Paul, 1975), the majority of firms were found to have 

undertaken their first expansion overseas by playing the resource intensive role of 

Operator (Fig  4).  
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 The predominant reason for this mode of entry was that the Independents wished a 

greater degree of control over their operations (Table 12): firms preferred to be in-charge.  

As it was expressed by Firm B, it is: “…hard to add value as Non-Operator, invested in 

someone else’s ability.”  Sometimes this decision was partially born out of necessity 

rather than choice. Thus,  Firm A acknowledged that the reason for being an Operator 

was because they were one of the first firms to enter the region.  Another, Firm E, 

recognised that a particular country’s low cost of entry was a factor in permitting the 

position of Operator to be undertaken.  In accordance with the Uppsala model, the role of 

Non-Operator was chosen by some Independents (H and K) because they wished to limit 

their initial commitment (Anderson, 1993), but these firms were in the minority.      

 

Reason for Choice (Operator vs. Non-Operator) 
2
 

Independent Country Operator / 

Non-Operator 

Reason  

A Non-Western Operator First Mover 

B Non-Western Operator Control 

E Western Operator Low Cost of Entry 

H Western Non-Operator Large Size of Project 

I Western Operator Control 

K Western Non-Operator Risk Management 

M Non-Western Operator Control  

 

 

4.2 Choice of Country  

As the Uppsala model (Johanson and Vahlne, 1997; Johanson and Wiedersheim-Paul, 

1975) would hold, the most frequently referenced primary rationale (24% of countries)  

for choosing a particular country, was found to be existing firm knowledge / experience 

(See Fig 15), Petersen and Pederson (1997), Andersen (1993).  Inclusion within this 

category meant the firm’s response fitted one, or all, of the following three aspects. 

Firstly, that the firm’s managers had knowledge/experience of working in the country 

before.  Secondly, that the geology was similar to (or was a spatially proximate extension 

of) the geological basin with which the firm was familiar. And thirdly, that the specialist 

techniques required for the licence were similar to those implemented by the firm 

                                                
2
 A low response rate is due to interviewees of Independents C, D, G, J, L & N not having been present at 

company’s birth.     

Table 12 
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elsewhere.  For example, if the firm were a specialist in mature fields, then 

experience/knowledge of work-over procedures would be transferable.  For a quarter of 

the countries in which the Independent sample held licences, knowledge/experience was 

the primary rationale for choice of country.   
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3
 

 

The next primary reason for country choice was that areas within certain countries had 

been under-explored (15% of countries) (Fig 15).  Respondents identified particular areas 

as not having received sufficient attention to date, and as being highly prospective.  

Finally, the next most important reason for country choice was opportunism (14% of 

countries).   There had been no set intention of entering the particular country, rather a 

suitable ‘deal’ had presented itself and the firm had seized it (in corporate strategy terms,  

had captured a target of opportunity, or had closed a window of opportunity; Wickham, 

2001).     

 

Cross tabulation of the current countries within which the Independent population holds 

licences, reveals a propensity for Independents to be Operators in Non-Western 

                                                
3
 ‘Historic’ includes those countries that were remnants of other firms’ interests.  Thus current ownership 

by the Independent was not intended, but rather originated with the take-over.              

Fig  15 
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countries, and Non-Operators in Western countries (Table 13).  A Pearson 2χ value of 

3.914 (Prob. value =  0.048) confirms the cross-tabulated distribution not to be a product 

of chance.  Although the cause of this orientation is not clear, it may be that it is the 

Independents’ strength in negotiating approach factors which enhances their ability to 

gain Operator status in Non-Western countries.   

 

Distribution of the Independent Population’s Current Interests 

(Count = No. of Countries)
4
 

  Operator Non-Operator 

Actual Count 9 20 

Expected Count 12.9 16.1 

Western 

Actual % of Total 14.3% 31.7% 

Actual Count 19 15 

Expected Count 15.1 18.9 

Non-Western 

Actual % of Total 30.2% 23.8% 

   

 

4.3  Born Foreign?   

Compilation of the available information sources reveals that the majority of 

Independents had their first licence holdings outside the UKCS.  These initial interests 

were not simultaneously accompanied by other foreign interests.  Instead, firms were 

found to start with just one country of activity (Table 14).  The evidence suggests most 

firms were born foreign, not international.  Firms that first commenced with operations in 

the UKCS, are recognised to be in the minority.  Nevertheless, most firms do have their 

headquarters located within the UK,  the exceptions being Dragon Oil, Global Energy, 

Sibir, and Soco International.     

