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ABSTRACT 

This paper studies the concept of Social License to Operate (SLO) and its relation to International 

Finance Corporation’s Performance Standards (IFCPS) in the context of a conflict between 

Indigenous Mapuche communities in Southern Chile and the Norwegian hydropower company, 

Statkraft. The underlying question is, that despite being in compliance with IFCPS and having 

advanced internal Corporate Social Responsibility (CSR) policies, why has Statkraft failed to gain 

SLO from the Mapuche communities. The study’s findings suggest that following international 

standards far from guarantees gaining acceptance from Indigenous Mapuche communities, whose 

ways of viewing the world are vastly different from the corporate mind-set and of those promoted 

by the IFCPS. While standards are needed and can be used as useful guidelines, the companies 

attempting to gain SLO from Indigenous communities should learn to distance themselves from 

excessive reliance and word-to-word application of them. According to the findings, IFCPS risk 

legitimising existing power distances between Multinational Corporations and Indigenous 

stakeholders. The IFCPS themselves include numerous shortcomings from the choices of words to 

the solutions they promote. In order to establish more sustainable and mutually beneficial 

stakeholder relations, and to improve the chances in gaining SLO, the company should begin 

stakeholder engagement well in advance before concrete project implementation and must be able 

to better relate to the differing worldviews, such as spirituality and attachment to the land held by 

the Indigenous Mapuche people. The company should thus adjust business practices accordingly, as 

well as establish critical distance from application and interpretation of international standards.   
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1. Introduction 

In May 2015, the Norwegian company, Statkraft, specializing in renewable energy, acquired the 

majority of the Chilean hydroelectricity company Pilmaiquén Sociedad Anónima (PSA). Along 

with the acquisition, Statkraft took over PSA’s project: Central Hidroeléctrica Osorno (The Osorno 

Hydroelectric centre), which constituted of plans of building a dam together with a hydroelectric 

power plant to the upstream of the Pilmaiquén river in the “Los Lagos” region of Southern Chile. 

However, the project in question came with a conflict, which PSA had with the Indigenous 

Mapuche communities, who inhabit the neighbouring regions and have an important ceremonial 

site, Kintuantu, on the area of the proposed project. The inhabitants of the Mapuche communities 

were unhappy with how they had been treated and how their views had been neglected by the 

companies involved. Clashes between Chilean authorities and the members of the Mapuche 

communities also took place, which also resulted in arrests and imprisonments. (Bidegain et al., 

2016) 

 

The aim of this research is to look into the specifics of this conflict from viewpoints of the company 

Statkraft, and the Indigenous stakeholder communities, placing emphasis on how the company 

involved could or should have been addressing such issues, in order to gain Social License to 

Operate (SLO) from the affected stakeholders. SLO as a concept can be briefly described as 

referring to the level of acceptance a company or project has from local communities (Jijelava and 

Vanclay, 2017). Stakeholder, on the other hand can be defined in a “maddening” (Mitchell et al., 

1997) number of ways, but one of the narrower definitions is that of Freeman (1984), which defines 

stakeholders as “any group or individual who can affect or is affected by the achievement of the 

organization's objectives” (p. 46). In the context of this paper, the term stakeholders primarily refers 

to the Indigenous communities within the area of the proposed hydropower project. Many 

researches (e.g. O’Faicheallaigh, 2012, 2013; Kepore et al., 2014; Whiteman, 2009; Ehrnström-

Fuentes & Kröger, 2016) have demonstrated that gaining SLO is almost as a rule more complicated, 

when Indigenous communities are among the affected stakeholders. This paper will be addressing 

the conflict through a thorough review of different theoretical concepts within the realm of 

Corporate Social Responsibility (CSR), such as Legitimacy and SLO and their relation to 

international standards, particularly the International Finance Corporation’s Performance Standards 

(IFCPS). Statkraft actively promotes the application of the aforementioned standards in their CSR 

initiatives.  
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My aim is to identify the key issues, which have been the cause of the conflict and look into 

possible solutions that would leave both parties satisfied. I hope the findings of this study will also 

contribute to the existing theory and to give companies and organisations better understanding on 

how to establish constructive dialogues and do consultation with Indigenous stakeholders in a way 

that would genuinely satisfy all parties involved. I wish that my research can help companies gain 

SLO through better understanding of complexities that can be encountered in projects that involve 

Indigenous stakeholders, as well as help companies learn to acknowledge problems and 

opportunities of international standards, particularly the IFCPS within Indigenous context.  

 

The structure of the paper is as follows: The introduction is followed by the problem description 

and the research question. The literature review, which will present the most central theoretical 

concepts and previous research, is introduced in the third section of this paper. The literature review 

is followed by the methodology section that demonstrates the different scientific methods that were 

used in my research. The methodology is followed by the data section consisting of presentation of 

the case company, relevant historical context, description of the conflict, as well as primary and 

secondary data. After the data, I will introduce the discussion section, which draws together the 

literature and the data presented in this paper. In the discussion, I will also aim to answer the 

research question of this paper and provide recommendations for companies and policy makers. The 

last part of the research consists of the conclusion, recommendations, as well as limitations and 

suggestions for future research.  
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2. Problem Description and the Research Question 

The researched issue is related to the inability to reach an agreement between the Mapuche 

communities in the area of Central Osorno and the company Statkraft. The agreement over a use of 

certain area for business purposes, which is important or belongs to affected stakeholders, is in CSR 

literature often referred to as the Social License to Operate (SLO). “At the level of individual [...] 

project, the SLO is rooted in beliefs, perceptions, and opinions held by the local population other 

stakeholders by the mine or the project and is granted by the community” (Thomson & Boutilier, 

2011, p. 1779). 

  

For companies, the difficulties in obtaining SLO can be a result of various factors, and vary 

significantly between different cultural, political and geographical contexts. Attempting to gain 

SLO when Indigenous communities are among the stakeholders, often brings along further 

challenges to companies. Organisations, such as the United Nations (UN), OECD and the World 

Bank’s International Finance Corporation (IFC) have created principles and performance standards 

to serve as ethical guidelines for companies. The case company Statkraft expresses its full 

compliance as a UN Global Compact member to both the OECD principles as well as the IFCPS 

(Statkraft, 2017; Groux Nürnberg, 2017). IFCPS encompass a variety of issues within the realm of 

social and environmental sustainability, but this study mainly addresses performance standard 

number seven: Indigenous peoples. 

 

Despite Statkraft’s compliance with internationally recognized performance standards and ethics 

guidelines, the company has found itself in the middle of a conflict. Statkraft, especially as a 

Norwegian state owned company, is under increasing pressure from its Indigenous stakeholders, as 

well as from the media and the public (Grymer, 2016; Weichan Pilmaiquén (WP), 2017; Bidegain, 

2016). The company representatives, who were interviewed for this paper, defend the correctness of 

the company’s actions, despite the conflict. Statkraft state that their compliance with international 

standards shows their willingness to resolve the current conflict in the best possible way.  

 

Thus, as a part of the research focus of this paper, I will study the applicability, in other words the 

opportunities and shortcomings of particularly the IFCPS when attempting to obtain SLO from 

Indigenous communities as stakeholders, in this case, the Mapuche communities within the region 

of the proposed project. I will be using the context of the conflict as a basis for a case study.  
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The research question is as follows: 

 

Why has Statkraft not succeeded in their attempts in gaining Social License to Operate in Central 

Osorno, despite being in compliance with IFC Performance Standards? 
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3. Literature Review 

The significance of the conducted research and the subsequent findings will inevitably be judged in 

relation to previous research and findings, which is why it is important to map out and critically 

review the existing theory by establishing what research has been conducted and published in the 

chosen area of research (Saunders et al., 2009, p. 60). Literature review’s “main purpose is to help 

you to develop a good understanding and insight into relevant previous research and the trends that 

have emerged” (p. 61). The purpose of the literature review is not to provide a summary of 

everything that has been written on the research topic, but to review the most relevant and 

significant research on the topic. The critical reviewing can be described through a lengthy 

checklist, but according to Saunders et al. (2009), drawing on Wallace and Wray (2006), it can be 

boiled down to just two main points that are: “the capacity to evaluate what you read and the 

capacity to relate what you read to other information” (p. 63). It is generally required to demonstrate 

awareness of the current state of knowledge in the subject, its limitations, and how the research fits 

in this wider context (Gill and Johnson, 2002, in Saunders et al., 2009). 

 

Reviewing the literature mostly takes place early in the research process, but despite the early start, 

it is most necessary to keep on searching relevant literature through the whole research process. The 

culmination point of the literature research and review process is the written critical review of the 

literature (Saunders et al., 2009), which will be presented here.  

 

This critical literature review process followed the steps outlined by Saunders et al. (2009). The 

secondary literature presented later in this study was mainly found from Google Scholar and the 

EBSCOhost cross-database search, which contains the search results from the most widely 

recognised academic journals. Further literature was found following the suggestions from the 

thesis supervisor as well as identifying relevant sources used in other existing literature. In the 

evaluation of the literature, I found the literature utilised to be of relevance and value, as well as 

sufficient, by standards presented by Saunders et al. (2009, p. 93). The sources used are also from 

high citation academic articles, as well as from as recent publications as possible.   
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3.1 Theoretical Framework 

The theoretical framework of this study consists of the following elements. I will start by briefly 

aiming to define, what is considered as Indigenous peoples both generally, as well as in this study. 

Then I will present the concept of CSR, followed by aiming to define SLO and the related concepts 

of Legitimacy and Free, Prior and Informed Consent (FPIC), and go briefly go through their 

relation to CSR. I will also be looking at the theoretical literature related to Indigenous peoples as 

stakeholders. This part will be followed by the theory regarding international standards, and theory 

discussing their applicability, particularly IFCPS, in the context of Indigenous peoples. The picture 

below aims to visualise the most essential concepts and their relations to one another. 

 

 

Picture 1. Theoretical Framework (Appendix 8.). 

 

Although there has been some research regarding SLO in the context of hydropower (e.g. Pittock, 

2010), based on the literature research, SLO’s application to hydropower has been limited so far, 

despite hydropower having been widely researched under different theoretical foci, particularly in 

the context of the famous case of Belo Monte in Brazil (see e.g. Junior, 2010). However, due to its 

similarities (invasive, environmentally transformative, capital intensive) to traditional SLO fields, 

such as mining and other extractives, the concept is well applicable to building dams for 

hydropower as well. Even though hydropower is considered to be renewable and to a degree 

environmentally friendly, unlike the two aforementioned fields, its social impacts can well underpin 

the ones of mining and extractives (Imhof & Lanza, 2010; Pittock, 2010; Namy, 2007). 
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Hydropower as an energy source, though renewable once the power plant is built, has a lot of 

adverse effects on the environment (Pittock, 2010; Imhof & Lanza, 2010). The environmental 

aspects of hydropower will not be within the focus of this paper.  

3.2 Indigenous Peoples 

Presenting the literature is commenced by briefly looking into the specifics of Indigenous peoples, 

as they will be related to a number of theoretical concepts later elaborated in the literature review. 

This chapter gives a brief introduction into the literature concerning Indigenous peoples, and aims 

to clarify who, or what communities can in fact be considered as Indigenous people.  

3.2.1 Who Are Indigenous People? 

The question, who are Indigenous people, is relevant to consider, as stakeholders may hold different 

beliefs regarding who is Indigenous and who is not. The term “Indigenous” describes many peoples, 

but few describe themselves with the term. Indigenous peoples usually call themselves by names in 

their own language that, such as the “people of the land” (Downing et al., 2003), like the Mapuche 

(Ray, 2007). The question, who are Indigenous people, is substantially significant to both 

indigenous and non-indigenous stakeholders, because financial obligations for impacts are likely to 

be involved in business projects. Indigenous communities vary greatly, as there are different 

communities across the globe. Each of these communities has evolved its own methods of gaining 

sustenance, protecting its resource base, maintaining community organizations, and dealing with 

external threats, while coming up with many ways to reproduce themselves within a culturally 

managed, ecological setting. Indigenous social organization, just as Indigenous knowledge, is 

fundamental to Indigenous cultural survival, as well as to their identity. (Downing et al., 2003) 

 

There are plenty of definitions on what constitutes “Indigenous People”. One rather objective way 

of looking at the definitions is to turn to the definitions by international institutions and agreements, 

such as ILO 169, World Bank’s Indigenous People’s Policy, the UN Draft Declaration on the 

Rights of Indigenous Peoples, or the UN Convention on Biological Diversity (Downing et al., 

2003). Downing et al. (2003) state that despite the large number of different definitions, they agree 

on three broad points: “attachment to ancestral lands or territory and the natural resources contained 

therein, customary social and political institutions, and self-identification as a group. The last of 

these, self-identification, is given considerable weight” (p. 13). 