 

 

 

 

 

                                                
4
 The table excludes those countries in which a firm was both Operator and Non-Operator. 

Table 13 
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Location of Birth 

Independent Country of first 

licence holding 

Pan Andean Bolivia 

Northern  Italy 

Desire Falklands 

Emerald Colombia 

Regal Ukraine 

Edinburgh  UK 

JKX Ukraine 

Ramco Azerbaijan  

Venture Trinidad 

Dana Russia 

Sibir UK  

Premier  UK 

Tullow Senegal 

Source: Historic Annual Reports, 

Newspaper Archives & Company 

Interviews.   

 

 

As Table 15 shows, British Independents, of both small and large size, hold a similar 

disposition towards international activity.  An independent samples t-test of the mean 

differences between the number of countries in which small and large Independents are 

active was insignificant (t-statistic = -1.795; Prob. value = 0.102).   

 

Number of Countries in which Small and Large Independents are Active 

Size of Firm  N Mean Standard deviation 

Small  

(Market Capitalization < £100m) 

12 2.83 1.47 

Large 

(Market Capitalization > £100m) 

9 5.00 3.39 

 

In contrast, size of firm strongly affects the international orientation of North American 

Independents.  As Table 16 shows, North American Independents, with a firm size 

beneath £1000m market capitalization, tend only to have activities in North America.  It 

is only amongst very large North American Independents, with a high market 

capitalization (exceeding £1000m), that international activity predominates.  A Pearson 

2χ value 14.734 (Prob. value = 0.000), confirms that the cross-tabulated distribution in 

Table 16 is not a product of mere chance.  British Independents have a greater propensity 

Table 14 

Table 15 
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to engage in international activities than North American Independents of equivalent size 

(i.e. market capitalizations beneath £1000m).   

 

 

International Activity of North American Independents 
Relative to Firm Size 

Firm Size  

(Market Capitalization)  

  

< £1000m > £1000m 

Actual Count 25 6 

Expected Count 18 13 

North America 

Only (US + 

Canada) Actual % of Total 45.5% 10.9% 

Actual Count 7 17 

Expected Count 14 10 

International 

Actual % of Total 12.7% 30.9% 

 

4.4    Business Model  

 

For the Independent population, five differing business models may be distinguished.  

These include the: Country Focused, Mature Asset Specialists, Regionally Focused 

Internationally Diversified, and Portfolio Approach.  Models are differentiated both by 

their level of geographic diversification, and their tendency to Operate.   

Country focused Independents tend to have activities in only one country (see Table 17).  

Firm types range in size from the small Desire Petroleum to the large Sibir.   Within this 

category, firms appear  to  utilise  country  specialisation  as  their source of  

••••Country Focused•••• 

Independent Market 

cap’ 

(£m) 

Country of 

Focus 

No. of 

Countries 

where 

interests 

held 

No. of 

Countries 

where 

Operator 

% of Total 

Licences 

that are 

Non-

Operated 

Licence 

Operator 

Offshore 

Licence 

Operator 

Onshore 

Desire 14.37 Falklands 1 1 20 Yes No 

Emerald 22.36 Colombia 1 1 0 No Yes 

Regal 48.54 Ukraine 2 2 0 No Yes 

Edinburgh 53.25 UKCS 1 1 69 No Yes 

Dragon 124.94 Turkmenistan 1 1 - Yes No 

Sibir 259.44 Russia 1 1 - No Yes 

 

Table 16 

Table 17 
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advantage.  For example, Independent F, a constituent of this category, expressed their 

reason for not internationalising as being because they “wished to retain focus” and 

“exploit the goodwill” and “track record” they had developed in Country Y.  Retaining a 

focus on Country Y, meant they could “play to strengths”. Such firms seem to accord 

with Hymer’s (1976) ‘liability of foreignness’ article.       

 

As with Country Focused models, Mature Asset Specialists also exhibit a very low 

degree of international licence dispersion (Table 18).  They operate a large number of  

••••Mature Asset Specialists•••• 

Independent Market 

cap’ (£m) 

No. of 

Countries 

where 

interests 

held 

No. of 

Countrie

s where 

Operator 

% of Total 

Licences 

that are 

Non-

Operated 

Licence 

Operator 

Offshore 

LicenceOperator Onshore 

Venture 132.0  2 2 37 Yes Yes 

 

licences (e.g. twelve for Venture Production, ‘Venture’ hereafter) and hold relatively few 

as Non-Operator.  Their emphasis is upon acquiring and re-invigorating existing wells to 

boost production through techniques such as work-over, infill drilling, or injection 

technology.  Involvement in exploration drilling is less common, although still present.  

Geographical focus is predominantly upon the UKCS.  Firms like Venture are dependent 

upon mature asset transfers, therefore proximity to the seller is likely to be important if 

deals are to be detected.  Moreover, through specialising on the UKCS basin, Venture has 

developed a thorough knowledge of this area that may assist in valuing deals.  Another 

Independent openly acknowledged that one reason for seeking the role of Operator 

overseas was because it was unable to compete with the knowledge/experience of the 

UKCS,  possessed by firms like Venture.  For the mature asset firm, geographical 

dispersion is likely to be minimised in favour of the benefits conferred through focusing 

upon the area where mature asset transfers are most likely.  Thus, it would not be 

paradoxical to say, as an interviewee from Venture did, that “concentration of assets 

brings synergies”.   

 

Table 18 
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Regionally Focused firms are those that exhibit a moderate level of international licence 

dispersion (Table 19).  Licences are held for a few countries within a regional basin of 

similar geology.   

••••Regionally Focused•••• 

Independent Market 

cap’ 

(£m) 

Countries 

of Focus 

No. of 

Countries 

where 

interests 

held 

No. of 

Countries 

where 

Operator 

% of 

Total 

Licences 

that are 

Non-

Operated 

Licence 

Operator 

Offshore 

Licence 

Operator 

Onshore 

Cairn 583.75 India & 

Bangladesh 

3 1 63 Yes Yes 

Global  12.73 Panama, 

Colombia 

& Peru 

3 - - - - 

 

 

Although undertaking the role of Operator is integral to this group, a portfolio of Non-

Operated assets is also held for the region.    To illustrate, for Cairn Energy its current 

position of regional geographic focus is different from the way the company functioned 

five years ago.  Analysis of old annual reports reveals the firm to have adopted a similar 

international orientation to that of the Diversified Premier Oil and Tullow (Cairn Energy, 

1998).  Cairn’s original move to Bangladesh, and later to India, was reported to be a 

consequence of an initial deal opportunity that, following successful exploration, 

stimulated a complete firm re-orientation towards the region (Cairn Energy, 2002).  With 

Cairn’s current moves suggesting licence interests in Nepal (Cairn Energy, 2003), 

accordance with the Regionally Focused international strategy continues to influence this 

firm’s direction.   

 

Internationally Diversified Independents are those whose licences are highly 

geographically dispersed (See Tables 20-22).  For these Independents, the larger the firm  

 

 

 

 

Table 19 
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••••Diversified Firms of Small Size•••• 

Independent Market 

cap’ (£m) 

No. of 

Countries 

where 

interests 

held 

No. of 

Countries 

where 

Operator 

% of Total 

Licences 

that are 

Non-

Operated 

Licence 

Operator 

Offshore 

Licence 

Operator 

Onshore 

Pan Andean 10.41 2 05 100 No No 

Northern 10.42 4 4 17 Yes Yes 

 

••••Diversified Firms of Medium Size•••• 

Independent Market 

cap’ (£m) 