 



   13 
 

3.3 Corporate Social Responsibility 

Corporations are increasingly encouraged to behave socially responsibly on a broad range of issues, 

but in both the corporate and the academic world there is uncertainty as to how CSR should be 

defined (Dahlsrud, 2008). The problem is not so much the lack of definition, but an abundance of 

them (Dahlsrud, 2008), and according to Van Marrewijk (2003), they are often biased toward 

specific interests and thus prevent the development and implementations of the concept. At its 

simplest, CSR can be defined as “the responsibility of enterprises for their impacts on society” 

(European Comission, 2011). However, in a comprehensive review of 37 different definitions, 

Dahlsrud (2008) found stakeholder dimension, social dimension, economic dimension, 

voluntariness dimension and environmental dimension all being broadly represented in literature 

that aims to define CSR. Blowfield and Frynas (2005, p. 503) view CSR as an umbrella term for a 

various theories and practices that each recognize that companies 1) have responsibility for their 

impact on society and the natural environment; sometimes beyond legal compliance and the liability 

of individuals, 2) have a responsibility for the behavior of others with whom they do business, and 

that businesses need to manage their relationship with wider society, be that for reasons of 

commercial viability or adding value to society. CSR is seen as a contradicting or alternative 

approach to traditional view of business where the only responsibility a business has is to maximize 

owner or shareholder profits (Carroll & Shabana, 2010). 

  

According to advocates of CSR, effective policies and practices on CSR policies and practices give 

companies a competitive advantage, helps them in social and environmental risk management and 

maintaining access to financing from socially responsible investors and banks (Carroll & Shabana, 

2010) whereas the ones holding the opposing view see it as “greenwashing” or mere PR-spins 

(Laufer, 2003; West, 2013). 

3.3.1 CSR & Profitability 

Margolis and Walsh (2003) studied the relationship between CSR performance and financial 

performance in a research of 127 empirical studies conducted between the years 1972-2002. They 

found that in about half of the studies there was a positive relationship between CSR and financial 

performance. However, these results were not conclusive as they contained numerous 

methodological shortcomings and explanatory theory. Nevertheless, Margolis and Walsh found 

little evidence of negative relationship of CSR and financial performance, and thus there is no 
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evidence stating that CSR would be harmful for a company’s wealth generating ability, which 

should ease the concerns regarding shareholder value. However, Banerjee (2008) argues that “in 

any case corporate rationality dictates the nature and scope of acceptable CSR practices engineering 

the inevitable compromise of making a business case for corporate social responsibility.” (p. 17) 

3.3.2 Critique towards CSR 

Definitions of CSR are traditionally formulated from the Western viewpoint (Rafi Khan & Lund-

Thomsen, 2011). Consequently, CSR problems are seen as outcomes of management failures that 

can be “fixed” by companies. Therefore, complex issues related to economic, social and 

environmental justice are simplified. Banerjee (2008) argues that “despite its emancipatory rhetoric, 

discourses of corporate citizenship, social responsibility and sustainability are defined by narrow 

business interests and serve to curtail interests of external stakeholders” (p. 3). As mentioned, the 

term “stakeholder” can be defined in a “maddening” (Mitchell et al., 1997) number of ways, but one 

of the narrower definitions is that of Freeman (1984) which defines stakeholders as “any group or 

individual who can affect or is affected by the achievement of the organization's objectives” (p. 46) 

 

Banerjee’s (2008) alternate and critical perspective founded on Mitchell’s (1989) findings views 

CSR discourses as ideological movements that are intended to legitimize the power of large 

corporations. Banerjee (2008) states that corporations have historically had to account only for their 

economic input to society, which has spurred increased demand for regulation and social 

accountability towards corporations’ actions. Regulations have to a great extent been implemented, 

but these regulations have been largely influenced by the corporations themselves. Banerjee (2008) 

argues that it would be naïve to think that laws governing the behavior of corporations are made in 

isolation and without active involvement from industry as “[p]olitical lobbying as a corporate 

strategy has more than a 200 year history” (p. 13). 

 

In relation to CSR, Banerjee (2008) questions the entire notion of managers being able to be seen as 

moral actors. He states that it is assumed that the corporation is solely guided by narrow economic 

self-interest and that “individual managers’ role in accommodating stakeholder interests is 

predefined at higher levels and practices at this level are governed and organized by organizational 

and institutional discourses”, and asks whether “managers do really have genuine freedom to make 

socially responsible decisions” (p. 12). He continues by arguing that a second outcome of the self-

interest assumption is that it leads to a free rider scenario where corporations will not usually take 
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the socially responsible course of action unless it meets their profitability criteria (Regan, 1998, in 

Banerjee, 2008, p. 12). He says that this view follows the “corporate social responsibility is good 

for business” idea, which is popular, for example among many CEOs, government officials, 

academics and NGOs. In cases when the only obsession is to be profitable, then governments and 

other agencies need to regulate business to produce socially beneficial outcomes, which is another 

aspect where this approach falls short. He states that laws are mostly created after the fact and 

cannot anticipate every form of social evil, which also becomes problematic, as monitoring 

compliance can be a costly process and involve high transaction costs. Even though a corporation 

can to some extent be a “legal person” (for more detailed description, see Windsor, 2001; 

Banerejee, 2008), the issue is more crucial with MNC’s moving across borders to looser legislative 

frameworks as a MNC cannot be a “world citizen”. 

3.4 Legitimacy, Social License to Operate and Free, Prior and Informed Consent 

Full legal compliance with state environmental regulations has become an increasingly insufficient 

means of satisfying society’s expectations with regards to operating in the field of natural resources 

(Prno & Slocombe, 2012). Companies using natural resources are under incremental pressure from 

NGO’s, stakeholders and the general public to take their affected stakeholders into account in a 

more comprehensive manner (Shepard, 2008; Thomson & Boutilier, 2011; Prno & Slocombe, 

2012). This chapter will look into the concepts of legitimacy, FPIC and SLO, and aims to present 

the relevant implications, problems and challenges of the aforementioned concepts that are relevant 

for my research focus. 

3.4.1 Legitimacy 

There are various different definitions of legitimacy (Foldvary, 2012; Melé & Amergou, 2015), as 

well as classifications between different types of legitimacies (Suchman, 1995). This chapter aims 

to briefly define what is commonly regarded as legitimacy in projects related to the use of natural 

resources, as well as to define what the concept entails in this research. According to Melé and 

Armengou (2015) “Legitimacy is a widely used concept in political studies and one which has also 

come into use in business corporations and organizational theory. Legitimacy comes from the Latin 

legitimus, meaning ‘lawful’, originally ‘fixed by law, in line with the law’. Nowadays, the meaning 

of legitimacy is also related with the acceptance or justification of the existence of an institution 

beyond ‘legality’ (pertaining to the law).” (p. 729)  Corporations are generally seen as legitimate 

institutions and the justification of one’s existence can be found in its contribution to the common 
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good in different ways (the provision of goods and services which serve people’s needs, creating 

wealth, providing jobs, developing knowledge, etc.), and which is why corporations generally 

receive support from society. (Melé & Amergou, 2015) 

 

The popular classification of different types of legitimacy in the field of organisational sciences 

(Melé & Amergou, 2015, p. 729) by Suchman (1995) identifies “three primary forms of legitimacy: 

pragmatic, based on audience self-interest; moral, based on normative approval: and cognitive, 

based on comprehensibility and taken-for-grantedness” (p. 571). Koppel’s (2008) evaluation of 

these types of legitimacy argues that “moral legitimacy is the ‘true meaning of the word 

legitimacy’, as both cognitive and pragmatic legitimacy imply only that an authority is 

acknowledged and submitted to” and “whether this authority deserves its status or imposes it is not 

a criterion for cognitive and pragmatic legitimacy’’ (Koppell 2008, p. 182). Moral legitimacy does 

not rest on “judgments about whether a given activity benefits the evaluator, but rather on 

judgments about whether the activity is ‘the right thing to do’.” (Suchman, 1995, p. 579). However, 

according to Ehrnström-Fuentes (2015), “Suchman’s definition of legitimacy assumes that 

legitimacy is an established and universal concept and that there are common systems of norms, 

values and beliefs that can define the limits of what is and is not legitimate” (p. 4).  

 

However, as Ehrnstöm-Fuentes (2014) clarifies, creating legitimacy through Habermasian view of 

deliberative democracy, originates from Habermas’ theory of communicative action, the basic 

assumption of which is that open and free dialogue will lead to consensus. The idea is that 

legitimacy is achieved when all citizens have at least been accorded the opportunity to speak, and 

when a consensus is not possible, the outcome has at least been justified to all parties. However, the 

problem with the approach is that it originates from lived realities and experiences in Europe, which 

stem from the bourgeois society of Europe between 1700 and the 1960s. This deliberative 

democracy thus emerges from a limited, Eurocentric perspective, under the assumption that all 

human beings not only have equal basic human rights but also common interests, such as benefiting 

from increased development (Santos, 2013). The Eurocentric vision fails to take into account those 

who live outside the Eurocentric reality, (Santos, 2010) who account for four fifths of the 

population (Mignolo, 2011). Santos (2010) points out that such consensus building based on 

rational arguments in situations that promote free speech under these conditions do not account for 

the colonial difference, which refers to the subordination of knowledge and culture of populations 
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outside the Eurocentric reality, who are ones that do not benefit from modernity but suffer its 

colonial consequences. (Escobar, 2008) 

 

Mignolo (2011), states that modernity, looked from a decolonial perspective, is perceived as a 

European construct that hides the atrocities committed by its darker side, coloniality, which has 

been justified by the rhetoric of modernity. Modernity promises salvation and progress, for example 

development, but conceals the dark side of coloniality. Embedded in this rhetoric, values, beliefs 

and interests within modernity are seen as obtaining universal validity, simultaneously discrediting 

others by classifications, such as developed/underdeveloped or civilized/barbarian (Mignolo, 2011, 

p. xxi). He also says that Western philosophy has successfully been able to create a myth of 

universal knowledge. 

 

Legitimacy is often referred to as the necessary “social license to operate” that the company 

requires from society, or more accurately from its stakeholders, in order to get access to certain 

resources or business, and to retain the access and acceptance to be ultimately able to survive as 

business (Ehrnström-Fuentes, 2015, p. 2). This study also considers legitimacy to be a part of, as 

well as being the prerequisite to, SLO, thus being in accordance of the division used by for example 

Thomson & Boutilier (2011) and Jijelava & Vanclay (2017), as it will be presented in the next 

chapter. In this study the pragmatic and cognitive sides of this classification of legitimacy will be 

left out of the focus, as the case company Statkraft is legitimate in the “literal” sense by acting 

within the boundaries of the law (Bidegain, 2016).  

3.4.3 Social License to Operate & Free, Prior and Informed Consent 

Some companies are adopting a model, the SLO, as part of their CSR strategy (Prno & Slocombe, 

2012). The majority of SLO literature is based on findings related to mining and other extractive 

industries (e.g. Thomson & Boutilier 2011; Prno & Slocombe, 2012; Jijelava & Vanclacy, 2017), 

but it is also applicable in the field of renewable energy, such as hydropower (Pittock, 2010; Taylor 

& Pinamonti, 2016; Raufflet et al., 2013).  

 

The dependency on the natural resources that the company needs to access as a part of their 

business model is in the core of SLO (Thomson & Boutilier, 2011). The SLO was developed as a 

response to a United Nations initiative that required industries that operate in the territories of 

Indigenous people to secure Free, Prior and Informed Consent (FPIC) from the Indigenous people 
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(Wilburn & Wilburn, 2011). It is nowadays widely recognised that SLO needs to be gained from 

local communities in order to avoid potentially costly conflict and exposure to social risks (Prno & 

Slocombe, 2012). According to Shepard (2008, p. 1), “there are several definitions of ‘social license 

to operate’, but they are primarily variations on the theme of ‘acquiring FPIC from indigenous 

peoples, and local communities through mutual agreements’”. Thomson and Boutilier (2011, p. 

1779) describe SLO’s nature by stating that “at the level of individual [...] project, the SLO is 

rooted in beliefs, perceptions, and opinions held by the local population other stakeholders by the 

mine or the project. It is therefore ‘granted’ by the community”. SLO is also intangible, unless these 

beliefs, opinions and perceptions are measured. SLO is dynamic and non-permanent, as beliefs, 

opinions and perception can, and often do change over time. The dynamic nature means that the 

SLO has to be actively maintained when once granted (Jijelava & Vanclay, 2017).  

 

According to the Ethical Funds Company (2009) SLO is obtained “outside of the government or 

legally-granted right to operate a business. A company can only gain a SLO through the broad 

acceptance of its activities by society or the local community. Without this approval, a business 

may not be able to carry on its activities without incurring serious delays and costs.” By Melé and 

Amergou’s definition (2015), SLO is considered the social approval of those affected by a certain 

business activity, and it is receiving increasing attention, especially in the context of controversial 

projects, where moral legitimacy can be seen as providing ethical support to SLO. Simply put, SLO 

is an expression or turn of phrase that refers to the level of acceptance a company or project has 

from local communities (Jijelava & Vanclay, 2017) and is in its core informal and intangible 

(Raufflet et al., 2013). Losing a social license represents extremely high sociopolitical and business 

risks, which may even mean nationalization in some contexts. (Thomson & Boutilier, 2011) 

 

Raufflet et al. (2013) state that most of SLO definitions have been formulated by different types of 

practitioners and policy-makers, such as consultants, international financial institutions, investment 

companies and company executives. They continue by arguing that definitional and theoretical 

developments from academic researchers in management as well as from legal research is still 

limited (p. 2224). The starting point to SLO is often the legal permits granted to the MNCs by the 

state in the name of development, which most often refers to overall wealth creation in a national 

context, for example measured by Gross National Product. Legal legitimacy granted by authorities 

thus is a necessary, but not sufficient condition for acceptability of projects or investments. 
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(Raufflet et al., 2013) According to Hall et al., (2015) business representatives consider the concept 

of SLO to have a stronger focus on the relational interactions with stakeholders near local 

operations than the already well-established CSR and sustainability concepts. 

 

Raufflet et al. (2013) distinguish between two forms of value for the companies that are related to 

obtaining SLO, which are rooted in direct and indirect risks for business.  

Firstly, direct value creation concerns the direct cost-benefit of investments in building a SLO. The 

direct value can be calculated and enables substituting expensive expatriates with local hires. 

Secondly, indirect value protection concerns the indirect risk mitigation potential of company’s 

actions that are related to the establishment of the social license, which includes, for example, the 

value of avoiding increase capital expenditure due to delays, disruptions, and lawsuits. This type of 

value is intangible and difficult to calculate. Often the existence of such invisible, tacit, or implicit 

value is realised only when problems actually arise. (Raufflet et al., 2013) 

 

Thomson and Boutilier (2011) refer to the SLO related concept of FPIC as another form of 

consultation, whereas Shepard (2008) describes FPIC as being the very essence of SLO. This study 

considers the concepts of legitimacy and FPIC to be parts of SLO.  

3.4.4 Theoretical background of SLO 

Raufflet et al. (2013), describe the social license as being an interface between a company and a 

host locale. They state that from a theoretical perspective, the source of SLO relates more to two 

traditions in the business and society literature. The first tradition views the SLO debate as an 

extension of CSR, which focuses on companies taking steps and adopting practices for the benefit 

of the stakeholder communities beyond compliance with laws and regulations. The second tradition 

views the SLO debate as an extension of the stakeholder theory, which states that companies should 

manage their relations with stakeholders in order to ensure legitimacy, as well as ultimately their 

survival. They follow by stating that neither of these traditions, however, consider SLO as a specific 

issue, and that therefore future research would be insightful. (Raufflet et al., 2013) This paper 

focuses on SLO as an extension to CSR. 
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3.4.5 Levels of SLO   

The SLO has been defined as existing when a project has the ongoing approval of the affected 

stakeholders and the local community. Thomson and Boutilier (2011) make division between three 

levels of SLO: The lowest level, acceptance, refers to the affected stakeholders’ or the community’s 

disposition to “tolerate, agree or consent” to the suggested project. Second level, approval, refers to 

the affected stakeholders or the community having a “favorable regard, agreeing to or being 

pleased with” the project. Third, the highest level, trust, albeit not common, means that a 

substantial part of the affected stakeholders incorporate the project into being part of their collective 

identity. If this trust level is achieved, the stakeholders themselves might become advocates for the 

company and, for example, engage in publicly defending it. The three levels of SLO are preceded 

by low borderline legitimacy, to which indicators can be shutdowns, sabotages, boycotts, 

blockades, violence, and legal challenges. Furthermore, Thomson and Boutilier (2011) state that 

although the acceptance level is sufficient for the company to go forward with the project and 

maintain the processes successfully, the higher levels of SLO are more beneficial for all parties 

involved, including the industry as a whole. This study is primarily focused in establishing the SLO, 

as it bears relevance to the problem description and research question. 

3.4.6 Problems of Interpretation and Implementation of SLO 

SLO faces a myriad of challenges in interpretation, as well as in many aspects of the practical 

implementation. This section aims to distinguish some of the attributes of the regarding 

interpretation and implementation of SLO. 

 

Shepard (2008) proposes the definition of SLO to be a ”comprehensive and thoroughly documented 

process to have local stakeholders and other vested interests identify their values and beliefs as they 

participate in scoping the environmental impact assessment of the proposed project and in 

identifying alternative Plans of Operations for the project” (p. 1). An important and relevant notion 

regarding this approach by the author is that this view on SLO “does not stipulate the community, 

stakeholders, and other groups approve of and support the project further arguing that such 

universal acceptance is virtually impossible, and not required in any other aspect of our economic, 

social, or political lives” (p. 1).  

 

Thomson and Boutilier (2011) state that the informal SLO is well compatible with legal norms in 

national contexts, that perform under the principles of common law, but informal nature of SLO 
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faces difficulties in countries that operate under principles of civil law, such as majority of Latin 

American (LA) countries. In countries operating under civil law, only an official authority can grant 

a license. Consequently, the community and the civil society are looking forward to seeing the SLO 

in terms of a dynamic, ongoing relationship between the company and its stakeholders. On the other 

hand, the parties responsible of the regulation, as well as many of the companies, see the license as 

a formal permission entailing specific procedures and events in which the regulators are central in 

granting the license. Thomson and Boutilier (2011) thus argue that both of the views on SLO 

(Shephard, Thomson & Boutilier) above are incapable of capturing the vision of SLO being 

dynamic, granted by the community, descriptive of the quality of the relationship between the 

stakeholders and the company, or involving the reputation of the company.    

 

SLO is also widely seen as another instrument for companies to seem legitimate and to tackle 

stakeholders’ requirements (Ehrnstöm-Fuentes & Kröger, 2016; O’Faircheallaigh, 2012). 

Ehrnstöm-Fuentes and Kröger (2016) see SLO as a market-based concept where local grievances 

are downplayed, and where the most influential stakeholders (financially speaking) give the 

company the licence to proceed with their operations. They base the argument on Mitchell’s (1997, 

p. 874) idea that stakeholders can be categorised as influential based on their “salience” and 

Wilburn’s (2011) view on the stakeholders’ perceived power, urgency and legitimacy from the firm 

perspective. Thus, Ehrnstöm-Fuentes and Kröger (2016) argue that “SLO goes as far as the 

corporation's interests and its own moral viewpoints are involved, but not necessarily beyond this 

point, leaving silenced grievances and different viewpoints on moral values in the shadows” (p. 2).  

 

Furthermore, according to Kepore, Higgins and Goddard (2013), the stakeholder perspectives are 

mostly considered in negative light, and that their standpoint is largely assumed, particularly in 

cases of Indigenous stakeholders. They continue by stating that stakeholders “are conceptualised as 

a source of potential trouble for business, and it is assumed they are sufficiently powerful and 

organised to act in the face of poor business behaviour” (p. 35). Additionally, Parsons et al. (2014) 

state that the concept of social licence suggests that stakeholders may threaten a company's 

legitimacy and ability to operate through boycotts, picketing, or legal challenges. However, this 

given interpretation of legitimacy does not imply that stakeholders would have the same capacity as 

the state regulators to grant or withhold a project’s right to exist. 
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Ehrnstöm-Fuentes and Kröger (2016) state that as many companies struggle with credibility issues, 

those issues are not likely to be resolved by the “introduction of a new yet merely discursive twist 

[SLO], which amounts to little more than an empty promise” (p. 2). They continue by arguing that 

“without examining SLO from the perspective of the locals, there is a risk that it only serves to 

momentarily extend corporate power over marginalised communities, while fuelling social unrest 

and aggravating tensions on the ground” (p. 2). They additionally claim that according to their 

empirical findings, SLO is mostly an indicator of whether a particular project is supported by the 

state, since the state is the only party that can remove permits and officially reject investments of 

companies. 

3.4.7 Stakeholder Identification and Relationship Building as Part of SLO 

Identifying stakeholders is an important part of SLO as well as a company’s strategy. Stakeholders 

can most simply be defined as those who will be affected by the company’s actions, often a 

particular community or communities (Thomson & Boutilier, 2011).  The company should be able 

to define by name the local stakeholders who make up the community, after which they are to 

determine who speaks up for each group of affected stakeholders as an opinion leader. At the first 

stages of interacting with the affected community, the level of social capital is very low. Social 

capital can be described as the goodwill available to individuals and groups, and it is based on the 

content and structure of an actor’s social relations (Adler & Kwon, 2002). Social capital can be seen 

as set of benefits that network members can enjoy because of their unique patterns of connections in 

a network (Thomson & Boutilier, 2011, p. 1789). In the early stages of building a stakeholder 

relationship, the company should seek to engage the whole community in the relationship. In case 

this fails, there is “no way the community can collectively grant a social license” (p.1783), resulting 

in the delay in relationship development. If the relationship development gets delayed, gaining the 

social license will also get delayed, often entailing a high financial cost to the company. Thomson 

and Boutilier (2011) further argue that anyone who claims that there would be no time to engage in 

long for a lengthy relationship-building process is likely to encounter serious delays imposed by the 

stakeholder community.  

 

Thomson and Boutilier (2011) also highlight the importance of the cultural surroundings within the 

community. Companies tend to perceive communities as coherent, cohesive and rational economic 

entities, which is rarely the case especially when rural and Indigenous communities are in question. 

Another important point highlighted by the authors is the difference in how time is perceived as a 
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part of the project schedule. The companies tend to expect the progression of the plans to happen 

according to their schedule, whereas the communities are rarely in any hurry to settle issues 

regarding granting or not granting the social license. (p. 1787) 

3.4.8 Common Reasons for Failure in Gaining SLO 

Thomson and Boutilier (2011) outline common reasons for the companies to fail in their attempts to 

gain SLO. One of them is the failure to invest fully in relationship building, as the company 

representatives often delay their full engagement with the stakeholders until what they consider as 

the “right moment”, meaning that this happens when there already is a certainty within the company 

that the project will go ahead. Another common fallacy is “selective engagement”, which involves 

only the stakeholders who perceive the project favourably, leaving a significant portion of the 

community out of the dialogue, which can lead to the rejection of the project by those not included. 

Failure to understand the internal structures and relationships within the community is yet another 

common mistake by the companies. This can result in creating differences and rivalries between the 

community members, leading to conflict. Over-reliance to the legal rights and permits and thus 

failing to genuinely respect the stakeholders views, not delivering according to promises and 

misunderstanding or overestimating the quality of the relationship with the community are also 

among the most essential reasons for failure to gain SLO. (p. 1788) 

3.4.9 Stakeholder Engagement in the Context of Indigenous Peoples 

This section will concentrate in stakeholder engagement in Indigenous context, by looking into 

what companies wishing to operate in areas that are in one way or another important to Indigenous 

peoples should take into account when interacting with Indigenous stakeholders, and what possible 

consequences the company might face when failing to do so. “Stakeholder engagement is 

understood as practices the organisation undertakes to involve stakeholders in a positive manner in 

organisational activities” (Greenwood, 2007, p. 315). Stakeholder engagement is also referred to as 

consultation, which can be described as activities with a goal of ultimately increasing social 

acceptance of projects (Corscadden et al., 2012) or to elicit feedback, criticism, and suggestions 

from the stakeholders (Pickert & Sugarman, 2005, p. 1123). Despite the nuanced differences, in this 

paper these terms are considered to be describing same activities and are used interchangeably. 

 

Bruijn and Whiteman (2010) state that as a response for several fierce conflicts between MNCs and 

Indigenous communities in the recent years, companies have responded to these conflicts by 
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starting to identify Indigenous Peoples as important local stakeholders. In the case of Indigenous 

community as a stakeholder group, Whiteman (2009, p. 114) points out that few Indigenous groups 

self-identity as stakeholders of the firm, but rather perceive themselves as ‘‘relatives’’ of the land. 