No. of 

Countries 

where 

interests 

held 

No. of 

Countries 

where 

Operator 

% of Total 

Licences 

that are 

Non-

Operated 

Licence 

Operator 

Offshore 

Licence 

Operator 

Onshore 

Aminex 19.90 3 2 - Yes Yes 

JKX 57.81 4 1 56 No Yes 

Melrose 81.68 3 2 30 Yes Yes 

Ramco 99.87 5 2 47 Yes Yes 

Soco  216.60 6 3 29 Yes Yes 

 

••••Diversified Firms of Large Size•••• 

Independent Market 

cap’ (£m) 

No. of 

Countries 

where 

interests 

held 

No. of 

Countries 

where 

Operator 

% of Total 

Licences 

that are 

Non-

Operated 

Licence 

Operator 

Offshore 

Licence 

Operator 

Onshore 

Premier 295.61 8 5 68 Yes Yes 

Tullow 319.58 9 6 65 Yes Yes 

 

size, indicated  by the darker shades of blue in Fig 16, the more geographically 

diversified  the firm.  Among the companies in this model, Operated Licences are sought 

in geographically diverse locations.  For example, Premier Oil operates licences in 

Guinea Bissau, India, Myanmar, and Pakistan, whilst Soco International operates licences 

in Vietnam, Mongolia and Thailand.  An international Non-Operated portfolio is present 

among these firms, although its relative significance is much lower than for the following 

Portfolio Approach model.  

 

                                                
5
 Pan Andean’s business model was to Operate licences, but at the time of the 2002 Annual Report it had 

just sold its Operated holdings.    

Table 20 

Table 21 

Table 22 
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Fig 16 displays a series of spheres each of which represents attributes of an Independent.  

The spheres are coloured according to the particular business model, and their size is 

proportionate to the market capitalization.  Along the x-axis lie the number of countries 

in which an Independent holds licences as Operator, whilst down the y-axis lie the 

proportions of total licences held as Non-Operator status.     
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Portfolio Approach firms exhibit a very low degree of Operator dispersion. Thus they are 

found to Operate in very few countries (Fig 16 and Table 23).  However, their level of 

Non-Operated geographical licence dispersion is particularly high: more than 90% of 

each of the firms’ total licences are Non-Operated (Fig 16).  The substantial portfolio of 

licences held by the above firms would appear to follow diversification recommendations 

(Markowitz, 1970; Vickers, 1987; Brealey and Myers, 1996).   

 

 

                                                
6
 The graph does not include Dragon Oil, Sibir, Aminex, or the Global Energy Development Corporation  

Fig 16 
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•Portfolio Approach• 
Independent Market 

cap’ (£m) 

No. of 

Countries 

where 

interests held 

No. of 

Countries 

where 

Operator 

% of Total 

Licences that 

are Non-

Operated 

Undertaken 

Field 

Development 

as Operator 

Licence 

Operator 

Offshore 

Licence 

Operator 

Onshore 

Sterling 60.18 5 1 96 - Yes No 

Dana 168.3 10 3 91 No Yes No 

Paladin 295.4 6 2 91 No Yes No 

 

4.5  “Basket-case Countries” 

 For a selection of the countries in which British Independents hold licences, Table 24 

displays both the Transparency International’s Corruption Perceptions Index (CPI) 2003 

score and the International Monetary Fund’s Political Stability 2001 Index score.  For the 

CPI index, countries are rated between 0 (highly corrupt) to 10 (highly clean).  Similarly, 

for the Annett (2001) International Monetary Fund Political Stability index, countries are 

rated between -3 (highly unstable) to +3 (highly stable).  More detailed analysis in 

Stewart (2005, p.139) reveals that the majority of British Independents (18/21) hold a 

licence in a corrupt and/or politically unstable country.  It is interesting to note that of 

those countries (9/64) chosen by Independents due to Low Competition for licences, all 

were found to have low corruption and political stability scores (Table 24), implying high 

corruption and high instability.  We would argue that poor governance in a country may 

discourage investment and result in lower competition for licences, and all the downside 

effects that go with that.  