Additionally, unless mutual benefits and common ground can be identified, there can be no ethical 

basis for stakeholder relations (Lertzman & Vredenburg, 2005). Indigenous people can be expected 

to hold firm to their perceived rights to determine their priorities regarding their land, which also 

has to be made on their terms and their timeframe. Additionally, as they believe that they are 

relatives of the land, they rarely consider land as a marketable commodity. Some parts of 

Indigenous land, for example mountains, rocks, rivers, and specific places, can also hold religious 

and ceremonial significance comparable to the significance that the great religions place on 

Jerusalem or Mecca. (Downing et al., 2003) 

 

Downing et al. (2003) state that non-indigenous stakeholders are prone to misunderstand 

Indigenous peoples’ attachment to the land, as in their view it would primarily be an economic 

transaction in which the loss of land and resources is compensated with money, potential 

employment and possible material benefits. To Indigenous peoples protecting the land often means 

protecting the culture, and the loss of land may mean that their entire culture is being threatened, 

including their ways of life together with shared understandings, their pasts along with the presents 

and the futures. (Downing et al., 2003)  

 

According to Imbun (2006), Indigenous stakeholders often form a “love-hate relationship” with the 

company and the project, meaning that the company operating is enjoying support from a part of the 

Indigenous community, while experiencing fierce resistance and repulsion from another. Similar 

findings regarding the love-hate relationship were also found from case study of Kepore et al. 

(2013) from studying an Indigenous community’s response to a mining project in Papua New 

Guinea. However, the aforementioned love-hate relationship seems to appear in numerous cases 

without the “love” prefix, as many companies have experienced fiery, organised opposition towards 

their proposed projects (Bruijn & Whiteman, 2010; Lertzman & Vredenburg, 2005). Studying the 

identity work of the Indigenous peoples as part of their collectively organised resistance will be left 

without more precise scrutiny in this paper, and will be considered as a direct consequence of 

failure in relationship building from the companies’ behalf towards the Indigenous communities. 
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3.4.10 Indigenous Peoples as Stakeholders as Part of SLO - Challenges and Criticism 

The parties speaking in favour of SLO argue that by aligning the values of business and community 

under a shared vision on how to run projects, both shareholder value and benefits to the community 

and its development programmes would be maximised (Porter & Kramer, 2011). However, a 

substantial amount of research (Ehrnström-Fuentes & Kröger, 2016; Whiteman, 2009; Bruijn & 

Whiteman 2010; Kepore et al., 2013) shows that especially in the context of Indigenous 

stakeholders, this alignment is easier said than done. In spite of increased stakeholder 

communication, the attention paid in marginalised and in some cases altogether excluded 

stakeholders, who do not possess the power to make their voices heard, has been insufficient. These 

stakeholder groups often have views that are not compatible with the solutions proposed by MNCs. 

(Edward & Willmott, 2008). 

 

According to Lertzman and Vredenburg (2005, p. 250) differences in perspectives when building 

bridges between cultures are inevitable, while Ehrström-Fuentes (2015) refers to these differences 

as being incommensurable. Lertzman and Vredenburg (2005) argue that there can be an ethical 

basis for interaction with companies and Indigenous peoples. In this interaction, companies can 

develop ethical relationships with Indigenous peoples through extended intercultural dialogue and 

shared institution building. They continue by stating that while this “cultural bridging” between 

Indigenous culture and Western corporate culture is possible, it requires substantial institutional 

support and the long-term development, which should involve bi-cultural leaders and bi-cultural 

verification standards, which they say follows the ‘‘two heads are better than one’’ principle (p. 

250). However, Ehrnström-Fuentes (2015) argues that “[w]hen incommensurable differences exist 

regarding the use of land between corporate entities and local community stakeholders, what is one 

party’s gain is the other’s loss; there is no consensus that can be reached, no win-win situations to 

be found” (p. 2). Banerjee (2011) points out that the disconnection between local realities in the 

Indigenous context in relation to the interests of powerful stakeholders elsewhere opens up the 

concept of SLO to one of its major weaknesses, which regards the concept’s compatibility with the 

increasingly visible local resistance against extractive operations across the world.  

Some research (e.g. Ehrnström-Fuentes & Kröger, 2016; Kepore et al., 2013; Lertzman & 

Vredenburg, 2005; Whiteman, 2009) shows that sufficient level of stakeholder engagement in 

Indigenous stakeholder relations does not often take place. Lertzman and Vredenburg (2005) state 

that unless mutual benefits and common ground can be identified between the companies and the 
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Indigenous stakeholders, there can be no ethical basis for stakeholder relations. Bruijn and 

Whiteman (2010) also argue that in many instances this does not happen, even if there was the 

possibility for ethical engagement. They state that natural resource development on Indigenous land 

is typically characterized by distinct power imbalances due to the fact that many Indigenous 

communities do not have, or have incomplete land rights. However, they say that these differences 

in perceptions are partially what strengthen the resulting agreements, when and if one is achieved. 

They are of the opinion that including different ways of knowing strengthens sustainable 

development management.  

 

In their article Ehrnström-Fuentes and Kröger (2016) identify similar challenges in building 

stakeholder relations when attempting to gain SLO in the context of Indigenous communities. They 

distinguish four problem areas, which are the risk of cooptation, power imbalances, the 

impossibility of shared values in situations of conflicting ontologies and the lack of attention paid to 

the voice of the locals in global certification processes (p. 3). They furthermore state that the 

criticism towards SLO in its current form is regards largely to the view that SLO is being used to 

disguise or silence the opposition at the local level. According to Sign (2015) in some cases, the 

companies have compensated only a selected part of the community in order to obtain SLO 

successfully in the short term. These activities, however, caused the emergence of series of other 

negative impacts on the community simultaneously undermining genuinely sustainable 

development by de-establishing social relations between the people in the local community. 

According to Ehrnström-Fuentes and Kröger (2016), in this way failing to examine the 

consequences of certain investments from a long term perspective damages the credibility of the 

SLO concept itself while making it unclear, what constitutes responsible and sound investment 

policies. 

 

The relations and history between Mapuches and the Chilean state, which will be further elaborated 

in this paper, complicate complex situations even further. An interview excerpt from an Indigenous 

stakeholder found in the paper of Ehrnström-Fuentes and Kröger (2016) state that with such history 

of mistreatment and humiliation, regaining trust will not be easy. The interviewee contrasts the 

conduct of MNCs and the Chilean state to beating his wife and pretending the next day that 

everything is fine, when it obviously is not. Ehrnström-Fuentes and Kröger (2016) argue that 



   27 
 

comments of this nature highlight the importance of including power relations and politics to focus 

when SLO is researched. (p. 18) 

3.5. International Standards 

Many international ethics and performance standards, and so called “community development 

agreements” have been created in the past years in order to both defend the rights of the affected 

stakeholders, as well as to serve as guidelines for companies on responsible and sustainable conduct 

(O’Faircheallaigh, 2014; Gilbert & Rasche, 2007; Rasche, 2010). Such standards are applied in 

“private regulation”, which occurs through voluntary, private, nonstate industry, and cross-industry 

codes that address labour practices, environmental performance, and human rights policies (Vogel, 

2010, p. 68). This chapter draws on existing literature concerning opportunities and shortcomings of 

Standardized ethics initiatives, particularly the IFCPS and Forestry Stewardship Council’s (FSC) 

standards.  

3.5.1 International CSR Standards - Opportunities and Problems 

Gilbert and Rasche (2007) explain why international standards are helpful tools when it comes to 

“managing” stakeholder relations, but also face considerable limitations that can eventually hinder 

their successful expansion. They state that all corporate actions have social, environmental, and 

economic impacts of one sort or another and Multi-national Companies (MNC) cannot escape 

responsibility for those impacts, be they negative or positive, and the global power of MNCs always 

correlates with global responsibility.  

 

Although there has been a growing mass of legislation over the last couple of decades over the 

actions of companies, governments have not yet been able to adequately address these social and 

environmental issues on an international level. Gilbert and Rasche (2007) see the standardized 

ethics initiatives as promising approaches that complement efforts by legislation to better address 

social and environmental issues. Standardized ethics initiatives, represent predefined norms and 

procedures for organizational behavior with regard to social and/or environmental issues, and 

complying to these standards is ensured either by the organization itself, its stakeholders or 

independent institutions (i.e. auditing bodies). According to Gilbert and Rasche (2007) standardized 

ethics initiatives are increasingly used by firms to show their accountability towards stakeholders. 

O’Faircheallaigh (2014) states that companies may face consequences for failures to honour 
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existing commitments or dilute CSR policies in terms of “community backlash” and negative 

publicity. 

 

One key claim presented by Rasche (2010) is that although standards can potentially be useful tools 

to practically advance corporate responsibility, there is also a need to establish critical distance in 

order to acknowledge that standards themselves can never be a complete solution to the many social 

and environmental problems that are currently being faced. He states that “Corporate responsibility 

standards are usually offered as a set of quick answers rather than a way of grasping the numerous 

aporias that underlie the notion of corporate responsibility as such” (Rasche, 2010, p. 280). 

 

Thus, Rasche (2010) does not argue that ethics standards are not needed, or even that they have no 

impact at all. He argues that some standards are indispensable and a great practical option for 

companies to increase their CSR efforts, but that these standards inevitably have their limits. 

Despite all the excitement around standardisation in the field of corporate responsibility, there is 

still plenty to think about when it comes to critically reflecting standards’ application in practice 

(Rasche, 2010, p. 289). Vogel (2010) argues that while this private regulation has resulted in some 

considerable improvements in corporate behaviour, it still cannot be regarded as a substitute for the 

more effective practise of state authority at both the national and international levels. He states that 

ultimately, private regulation must be integrated with and reinforced by more effective state-driven 

regulatory policies, both nationally and internationally. 

 

O’Faircheallaigh (2014) argues that the efficacy of public regulation in addressing the 

environmental and other impacts of industrial development is the subject of extensive debate. He 

claims that regulation has resulted in major improvements in environmental standards, and it has the 

capability to challenge the uncertainty associated with various voluntary initiatives. However, he is 

of the opinion that state regulation can often be inflexible and unresponsive, particularly in the 

contexts of specific circumstances of communities and regions. Raufflet et al. (2013) also state that 

such international standards, which are often closely related to the SLO and CSR, are necessary 

benchmarks but have their limitations. O’Faircheallaigh, (2014) argues that at their core CSR 

commitments are practically voluntary, and as such can offer communities little assurance that their 

interests will be protected, particularly over the longer term (p. 94).  
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3.5.3 Problems and Opportunities of IFC Performance Standards Concerning Indigenous 

Peoples 

The IFCPS have become a leading corporate benchmark for environmental and social 

risk management (West, 2013, p.1). O’Faircheallaigh (2014) states that even though most standards 

only serve as guides for companies, and as such complying with the standards is not obligatory, he 

sees the IFCPS as a possible exception. IFCPS are “mandatory for projects the IFC helps to finance 

and where affected communities have access to a Compliance Ombudsman Advisor if they believe 

that projects have not complied with the Performance Standards or have adversely affected them” 

(O’Faircheallaigh, 2014, p. 94). Many of the IFCPS, however, are in effect up for interpretation 

when it comes to implementing them. The wording of the standards in many instances can create a 

possibility for the companies to contest claims of non-compliance. The choices of words include 

examples such as “considering” to apply certain measures and to apply “where feasible”, in cases 

where there could clearly be disagreement about what is or is not feasible. (O’Faircheallaigh, 2014)  

 

Furthermore, a similar issue concerns the nature of Indigenous heritage (IFC, 2012). The wording 

suggests that the question of whether or not the Indigenous heritage is “critical”, and thus requires 

the application of FPIC, could be contested (O’Faircheallaigh, 2014). O’Faircheallaigh argues that 

these attributes of the IFC Performance Standards could make it difficult for communities to 

prosecute a successful complaint with the Compliance Advisor Ombudsman. Additionally, 

O’Faircheallaigh states that the Standards leave it unclear what action the IFC would take if a 

complaint was upheld and dispute resolution failed or, more generally, if the IFC found that a client 

was in breach of the standards and failed to resolve that breach. The IFC expresses that it would 

“exercise its rights and remedies, as appropriate” (IFC, 2012; O’Faircheallaigh, 2014). However, 

according to O’Faircheallaigh (2014) it is unclear from public documents what this would mean for 

the companies, or if the IFC has followed this course of action in relation to any of its investments.  

 

O’Faircheallaigh (2014) looks into the World Bank (which IFC is part of) policies on Indigenous 

Peoples. The policy (World Bank, 2013) states that bank-financed projects include “measures to (a) 

avoid potentially adverse effects on the Indigenous Peoples’ communities, or (b) when avoidance is 

not feasible, minimize, mitigate, or compensate for such effects’. Furthermore, the policy states that 

projects are designed “to ensure that the Indigenous Peoples receive social and economic benefits 

that are culturally appropriate and gender and intergenerationally inclusive”. O’Faircheallaigh 

(2014, p. 94) further clarifies that when companies are pursuing these goals, the World Bank Policy 
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(2013) requires the borrowers to develop and present an “Indigenous Peoples Plan”. This plan 

should  “ensure that Indigenous Peoples affected by the Project receive culturally appropriate social 

and economic benefits, and to avoid, minimize or compensate for any adverse effects on Indigenous 

people” (IFC, 2012, Clause 12.). The borrowing companies must additionally be able to show that 

the proposed project has “broad community support” (World Bank, 2013). 

 

In addition to the discretionary wording of many of the IFCPS and World Bank policies, 

O’Faircheallaigh’s (2014) findings include various shortcomings in the policies and their 

implementation. The shortcomings found in Review of the Implementation of the Bank’s 

Indigenous Peoples Policy over the period 2006–2008 by World Bank’s Quality Assurance and 

Compliance Unit (2011) include that, for instance, almost no negative impacts on Indigenous 

Peoples were mentioned. The projects might have been considering short-term positive or negative 

impacts, but usually failed to consider the long-term impacts that project could have on the 

livelihood, social organization and cultural integrity of Indigenous Peoples, as well as lack of 

monitoring. Furthermore, the impact assessment had been done well in about half of the projects 

and that broad community support was evidenced in less than half of all projects. O’Faircheallaigh 

(2014) underlines two major weaknesses in World Bank’s approach. First of them is the lack of any 

mechanisms that would allow the “affected Indigenous peoples to themselves negotiate impact 

assessment and impact management regimes, and mechanisms for provision of community support, 

that would be acceptable from their point of view”. The second weakness is “the World Bank 

Policy focuses on requirements the lender must meet in order to secure access to World Bank funds, 

rather than on ensuring that impacts are managed and benefits maximised throughout the whole life 

of a project” (p. 95). 

 

However, vast improvement in World Bank’s acknowledgement of Indigenous peoples has 

happened in the recent years, as previous definitions of what constitutes an Indigenous people 

included clauses, which considered subsistence economy as one of the five main criteria. This 

would have according to Downing et al. (2003) entailed confusing the culture of poverty with 

a people’s cultural identity, leading to the erroneous proposition that if Indigenous 

peoples gain wealth or education, they become non-indigenous (p. 13). 
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Baker’s (2013) study on IFCPS finds similar flaws in the wordings of the standards as the ones by 

O’Faircheallaigh described above, as well as various and rather severe shortcomings of the IFC’s 

interpretation and practical implications of the SLO related concept of FPIC. FPIC, boldly short for 

Free, Prior and Informed Consent, does not, according to her findings mean so much free nor prior, 

and the consent does not really mean consent at all. The interpretation of FPIC in her view can be 

referred to as “consultation ‘plus’ something else”. She further concludes that “what is clear, 

however, is that unless a broad reading of FPIC is undertaken, many of the environmental and 

social risks that accompany large development projects are unlikely to disappear anytime soon, and 

the harms suffered by Indigenous communities in large-project settings will persist” (p. 705). 

Additionally, Baker stated that “it is difficult to imagine that the advocates who pushed for the 

IFC’s implementation of a free, prior, and informed consent model envisioned a construct in which 

‘consent’ did not mean consent at all, but meant a robust consultation process ‘plus’ something 

else” (p. 705). She also states that “In many respects this solution is woefully inadequate; however, 

at this juncture it may be the best option available” (p.705). In her view, however, the IFCPS might 

hold a lot of promise.  

 

Baker (2013) also addresses the fact that the IFC’s policy would appear to eliminate, if not 

significantly blunt, the existence of the countless financial risks that often follow large projects. 

These risks include, as also earlier presented in the literature, the risk of project disruption as a 

result of civil unrest, local protests, or violence directly related to a project. She says that as in 

theory, obtaining the FPIC from the Indigenous stakeholders prior to a project could curtail these 

risks, which in turn could affect the economics of a project. It could also aid developers of large 

projects, who often face tight construction timelines and are only interested in the revenue 

generated by the projects to pay back the loans granted by the IFC. (Baker, 2013, p. 670)  

3.5.4 Further Considerations of International Standards in Indigenous Context 

An example from Chilean and Uruguayan context about the discrepancies between FSC global 

certification standards and local grievances by Ehrnström-Fuentes & Kröger (2016) demonstrates 

that the disparities between the two are apparent. They state that particularly “FSC's third principle 

on Indigenous rights and the fourth principle on enhancing the community's social and economic 

well-being, do not cover all aspects of local discontent towards the company being assessed for 

certification. Where national laws clash with Indigenous claims for territory. FSC evaluation 

departs from the local regulatory framework, leaving the Indigenous claims unattended” (p. 19). In 
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their view, the certification schemes cannot guarantee locally grounded social sustainability in the 

long-term, as long as the principles do not include the right for the local populations to reject (to 

veto), in case their livelihoods or ways of life are threatened.  

 

Another significant legislative instrument concerning the rights of Indigenous peoples is the 

International Labour Organisation’s (ILO) convention 169, commonly known as ILO 169 which 

has been ratified by the Chilean state in the year 2008 (ILO, 2015). The convention, among other 

things, advocates the right to self-regulation for Indigenous peoples (ILO, 1991) However, as 

Thomson & Boutilier (2011) point out, ILO 169 is mainly directed towards the governments and 

not the private sector.  
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4. Research Methods 

This section introduces the methods that were used in answering the research question. The 

following overview presents the main steps taken in the research process, which are further 

elaborated in this chapter. 

4.1 Overview of the Research Process 

Following the research process presented by Saunders et al. (2009, p. 11), my research was 

commenced by formulating and clarifying of my research topic. After verifying that my desired 

topic meets the qualifications of a good research topic, including my own fascination towards the 

subject and scientific relevance, I proceeded to critically reviewing the relevant literature. Followed 

by the critical literature review, I defined my research philosophy, approach and design. The 

suitable data collection process was defined to consist of gathering secondary data from various 

sources as well as collecting primary data through semi-structured and in-depth interviews. The 

collected data was analysed using qualitative methods. The research process was not linear, but 

more iterative as I had to revise the steps throughout the process as I gained further understanding 

of the research topic. 

4.2 Philosophy of Science 

The adopted research philosophy contains important assumptions about the way in which the world 

is viewed, and these assumptions will support the chosen research strategy and the chosen methods 

within that strategy (Saunders et al., 2009, p. 108). The two main ways of examining research 

philosophy concern ontology and epistemology. Briefly described, ontology “is concerned with 

nature of reality” (p. 110), whereas epistemology “concerns what constitutes acceptable knowledge 

in a field of study” (Saunders et al., 2009, p. 112). 

 

In relation to the Saunders et al. (2009) dichotomy on subjective and objective ontology, I found 

subjectivism to be more appropriate in the study. Subjectivism, “holds that social phenomena are 

created from the perceptions and consequent actions of those social actors concerned with their 

existence”, whereas objectivism “portrays the position that social entities exist in reality external to 

social actors concerned with their existence” (p. 110). In addition to the subjectivist view of social 

phenomena being created from the perceptions and consequent actions of social actors, this is a 

continual process of social interaction, in which these social phenomena are in a constant state of 
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revision. Remenyi et al. (1998, p. 35 in Saunders et al.,2009, p. 111) emphasize the necessity to 

study “the details of the situation to understand the reality or perhaps a reality working behind 

them”. This view is commonly associated with the concept of social constructivism, which “follows 

from the interpretivist philosophy that it is necessary to explore the subjective meanings motivating 

the actions of social actors in order for the researcher to be able to understand these actions” 

(Saunders et al., 2009, p. 111). Given the level of complexity in the social matters in this study, I 

find subjectivism to be the more appropriate ontological approach for my study. 

 

Epistemology concerns what constitutes acceptable knowledge in a field of study (Saunders et al., 

2009, p. 112). Saunders et al. (2009) make a distinction between “resources researcher” and 

“feelings researcher”. The resources researcher is comfortable with the collection and analysis of 

“facts”, where the reality is represented by objects that are considered to be “real”, such as 

computers, trucks and machines. As such, these objects of research have a separate existence to that 

of the researcher and as such, it could be argued that the collected data are far less open to bias and 

therefore more “objective”. However, objects studied by the “feelings” researcher, such as feelings 

and attitudes as social phenomena, cannot be ideally measured statistically. Thus, the “resources” 

researcher is embracing what is referred to as the positivist philosophy to the development of 

knowledge whereas the “feelings” researcher is adopting the interpretivist philosophy. (Saunders et 

al., 2009, p. 113) 

  

According to Saunders et al., (2009) “Interpretivism aims to understand differences between 

humans as social actors. Interpretivism advocates that it is necessary for the researcher to 

understand differences between humans in our role as social actors” (p. 116). They state when using 

the interpretivist philosophy, the researcher has to adopt an empathetic stance, where the challenge 

is to “enter” the social world of the research subjects and to understand the world from their 

viewpoint. Interpretivist paradigm can be considered suitable for researching business situations, 

since they are not just complex, but unique as well. They are a function of a particular set of 

circumstances and individuals coming together at a specific time (Saunders et al., 2016, p. 116). 

This study has also adapted the interpretivist philosophy. 
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4.3 Research Approach 

Research approach is traditionally divided into deductive and inductive approaches (Saunders et al., 

2009). According to Easterby-Smith et al. (2008), defining the research approach is relevant as it 

helps the researcher to better establish the research design, which goes further than just data 

collection and analysis methods. Furthermore, the research approach aides the researcher to figure 

out which research strategies are suitable for the research, and more importantly, which ones are 

not. Lastly, they state that in some instances, the decision between the approaches might be 

constrained due to, for example, lack of data or insufficient understanding of the topic.   

  

The distinction between deductive and inductive approaches bears relevance to the extent and the 

way the theory is presented at the beginning of the research. In deductive approach, the existing 

theoretical literature is used as a starting point for the research, whereas in inductive approach, the 

researcher is to start off by collecting data and building theory as a result of analysing the collected 

data. Traditionally, deductive approach is associated more with positivistic research philosophy and 

inductive approach with interpretivism. However, Saunders et al. (2009) state that labeling the 

approaches belonging to certain research philosophies might potentially be misleading and offers no 

practical value. Deductive reasoning has its origins in research in the natural sciences, and 

researchers in the social science in the last century were critical of this way of reasoning that 

allowed identifying direct causality between specific variables. These direct cause-effect relations 

do not take into account the way that humans perceive and interpret their social surroundings. 

(Saunders et al., 2009) 

  

This study is not purely inductive nor deductive, but contains elements of both inductive and 

deductive reasoning, as both the existing theory and the collected data have contributed to the 

definition of the research topic, as well as the formulation of the research design. According to 

Saunders et al. (2009), combining the two approaches is not only perfectly possible, but can also be 

advantageous for the research. However, the research approach of this study leans more towards 

inductive reasoning, judging by the criteria presented by Saunders et al. (2009). Aspects such as 

“gaining an understanding of the meanings humans attach to events”, “a close understanding of the 

research context”, “the collection of qualitative data” and flexible structure, as well as little concern 

for generalisation, speak in favour of inductive approach (p. 127). On behalf of deductive approach 

speaks the fact that substantial revision of theoretical literature was conducted when aiming to 
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define the research design. Doing research through deductive approach has been criticized for the 

lack of clarity in terms of how to select appropriate theory hypothesis formulation, whereas 

inductive reasoning, is criticized because no matter the amount of the data, it cannot guarantee to be 

sufficient for reliable building of theory. (Saunders et al., 2009) 

4.4 Research Purpose 

The classification of research purpose, which is most commonly used in the research methods’ 

literature, is the threefold one of exploratory, descriptive and explanatory (Saunders et al., 2009, p. 