 

 

Countries where Low Competition was Reported to have 
Influenced Selection 

Country Corruption Score Political Stability Score 

Bangladesh 1.3 -0.57 

Bolivia 2.3 -0.61 

Bulgaria 3.9 0.37 

Ghana 3.3 -0.11 

Indonesia 1.9 -1.56 

Montenegro 2.3 - 

Poland 3.6 0.69 

Romania 2.8 -0.08 

Russia 2.7 -0.41 

 Table 24 

Table 23 
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5. Further Discussion 

 

This section follows up matters of cardinal interest raised by the previous statistical and 

qualitative analysis.  It deals with three matters.  First, is the ‘basket case’ attribution, 

when used, at all accurate or fair?  Second, what do Independents’ strengths in Approach 

Factors (like decision making speed, and establishing relationships) imply about their 

ability to achieve Operator status.  Third, what do the shadows of corruption and political 

risk imply about relationship contracting?  This last section is supported by a case study 

of Independent α.   

 

5.1 “Basket-case Countries” – A grain of truth? 

 

Analysis of the countries in which Independents hold licences reveals a number of 

Independents to be more strongly orientated towards certain countries that are 

characterised by relatively high political and/or security risks.  In this respect, some 

Independents do target the “Basket-case” countries upon which Analyst A reported.  

Existing research demonstrates that both corruption and political instability within a 

country are negatively associated with foreign direct investment (Mauro, 1995; Wei, 

2000). Applying this finding to petroleum licensing, the greater the corruption and 

political instability within a country, the lesser competition there will be for licences.  

 

Closer examination of previous choice of country results reveals that 14% of the 

countries (9/64), in which Independents held interests, were partly chosen because of the 

Low Competition for licences.  Countries included within this list were also shown to 

score poorly on both corruption and political stability indices (Table 24).  Although we 

find that the majority of Independents were working in some corrupt and politically 

unstable countries, a few Independents were distinctive in that they were mainly active in 

such countries. Included in this group are Sibir, Regal, Premier Oil, Emerald, Global 

Energy, Tullow and Soco International.   
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As an interviewee from Independent L, one of this group, stated, “Our company is less 

risk averse than some Majors”.  This firm was more “happy with security risk” than 

others.  The interviewee reported that, in the case of one country they had entered, the 

British Government told the firm to leave, but “We said, ‘No’”.  He continued: “If you 

want to find something big, you have to go where no one has dared go before.”  

Independent E, another constituent of this grouping, related that competition in Country 

Z, was “still very low due to political risk, therefore not many are interested”.   

 

Such responses, together with  index findings, show certain Independents to be more 

orientated towards high political/security risk countries than others.  These findings 

corroborate the work of Delios and Heinsz (2003).  Examining the international 

expansions of 665 Japanese manufacturing firms, they found firms with extensive 

experience in politically hazardous countries had a 58.5% greater probability of entering 

another hazardous country, than a firm with no experience in hazardous countries.  With 

certain Independents, there appears to be an active willingness to engage in countries 

with political risks.  Although not the focus of Maponga and Maxwell’s (2000, p.203) 

study, they similarly note many ‘Juniors to have opened new frontiers ignored by large 

companies’ because of their ‘political and social risk’.  The incidence of some smaller 

mineral and petroleum based resource companies, actively targeting countries of higher 

political and/or security risk, for reasons of lower competition, may have general 

application.   

 

5.2 Developing Relationships 

 

A further organizational strength of the Independent was their less formalized approach 

to business deals.  Independents were reported to display more relationship-based, rather 

than formalized, business procedures (Stewart, 2005, p.120).  The power of relationship 

upon negotiating scenarios has been recognised by previous research (Sondak, et al, 

1999; Halpern, 1994).  Indeed, Greenhalgh and Chapman (1998) show it to be associated 

with joint negotiating gain.  Various Independents flagged their ability to develop 

relationships, as one of their key strengths when applying for exploration licences in 
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Non-Western countries (Stewart, 2005, p.121).  This strength fits the operating 

disposition of Non-Western government bureaucracies (Peters, 2001; Ye, 2003; 

Dimitrov, 2003), where licensing authority selection procedures were found to be more 

relationship than formally based (Section 3.4).  