139). I have defined Exploratory study to be the most suitable for this study as according to 

Saunders et al. (2009) exploratory study is particularly useful when wishing to clarify the 

understanding of a problem, such as if the exact nature of the problem is uncertain. According to 

Robson’s (2002) definition, an exploratory study is particularly suitable in researches that seek to 

find out what is happening, especially concerning phenomena that are little understood. Exploratory 

studies also aim to find new insights, to assess phenomena in a new light, ask questions and 

generate ideas for future research. According to Robson (2002), it is also described as a very 

flexible way of conducting research (p. 59). Saunders et al. (2009) state that despite the exploratory 

research being described as flexible, it does not mean that the flexibility in exploratory research 

would refer to absence of direction in the research. It refers to the research focus being initially 

broad and becoming increasingly narrower in the process of the research. The research question 

presented earlier follows the principles of Punch (1998, as cited in Robson 2002, p. 59) which state 

that the research question should be “clear, specific, answerable, interconnected and substantially 

relevant”. 

4.5 Research Design 

Defining the research design is the next phase in the research process presented by Saunders et al. 

(2009). The research design consists of research strategy, research choice and time horizons. The 

research design corresponds the general plan of how the research question will be addressed. 

4.5.1 Research Strategy 

I have defined the most suitable research strategy for this study to be “case study”. Robson (2002) 

defines case study as “a strategy for doing research which involves an empirical investigation of a 

particular contemporary phenomenon within its real life context using multiple sources of evidence” 

(p. 178). According to Yin (2003), in case studies the studied context is of great importance, as the 
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boundaries between the studied phenomenon and the studied context are not evident. The case study 

strategy can be especially useful when the researcher aims to gain rich understanding of the context 

and the processes involved in it (Morris & Wood, 1991). 

  

Case study is also considered to be particularly suitable for generating answers to question “why”, 

although it can also be suitable for “how” and “what” questions. This is why case study is a strategy 

that is commonly used in exploratory and explanatory research. In terms of data collection 

techniques, various different types can be utilised, such as interviews or documentary analysis, and 

they can also be used in combination. Thus, when using case strategy, it is likely that the researcher 

needs to use and to triangulate multiple sources of data. (Saunders et al., 2009) According to 

Saunders et al. (2009), “[t]riangulation refers to the use of different data collection techniques 

within one study in order to ensure that the data are telling you what you think they are telling you” 

(p. 146). 

 

Yin (2003) makes a distinction between four case study strategies based upon two separate 

dimensions, which are 1) single case vs. multiple case and 2) holistic case vs. embedded case. This 

study falls into the category of “a single cases study”, as according to Yin (2003) it is commonly 

used in instances where the case is critical, unique or an extreme case. However, he also emphasises 

that when a single case study is chosen over multiple case study, there needs to be a strong 

justification for this choice. Another shortcoming of particularly single case studies is the low 

generalisability of the findings of the study. This however is not a concern as long as the researcher 

does not claim the findings to be generalisable (Saunders et al., 2009. p.158). Contrarily, a single 

case study can also be chosen as it provides an opportunity to analyse and observe a phenomenon 

that has not been previously considered to a large extent. An important aspect of using a single case 

study is clearly defining the case. (Saunders et al., 2009) 

  

Saunders et al. (2009) argue that despite case study strategy might have an “unscientific” feel to it, 

case study can, when well constructed, be a very worthwhile way of examining existing theory and 

can enable the researcher to challenge an existing theory, as well as also provide a source of new 

research questions. The data collection techniques employed may be various, and are likely to be 

used in combination. They may include, for instance, interviews, observation, documentary 

analysis. (Saunders et al., 2009) I firmly believe that my choice of case meets the criteria of being 
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sufficiently “unique and critical”, as in my literature review I found no exact precedents of SLO 

being studied in relation to IFCPS in hydropower and Indigenous contexts. 

4.5.2 Research Choice 

Qualitative research is used predominantly as a synonym for any data collection technique (such as 

an interview) or data analysis procedure (such as categorising data) that generates or uses non-

numerical data. Qualitative can also refer to data other than words, such as pictures and video clips. 

(Saunders et al., 2009, p. 150) Additionally, this study applies multi-method approach, which 

according to Saunders et al. (2009) refers to combinations where more than one data collection 

technique is used in association with analysis techniques, but these are to be applied within either a 

qualitative or quantitative worldview. In this qualitative study, I combined primary data from 

interviews to multiple sources of secondary data as well as different data analysis methods. 

4.5.3 Time Horizons 

In their division of time horizon of a research, Saunders et al. (2009) distinguish between cross-

sectional and longitudinal studies. Cross-sectional study offers a “snapshot” of a certain 

phenomenon, whereas longitudinal study is referred to as being a “diary” perspective and 

commonly conducted over a long period of time. They state that for instance many case studies are 

based on interviews conducted over a short period of time, and as such fall under the category of 

cross-sectional. This study is mainly a cross-sectional study in nature due to collection of the 

primary data taking place within a short period of time. However, as Saunders et al. (2009) state, it 

is also possible to add an element of longitudinal study to a research, for example in cases where 

there exists a large amount of secondary data published over a long period of time, as the case has 

been in relation to this particular project. Furthermore, following the Mapuche blog, Weichan 

Pilmaiquén’s (WP) posts on an “as it happens” basis, also adds a longitudinal element to this study. 

4.6 Credibility of Research Findings 

When it comes to credibility of the research findings, Saunders et al. (2009) suggest that it is well 

illustrated by Raimond’s (1993) “how do I know” test, which urges the research to ask “will the 

evidence and my conclusions stand up to the closest scrutiny?” (p. 55). Saunders et al. (2009) state 

that “reducing the possibility of getting the answer wrong means that attention has to be paid to two 

particular emphases on research design: reliability and validity.” (p. 156) 
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Reliability refers to the extent to which the data collection techniques or analysis procedures 

will produce consistent findings. According to Easterby-Smith et al. (2008), reliability can be 

assessed through posing three questions: 1) Will the measures yield the same results on other 

occasions? 2) Will similar observations be reached by other observers? and 3) Is there transparency 

in how sense was made from the raw data? (p. 109) According to Robson (2002), there are four 

typical threats to reliability, first of which subject or participant error. This refers aiming to time 

the data collection to a neutral point. Second is subject or participant bias, which refers to subjects 

being, for example, under external pressure in relation to giving the interview answers. For instance, 

interviewees might have answered in a way they thought their superiors wanted them to say. This is 

a problem which should be taken into account by the researcher, by for instance guaranteeing 

anonymity to respondents if necessary, and when analysing the data, ensuring that the interviewees 

are telling you what you think they are telling you. Third of the threats is the observer error, when 

same questions can be asked in different ways in attempts to get the same answers. Increased 

structuring of questions would be a good way of decreasing the risk of this threat. The last one is the 

observer bias, which refers to interpretation of the answers. Validity, on the other hand, is related to 

the question whether the findings are actually about what they appear to be about. It can be 

characterised by the question, “is the relationship between two variables a causal relationship?” 

(Saunders et al., 2009, p. 157). 

4.7 Data Analysis & Collection 

According to Saunders et al. (2009), data collection, data analysis and the development and 

verification of propositions are interrelated and interactive set of processes. Analysis happens 

through and during the collection of data, as well as after the collection has taken place. They state 

that this analysis helps to shape the direction of data collection, especially when more inductive 

approach is being followed. This interactive nature of data collection and analysis makes it possible 

to identify important themes, patterns and relationships while collecting the data (Saunders et al., 

2009). Categorising the data was used in the analysis. According to Saunders et al. (2009) 

categorising data involves two activities, which are developing categories followed by attaching 

these categories to meaningful chunks of data. These categories may be derived from the data or the 

theoretical framework and can be described as codes or labels that are used to group the data. 

(Saunders et al., 2009) 
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The coding structure presented below (Picture 2., Appendix 9.) follows the guidelines presented by 

Gioia et al. (2012). In the first phase of the coding, referred to as “1st order concepts”, the relevant 

concepts are identified from the data. The second phase, “2nd order themes” aims to connect the 

theoretical concepts to the concepts identified in the first phase. The last phase “aggregate 

concepts” ties together the second order themes to most essential theoretical entities. As a result of 

manual categorisation of the data, I found several themes to be recurring and to be of great 

relevance in relation to the theory and the research question. I found the concepts of Worldviews & 

Values, CSR, Consultation and Divisions of Communities to be the concepts, which tie together the 

main theoretical concepts, or aggregate codes, SLO and international standards. The coding 

structure is presented below. The findings of the data will be presented under the aforementioned 

themes. However, many of the themes presented in the interview excerpts and secondary data are 

overlapping and interrelated.  

 

 

Picture 2. Coding Structure (Appendix 9.). 

4.7.1 Data Collection 

The qualitative data in this study is collected from both primary and secondary sources. The 

primary sources consist of interviews from the different parties involved in the conflict, as well as 

from experts of various fields within the area of interest. The secondary data is gathered from 
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numerous different sources, including newspaper and news articles, the Mapuche community blog 

posts, documentaries about Mapuche people, NGO reports, Statkraft statements and annual reports, 

as well as Chilean State reports. Secondary data was used to in addition to the primary data, as 

Stewart and Kamins (1993) argue that the use of secondary data might give an advantage compared 

to researchers using primary data, as the data already exist and thus can be evaluated prior to use. 

The time spent in evaluating the secondary data sources is “time well spent”, as rejecting unsuitable 

data prior to analysis can save a lot of time later in the process. 

 

The primary data was gathered by conducting non-standardised interviews. According to Saunders 

et al. (2009) non-standardised interviews, which can either be semi-structured or in-depth, are used 

to gather data that are normally analysed qualitatively, for example as part of a case study strategy. 

This type of data is likely to be used not only to reveal and understand the “what” and the “how” 

but also to place more emphasis on exploring the “why” (Saunders et al., 2009, p. 321). Saunders et 

al. (2009) further state that in depth and semi-structured interviews can be very helpful in 

exploratory studies. Purposive sampling presented by Saunders et al. (2009) was also used in this 

paper as according to the authors, this form of sample is often used when working with very small 

samples such as in case study research. 

 

The primary data is collected through various non-standardised interviews between January and 

April of 2017. The interviews have been conducted partly only by me and partly in cooperation 

with my previous thesis partner Richard Fribert. Two of the interviews were conducted by the 

associate professor of Copenhagen Business School, Rajiv Maher. The justification on why these 

two interviews that I personally did not conduct, are considered primary, and not secondary data, is 

that the interviews were conducted during the timeframe of this thesis process and are gathered 

from primary sources. Four of the interviews were conducted in English and three were conducted 

in Spanish (Table 1.). The excerpts of the interviews conducted in Spanish that are presented in this 

section are translated into English for clarity and coherence. 

  

The primary data is collected from individuals and a group of representatives who all have different 

viewpoints to the conflict. The most relevant viewpoints of the conflict are the ones with direct 

vested interest to the outcome of the conflict, i.e. the ones of the company representatives and the 

community representative, as well as that of the lawyer of the community. Every interview was 
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recorded, and the three interviews with direct vested interest were transcribed in their entirety in the 

original language. (Appendices 1-3) 

  

In order to get a more objective, general and neutral point of view to the issue, I also wanted to 

include individuals who do not have direct vested interest or relationship with the conflict, and thus 

can shed light on how such conflicts can be perceived from other angles. However, it must be stated 

that although there is no direct vested interest involved, NGO representatives Alejandro Parellada 

and Birgitte Feiring (IWGIA & The Danish Institute of Human Rights) are likely to perceive the 

company’s actions less favourably. The views presented by NGO representatives are only general 

views on Indigenous matters and consultation processes, and not directly linked to this particular 

case. Comments by Wladimir Riquelme are contextually relevant to this case and Ståle Knudsen’s 

views are relevant due to his experiences with Statkraft, but neither of them is directly linked with 

the project. The interviews from the experts with no direct relationship with the project were not 

transcribed entirely, but the most relevant excerpts were chosen for transcription.  

 

It also has to be emphasised that due to the subjectivist and interpretivist approach, I am not aiming 

to portray the interviewees’ views to be “facts” as such, but as different viewpoints in experiencing 

the same events. That is the shortcoming of the aforementioned approaches, that no “absolute truth” 

is to be found, but the aim is to find out how the parties involved make sense of the current 

situation.  

 

In the table below (Table 1.), I present the sources of the primary data in chronological order of 

collection. 
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Interviewee Organisation/ 

Occupation 

Date/ Duration/ 

Way of interaction 

Interviewer(s)/ 

Language 

Lawyer Lawyer of the 

Mapuche 

communities 

11.01.2017 / 

27 minutes / 

In person 

Rajiv Maher/ 

Spanish 

Werkén Mapuche 

Community/ 

Spokesperson  

17.01.2017 / 

52 minutes /  

In person 

Rajiv Maher/ 

Spanish 

Ståle Knudsen University of 

Bergen/Researcher 

22.03.2017 / 

40 minutes / 

Skype 

Sebastian Arkimo 

Richard Fribert/ 

English 

Wladimir Riquelme Universidad Católica 

de Santiago de Chile 

/Anthropologist 

24.03.2017 / 

35 minutes / 

Skype 

Sebastian Arkimo/ 

Spanish 

Lars Magnus 

Günther 

Simen Bræin, 

Rachel Groux 

Nürnberg  

Statkraft/Head of 

Communication, 

Head of Strategy, 

Head of CSR 

29.03.2017 / 

1 hour 5 minutes / 

Skype 

Sebastian Arkimo 

Richard Fribert/ 

English 

Birgitte Feiring The Danish Institute 

for Human 

Rights/Chief 

Adviser 

05.04.2017 / 

55 minutes / 

In person 

Sebastian Arkimo 

Richard Fribert/ 

English 

Alejandro Parellada IWGIA, Latin 

America 

Programme/ 

Coordinator 

06.04.2017 / 

1 hour / 

In person 

Sebastian Arkimo 

Richard Fribert/ 

English 

Table 1. Interviews 
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5. The Data 

This section presents the findings of the data. First, the case company, Statkraft, is presented, which 

will be followed by the historical background of the Mapuche people and their relation to the 

Chilean state. The stages of the conflict are introduced, which will be followed by the introduction 

of the excerpts of the primary and the secondary data.   

5.1 Introducing the Case Company Statkraft 

Statkraft is a Norwegian state owned company, which specializes in renewable energy. The history 

of the company dates back all the way to the year 1895, when the Norwegian state acquired its first 

ownership rights to a waterfall, as it bought Paulenfoss on the Otra river system in Vest Agder 

County. Today, Statkraft is a leading company in hydropower internationally and Europe’s largest 

generator of renewable energy, producing hydropower, wind power, gas-fired power and district 

heating and is a global player in energy market operations. Statkraft has 3800 employees in more 

than 20 countries. (Statkraft, 2017) 

5.1.1 Corporate Social Responsibility within Statkraft 

Statkraft places strong emphasis on its CSR initiatives in the company’s communication. On their 

website, Statkraft states that it shall exercise CSR in all its activities, meaning that they shall deliver 

electricity based on environmentally friendly sources of energy, use sustainable, safe and efficient 

production methods, and behave in a responsible and ethical manner. Furthermore, Statkraft states 

that it communicates in an open and active manner with all those affected by their activities. 

Important partners in this dialogue include the owner, elected officials on all levels, employees, 

local communities, rights holders, customers, suppliers, local and regional authorities, voluntary 

organisations and the media. Statkraft states that CSR is an integrated part of their management 

system, The Statkraft Way. The management system facilitates structured and coordinated handling 

of the company's CSR, and the system is regularly evaluated to adapt it to new surroundings and 

challenges.  

 

The Statkraft Way is based on the company’s vision, values, Code of Conduct and business model. 

It provides, through briefly formulated policies and more detailed specification and supporting 

documents, an introduction to how Statkraft works. CSR is a key topic in The Statkraft Way. 

Statkraft expresses that it will operate in accordance with applicable laws and regulations in all 

countries where they have activities and adhere to internationally recognised standards and 
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guidelines. The company focuses on working towards creating a work culture in accordance with 

their principles and which promotes good business practice. (Statkraft, 2017) 

 

Statkraft is also a member of the UN Global Compact and is committed to following up this 

initiative and its ten principles (Statkraft, 2017). Furthermore, Statkraft bases its conduct on 

internationally recognised initiatives and standards, including principles from the OECD's 

Guidelines for Multinational Enterprises and IFCPS on Environmental and Social Sustainability. 

The IFCPS provide guidelines for sustainable behaviour throughout the value chain. (Statkraft, 

2017) Three Statkraft representatives were interviewed for this study: Lars Magnus Günther (Head 

of Communication), Rachel Groux Nürnberg (Head of CSR) and Simen Bræin (Head of Strategy). 

5.2 Historical Background 

When Mapuche communities are involved, understanding the history between the Mapuche and the 

Chilean nation is crucial, and thus, any interaction with the Mapuche should not be viewed in 

isolation. The Mapuche have been subjected to mistreatment and marginalisation throughout the 

past centuries. The Mapuche people were one of the first peoples in the Southern part of the 

Americas, who live in the middle and Southern regions of what today are Chile and Argentina, and 

their territory was first invaded by Spanish in 1541, when the people numbered nearly a million. 

Mapuche people were captured to be used as slaves by the people of European descent referred to 

as “criollos”. After the Chilean state was established in 1818, new pressures were carried out in 

order to occupy the Independent Territories of the Mapuche nation. (Mariqueo, 2004) 

  

In 1868, using the Chilean army, a process which was referred to as “the Pacification of the 

Araucanía” was initiated, which involved enslavement, extermination and destruction of the 

Mapuche lands and was seen necessary by the state as a “pedagogical measure”. Assimilationist 

policies excluded the Mapuches from the political decisions in Chile, hurt their cultural identity, and 

affected their lives and livelihoods (Mariqueo, 2004). Mapuche community was given some 

optimism due to new land distribution initiatives by Presidents Frei and Allende in 1960’s and early 

1970’s, which were soon overturned by Augusto Pinochet’s reign which followed the military coup 

in 1973 and lasted until 1989. Pinochet’s regime installed policies that allowed landowners to take 

over Mapuche territories in shortest possible time in the name of economic development. After 

Pinochet’s military dictatorship, the Chilean state’s recognition towards the Mapuche has taken 
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steps forward, thanks to, for instance, United Nation’s (UN) Indigenous peoples law and the 

Chilean state’s ratification of ILO Convention 169 in 2008. The centuries of mistreatment and 

devastation have also left the Mapuche as being suspicious of outsiders. (Carruthers & Rodriguez, 

2009) The Mapuche are the largest ethnic group in Chile and constitute approximately 10% (over 

1.5 Million people) of the Chilean population (Mapuche population of around 300.000 people is 

also living in Argentina). According to Mapuche.nl (2017), around a half of the Mapuche live in the 

south of Chile from the river Bío Bío until the Chiloé Island, while the other half is found in and 

around the capital, Santiago de Chile. (Mapuche.nl, 2017) 

5.3 Background and Stages of the Conflict 

The following data presented in this section aims to give further contextual overview of the 

specifics of the conflict. This section is largely based on document compiled by Germain Bidegain 

and his fellow academics of different Chilean universities, Gonzalo de la Maza (Universidad de Los 

Lagos), Christian Martinez (Universidad de Los Lagos) and Antoine Maillet (Institute of Public 

Affairs of Universidad de Chile). The content of their report is based on several official media and 

Mapuche communication outlets. Information is also supplemented by secondary data gathered 

from other sources, such as news articles and Youtube videos. The table below gives an overview of 

some of the most relevant events surrounding the conflict. 
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August 2007 PSA sent their Environmental Impact Assessment (EIA) of the project to 

the Chilean National Committee of Environment (10th Region, “Los 

Lagos”), which was accepted by the Chilean authorities in 2009. 

(Bidegain et al., 2016) 

The EIA presented by PSA stated that the project would only be 

affecting the communities of Río Bueno, Puyehue and San Pablo, and 

not the Mapuche communities. The Mapuche communities were 

excluded from the EIA due to the reason that no Mapuche people inhabit 

the affected area. (Bidegain et al., 2016; EIA, 2009) 

November, 

2007 

Mapuche communities of the neighbouring regions publicly stated that 

they feel threatened by the hydropower plant’s impact on the area, and 

that it interferes with the Kintuantu spiritual site, which is of great 

importance to up to 40 Mapuche communities (Bidegain et al., 2016; 

WP, 2017) 

June, 2008 First public protest towards the project was held. The project was given 

permission by necessary official bodies, but the affected Mapuche 

communities held further protests on grounds of ILO 169 convention, as 

according to the Mapuche communities, the consultation process had 

been insufficient. (Bidegain et al., 2016) 

March, 2011 - 

April, 2015 

Various incidents that resulted in public attention for the communities. 

The communities received recognition from unofficial authority figures, 

while official authorities maintained that the area does not rightfully 

belong to the Indigenous communities. (Bidegain et al., 2016) 

April, 2011 Mapuche community spokesperson announced that the project would be 

opposed and resisted by any means necessary. Also, a public complaint 

to authorities regarding suspension of the project was filed. (Bidegain et 

al., 2016) 

July, 2011 People from the Mapuche communities occupied the Kintuantu 

ceremonial site. Chilean police force tried to remove the protesting 

Mapuche people who refused to leave. (Bidegain et al., 2016) 

August, 2011 The blog Weichan Pilmaiquen (WP) was founded. The Mapuche 

communities refer to it as their “official information channel of the 

resistance”. The blog is still active to this day.  (Bidegain et al., 2016; 

WP, 2017) 
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November, 

2012 & 

November, 

2014 

Acts of sabotage and subsequent arrests and imprisonments took place 

(Bidegain et al., 2016). 

May, 2015 Norwegian state owned company Statkraft acquired PSA taking charge 

of the project (Statkraft, 2016; 2017; Bidegain et al., 2016). The 

following month, the council of Mapuche communities repeated their 

statement of complete rejection of the project and rule out any agreement 

with Statkraft (WP, 2015) 

January, 2016 Mapuche communities held a protest in Oslo, walking through city 

centre and going to Statkraft headquarters, where they also had a meeting 

with company representatives (Statkraft, 2017; Prensaopalchile, 2016; 

Bidegain et al., 2016) 

July, 2016 A complaint filed by the Mapuche communities in April 2014, was 

addressed by SMA of Chile, which ruled in the Mapuche’s favour. A 

statement was posted on the community blog on July 11th 2016 

(Appendix 8.) 

March, 2017 At the time of the interview with Statkraft, the construction of the project 

had not yet begun, despite Statkraft having official permits to go through 

with the project, though having to redo the consultation process as per 

the SMA decision (Statkraft, 2017; WP, 2017). 

 Table 2. Stages of the Conflict. 

5.4 Contextual Remarks 

Statkraft’s representatives expressed their awareness of the problematic and complex political 

atmosphere regarding the relationship between the Chilean state and the Mapuche. Statkraft’s 

representatives also acknowledge the fact that the directly environmental issues about the proposed 

hydropower plant are not the ones that the stakeholder community opposes, but it is more the 

political and spiritual significance that is at stake. According to the representatives, the proposed 

power plant is also “relatively speaking” a small one, with small environmental impacts. Statkraft 

representatives also stated that they “were aware of the main topics, the main discussions, conflicts, 

problems and so on” prior to the acquisition, while admitting that it is of course impossible to know 
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everything. The company representatives also emphasised retroactively that the company never had 

the intention to proceed with the project without handling the issues with the affected communities. 

  

Statkraft was at the time of the interview (29.03.2017) awaiting for the statement from Chilean 

environment authority Superintendencia del Medio Ambiente de Chile (SMA). Statkraft’s head of 

Strategy, Simen Bræin stated the following: 

  

“[...] the original plan was to start construction in Osorno in 2017. And there is one important 

document coming from the SMA in Chile, that made us postpone the start of construction of 

Osorno. The opportunity is there, but we have in fact not started constructing the project. And it's 

linked to the SMA, statement or resolution as we call it, which said that there are certain risks to the 

project” 

 

5.5 Worldviews & Values 

A documentary directed by Rojas Romero (2014) about this particular conflict presents a variety of 

illustrative interview quotes about the stance of the Mapuche community members in relation to the 

Mapuche’s relationship with the land and spirituality, and how state and company interference 

affects them: 

  

“They are condemning the disappearance of our culture, of our people, of our Mapuche Nation” 

  

“If they install the hydroelectric plant here, it will mean the genocide of our culture, of our way of 

life” 

 

[About resistance of their ancestors] “They died fighting for these lands, they were usurped from 

them, and the state does not have the right to tell us how we should live as Mapuche, because they 

do not know how we live, they have no idea about what it means to be connected to one’s place of 

origin, our ‘Tuwun’ [ancestral territory and history].” 

  

“It makes me think of death - that they cut us from our roots like this. It is difficult to think about, to 

imagine how it would be like.” 
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“And today it puts us in a terrible dilemma: either we fight or we perish” 

  

“This started in the colonial times and they are still attacking our spirituality from all angles.” 