 

 Although Seniority of company representatives and their authority to commit will likely 

augment relationship development, the ultimate source of this relationship based 

approach, we argue, is derived from the organizational properties of the Independent 

firm.  With fewer tiers of management in the smaller firm (Mintzberg, 1983), the 

principle-agent problem of information asymmetries between high echelon Directors and 

lower echelon workers (Jensen and Meckling, 1976) is likely to be reduced.  The 

monitoring cost incurred by Directors (principals) for determining what workers (agents) 

are doing, is mitigated because of two factors.  Firstly, transmission distortion is reduced 

(Bartlett, 1932) because information passes through fewer managerial layers before 

reaching Directors.  Secondly, agents are strongly motivated to perform.  As an 

interviewee from Independent E acknowledged: “I know what I do makes a difference to 

the company…very small difference between daily work and company performance.”  

These above properties reduce the need for formalized monitoring mechanisms in small 

firms.  Indeed, ‘formal controls are discouraged’ and a more personal element prevails 

(Mintzberg, 1989, p.117).  Our results show that this less formalized approach to internal 

organization is replicated in the approach adopted with external parties; namely, Non-

Western government licensing agencies and drilling contractors.        

 

Independents’ strengths in the approach factors of Decision-making speed, Authority to 

commit / Seniority of personnel, and Establishment of relationships, appear to fit the 

licensing authority context of Non-Western countries, where approach factors are of 

greater influence.  Our findings show Independents to hold mainly Operated licences in 

Non-Western countries, and Non-Operated licences in Western countries (Section 4.2), 

this article suggests that such a result may be the consequence of Independents 

successfully applying their strength in approach factors to the Non-Western context.  By 

targeting the relationship-based selection procedures of Non-Western licensing 
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authorities, Independents may be leveraging their strength in relationships to secure the 

position of Operator.  

 

5.3 We Go Places Others Don’t Go 

 

A further aspect, identified by McKie (1960, p.570), which appears applicable to some of 

the competitive strategies adopted by British Independents, is that ‘Independents 

congregate in areas where the relative advantages of Major firms are weakest.’  Our 

results show certain Independents to specialise in high political/corruption risk countries, 

“where no one has dared go before” (Independent L).  Both corruption and political 

instability within a country are negatively associated with foreign direct investment 

(Mauro, 1995; Wei, 2000).  Similar to Junior mineral companies (Maponga and Maxwell, 

2000), some Independents appear to strategically target countries avoided by larger 

competitors (Section 4.5).  Indeed, as Delios and Heinsz (2003) found for Japanese 

manufacturers, experience in politically hazardous countries augments the propensity to 

internationally expand into further hazardous countries.  Risk management strategies as 

expressed by Independent α, may be the source of this experiential competence.   

 

Beyond the general tendency of British Independents to have some involvement in a 

politically unstable or corrupt country, closer examination of evidence reveals certain 

Independents (Sibir, Regal, Premier, Emerald, Global Energy, Tullow and Soco) to 

exhibit an affinity towards such countries.  Nevertheless, the strongest example of this 

orientation towards politically unstable countries is demonstrated by Independent α (see 

Exhibit 1).  Although technically situated outside the Independent population
7
, its 

willingness to engage in politically unstable countries was strikingly similar to the 

Independents mentioned above.  However, unlike other interviewees, the Chief Executive 

of Independent α disclosed more intimate detail as to how his firm managed risk.  The 

case-study which follows provides privileged insight into how smaller firms can leverage 

advantage in specific contexts.  They can do so, as here, by using government officials, 

                                                
7
 This was because at the time of sampling Independent α was not in possession of any licences (Operated 

or Non-Operated) upon which activity was being undertaken.   
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local chiefs, gifts, favours, social and family contacts etc to build up the up-side, as well 

as attenuating the downside with a low profile, good security, bland conduct and 

unobtrusive locations.   They call this ‘risk management’, but it is much more than this – 

it is, rather, an advanced form of relationship contracting.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 1 – Case-Study Independent αααα 

Independent α was a start-up exploration and production company seeking to invest in Iraq.  Although 

outside the Independent population designated by this study, an interview with the Chief Executive of this 

firm revealed it to exhibit a strong preference for countries with high political/security risks.   

 

Having previously sought interests in Sudan, Yemen
1
, and Syria, the interviewee acknowledged “[we] go 

places others won’t go”.  He reported there was less competition in these countries; they were neglected 

by larger Majors because of the publicity risk they would face.  Majors do not want to engage in countries 

that would result in negative publicity of the sort that might make the “front page of the FT”
2
.  

 

Explaining why Independent α was able to undertake work in such risky environments, he stated “risk is 

about perception”.  Political / security risks can be managed if the appropriate method is adopted.  On the 

“surface” we take on “higher risks”, but in reality it is because we “control risks better”.  When detailing 

how the firm could operate without hindrance in Iraq, he stated their policy was to “stay at smaller hotels, 

seek protection, keep low profile”.  In contrast, he noted that Majors were “more targeted for kidnapping 

and attack, as [they] stay in the main hotels”.  

 

1
 The British Independent Soco International is also engaged in Yemen.   

2
 In contrast Premier Oil would take such risks, for example, its willingness to undertake licences in non-democratic 

Myanmar (FT 15/5/98) and Cuba (APJ 11/3/98).  
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Exhibit 1 – cont’d.   

 

A further method employed to reduce threat was local engagement. “Basic way is to provide 

jobs, talk to local tribes, work with local tribes and hire their people”.  Beyond the importance of 

Accessing the Appropriate Government Official, the firm also channelled its efforts towards 

Accessing the Appropriate Local Chief.  Independent α would aim to “go through the local 

chief,” who held tribal authority over the licensing area.  Inclusion of local tribes into the projects 

was noted as a key strength in their method of mitigating political / security risk
3
.   

 

Beyond methods to reduce political / security risk, Independent α was found to embody the 

relationship approach factor, identified in this study as a key strength of Independents 

negotiating in Non-Western countries.  During his company’s negotiations with the Iraqi 

Petroleum Directorate, the interviewee reported a “willingness to socialise” with officials was a 

necessity.  In Iraq, there is “less of a division between family and business”.  “If invited to home 

or restaurant, [you] must accept and show you enjoy…basic courtesy”.  Strong relations with 

officials in the Petroleum Directorate were essential, you “can’t do business unless you get on 

well with senior people”.  To facilitate these relationships, Independent α was sensitive to the 

Petroleum Directorate’s needs.  For example, when the Directorate’s printer was running low on 

toner, Independent α brought replacement cartridges from Britain - such cartridges were not 

easily available in post-war Iraq.  Further assistance included the bringing of old “Economist or 

Newsweek” magazines and old “medical journals”, the latter being gratefully received by local 

Iraqi hospitals.  Although these gestures pertain to a form of gift aid, they are situated within an 

overall relationship approach that is reported as a negotiating strength particular to Independents 

(Stewart, 2005, p.179).   

 
3
 Independent L reported a similar policy of hiring a “lot of local staff” for it assisted in “lowering security 

risk”, they are “more happy to co-operate with us”.   
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6. Conclusion 

 

This paper has emphasised two features of the functioning of Independents:  first, their 

use of negotiating methods which are ‘best fit’ to the specific context they encounter; and 

second, their adoption of internationalisation strategies which played to their size 

advantage.  Specifically, in certain areas, the Independents had a comparative advantage 

over the Majors in achieving success in non-Western contexts.  Smaller scale meant that 

they adopted less bureaucratic ways of establishing relations with host officials, for 

example.  Further, underlying their willingness to face ‘head on’ high political and/or 

security risks were factors like investment portfolio diversification, the expansion of 

oil/gas reserves, and the realising of potential in overseas areas; as well as the more 

familiar seeking of higher returns abroad. 

 

We would argue that the prescriptive, field-work based approach we have adopted has 

allowed us unusual insight into areas where traditional perspectives of performance 

measurement and control are unhelpful, yet where systematic use of alternative 

methodologies is of clear performance advantage, especially in Non-Western contexts. 
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