  

“At this point our fight is more directed at the hydroelectric company [PSA]. We know that the 

enemy is large, and that they have tons of money and they have the police on their side - the state 

itself is opening the doors of our land to them” 

  

The community Werkén, a spokesperson in the Mapuche language, Mapudungún (Ray, 2007), 

emphasises that the conflict has been ongoing for nine to ten years prior to Statkraft’s arrival, which 

is also presented in report by Bidegain et al. (2016). He tells that the company PSA, which Statkraft 

later acquired, is governed by individuals, who were associated with the regime of Augusto 

Pinochet, which famously oppressed the Mapuche’s rights. The affected area has been subject to a 

lot polemics in the recent history as well, and he is frustrated by the talk of “development” that is 

one of the key points emphasised by the individuals or entities speaking in favour of the 

hydropower projects. Werkén shares his view on development: 

  

“We define that [development] based on our own way of looking at the universe and our way of 

being where we are now, the contextual conditions, all that. Here we plan on how to achieve 

development based on our own conditions, to have the best possible conditions. And a better quality 

of life.”   

  

When asked more directly about being able to have self-governance over the territory as means to 

being able to define how they want to live their life, and not be dependent on the (Western) 

“development” and territory “leftovers” from MNCs, Werkén stated: 

  

“[...] it is about autonomy, to be able to self-determine as a people, as an identity, and more than 

anything, to be able to achieve social well-being, economic… Well-being in every sense. But not 

according to the company, not by the territory gifted to us, or by the mitigation of the territory” 

  

Werkén was asked about how the Mapuche perceive the MNC interference, when it comes to 

companies that are “more responsible” or “less responsible”. The example was used about a 
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Chinese company taking over a once abandoned project which used to be in the hands of a “more 

responsible” company which could not reach an agreement with the Mapuche stakeholders. The 

Chinese company did not take the stakeholder demands to an account and went through with the 

project regardless of the resistance. He stated that: “It does not matter what the evil is, but we will 

always fight against whatever it may be” 

 

Bræin from Statkraft describes the project as follows: 

 

“[...] I think it has this element of a classic sort of energy and development on the one hand, versus, 

nature and people and society on the other hand, which is kind of a conflict that we have seen 

throughout the history of hydropower.[...] In Chile, as in Norway, that is very often the situation. 

And then there's the situation in Chile itself, between the Mapuches and the government etc. [...] 

That is the situation about recognizing Mapuche rights and their autonomy etc., versus state 

interests in let's say, ‘developing projects’ that are offering energy, which also is somewhat 

legitimate concern. And then finally it's this sort of particular project which is also marked by 

different groups with different views. It's not one opposition saying that we are against development 

of this project, we are in touch with many different communities with different views. Some are 

against it, some are in favour.” 

 

Statkraft’s annual report from the year 2016 included the following statement: 

 

“In 2016, Statkraft engaged in discussions with rights holders and other stakeholders relating to the 

planned projects in Chile (Osorno and Los Lagos), which included meetings in Chile and Norway 

with representatives of the Mapuche, as well as with NGOs and other institutions. Indigenous 

communities have expressed concerns about the projects in Chile. Statkraft aims to obtain a better 

understanding of the potential impacts, and is undertaking further analysis, alongside stakeholder 

engagement.” 

 

The messages expressed in the Mapuche’s blog, WP, view the conflict differently. Public 

statements such as: “The council of Mapuche communities repeats their statement of complete 

rejection of the project and rule out any agreement with Statkraft” and “we denounce the 

desecration of which we are being made victims by the Norwegian state company Statkraft, where 
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we have been persecuted repeatedly. The drone keeps going around this place, we are constantly 

monitored” demonstrate the opposing view’s stance on the issue. 

  

When asked about how the Statkraft representatives see the developments of the conflict to be, for 

instance if the company’s withdrawal from the whole project would in some scenario come to 

question. Bræin stated that in any case, the decision regarding the project’s future is based on a 

number of factors, of which the Mapuches are just one, though an important one. He states that in 

the end it boils down to being able to guarantee the profitability of the project: 

 

“Any solution for us in Osorno, it has to be a profitable investment, and that's of course, I mean you 

have seen the market development in Chile, prices are falling and declining sharply, so we are not 

doing anything if it's not a profitable investment, that is sort the basis for any decision.[...] So now 

we have a new timeline, and our ambition is to stick to that timeline, but as I said, as part of it is this 

situation, but it is also everything else.” 

 

Günther followed by stating: 

 

“I guess that the bottom line is that we do believe it's possible to find solutions to this project and to 

make it profitable. If we didn't think so, we would not be working on this I guess. So we are 

optimistic in that it will be possible.” 

 

When the Mapuche communities’ lawyer was asked about the current situation in Pilmaiquén river 

(i.e. this project), he stated: 

 

“Pilmaiquén are the same [as other conflicts of the like]. Traditional authorities, people who have 

spiritual bonds, who are willing to die for their territory, have been imprisoned, that is, they are 

ready to die for the defence at this moment. And on the other hand there are those who put more 

weight to the pocket than conscience. Why? Because the companies put money on the table and the 

money went in the pocket.” 

  

In Feiring’s general view on Indigenous peoples, she says that in many instances Indigenous 

peoples would not necessarily even so much want to be left alone, but often want the similar things 
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as other people, such as increased accessibility to food and education. She said that she does not 

believe the myth that you could not strike a win-win situation with Indigenous peoples. She stated 

that you mostly can talk to Indigenous peoples just as any other people, and if they really do not 

want to discuss, then you go somewhere else. Feiring stated that non-negotiable issues exist in all 

cultures, referring to a hypothetical example of someone wanting to extract oil or flood a cemetery 

in Copenhagen, and that such project would never be allowed to take place. Feiring also stated that: 

“If they really do not want you, why would you waste your time on it.” 

5.6 Corporate Social Responsibility 

Werkén’s view on CSR is rather cynical, as in he talks about universities teaching managers to 

“donate 0,1% of the income to a church”. He goes on describing the companies’ CSR initiatives as 

follows:  

“They will develop a plan for the communities, which benefits the communities, to where they will 

be affected, offer the famous mitigation measures, which consist of money, things like this, 

reparatory agreements... It is the social reconciliation of business”.  

 

He furthermore states, that the ones that agree to the companies’ proposals feel that the community 

cannot win against the state: “[they are] defeated. That you cannot do anything against the 

companies, they have the money, and all that.” He, however, sees that the history has shown that 

you can successfully resist the companies, and says that the community members in favour of the 

company are “cowards”, as they give in without a fight.  

 

Werkén was also asked what have been the effects of PSA’s and Statkraft’s CSR initiatives to the 

community. “It has been malaise, more than anything. Malaise, that the same people who never 

looked for, never wanted anything, the people that used to have it all well. And the development, so 

much participation from the state“. When specified, what CSR initiatives do to the Mapuche’s 

resistance, he answered: “These policies, more than anything, divide. They disable a movement that 

has political interests. [...][The Mapuche have asked for] Justice. Which is the recovery of all our 

territorial rights, and political, cultural, all that has to do with what a people does. Then this has 

always been [taking over Mapuche territories], which happens in a legal way, with other tools that 

are not legal. What works best. [...] Here in Chile, until nobody dies, until there is no contamination, 

nothing happens. It is not important, it is not relevant.” 



   54 
 

  

Werkén appears to have completely lost trust in the state officials, as according to him they 

emphasise participation and other cooperation regarding the Indigenous communities, but their talk 

accounts for nothing. He also talks about the ILO 169 convention, and even though Chile has 

ratified the convention years ago, the state does not cease to harass the Mapuche communities even 

until this day: 

  

“What then happens, the ‘pseudo democratic’ government, that is even socialist, start to cut and 

mutilate [the ILO 169 convention]. They start putting on clauses, where they can eliminate certain 

points of the convention, when you can use it and when not. And this is the only judicial tool that 

exists, that has been used to defend the territories.” 

  

As mentioned, Statkraft representatives also stated that they “were aware of the main topics, the 

main discussions, conflicts, problems and so on” prior to the acquisition, while saying that it is of 

course impossible to know everything. Statkraft’s Head of CSR, Rachel Groux Nürnberg pointed 

out that “we of course knew that the licenses were obtained based on national legislation”. She 

continues by stating that in the company’s approach, they always want to meet the international 

standards, based on which they thought would be enough in order to get broader acceptance. There 

was also, according to the company’s understanding, significant amount of the affected stakeholders 

in favour of the project. Furthermore, she points out that there are already hydropower plants 

elsewhere along the river, which is also a factor to consider. 

  

Nürnberg Groux emphasised the role of international bodies in the assessment process: 

 

“[OECD National Contact Points of Sweden and Norway] then assess whether or not we have been 

compliant with the OECD guidelines for multinational enterprises and the UN principles for 

businesses and human rights, so this is something that we proud of.” 

  

Statkraft’s representatives were posed a question, on how they perceive criticism towards CSR 

initiatives, more precisely their view on “getting the project through in the name of CSR”, to which 

Groux Nürnberg answered: 
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“Well, actually it is in the name of the international standards, isn't it? I mean taking these kinds of 

things into account is a part of how the international community has put up standards to how such 

things should be handled. The fact that no one should be worse off after such a development than 

before, and these kind of things.[...]We know that our activities, which are aimed at one of the 

greatest challenges of humanity, have an impact. It's about acting in a responsible manner, but 

following international practice and international standards. It's not about anything else than that, I 

would simply say. [...] On one hand, if you do not add value to the communities where you operate, 

you are criticized. And should be right to be criticized. So it's not it either. And we have been very 

open about that. There are lot of communities who would like to benefit from social development 

related to the project. [...] So it is not about misusing CSR because of something that is part of our 

policy or agenda.” 

  

When asked about possible limitations of international standards, she stated: 

 

“We look at the IFC Performance Standards of course, but also the UN Guiding Principles on 

business and human rights and the OECD guidelines for multinational enterprises. So I am not sure 

that there are limitations there [...].” 

  

Ståle Knudsen, a researcher who has prior experience in working with Statkraft, also stated that: 

“Statkraft CSR representatives make a lot of references towards the IFC regulation, and they base 

their CSR policies according to them.” He also stated that: “They [Statkraft] do what they say they 

would do, so they are sincere in that respect” and that “they are serious about what they do”. He 

gives Statkraft credit for their CSR initiatives by saying: “Statkraft is one of the better companies in 

the industry [in relation to their CSR]” while admitting that “they might not be as effective as they 

want to be.” 

 

The lawyer representing the Mapuche community had relatively strong stance against MNCs and 

their CSR initiatives, as well as international regulations. His criticism is rooted on the systematic 

frailties of the Chilean state, laws and regulations, as well as MNCs’ involvement and CSR 

initiatives. He claims that the reason for companies to get their projects through is mainly, if not 

solely, driven by their ability to provide monetary compensation to the affected stakeholders, and 



   56 
 

not so much thanks to inclusive CSR initiatives. He states that the compensation happens in the 

name of ILO 169, which includes a clause to involve the stakeholders as beneficiaries. 

 

When asked whether this would mean that the companies would not be to blame, as they follow the 

rules, he clearly states that “It is the excuse of the big companies” as they are operating “within the 

boundaries of the law”. He states that the reasons for this happening are purely political and 

materialistic: “It is an absolutely material matter linked to capital processes. Because capital is 

linked to political power for decision making and to generate a capital increase.” He says that for 

communities to be able to “fight off” the companies is related to their stance on “having more 

significance to their beliefs over what they have in their pockets.” 

 

On the topic of CSR, the lawyer’s personal position towards it is clear: “CSR is the worst enemy of 

territorial defence.” He continues by stating “It is a tool of co-optation and I repeat, in my personal 

view, although convention 169 [of ILO] has been a very important tool and made advance in these 

sectors, it has also been a tool that has allowed progress in the co-optation processes. [...] Co-

optation towards the will of the people, who might oppose, to make them to be in favour, [for the 

company] to be able to access the economic benefits generated by the projects.[...] The people turn 

in favour [of the project] as soon as they see money” 

5.7 Consultation 

Prior to Statkraft taking over the project, Werkén describes the means of the company PSA to have 

been “definitely ‘trucha’”, which in Chilean slang refers to a malicious and premeditated deception 

(Tapia, 2014), which disturbed the social bonds within the community. The community, among 

other things, found out about the plans of the project from PSA’s own website. Other quotes from 

the Rojas Romero documentary reflect the Mapuche views on the consultation process: 

 

“We found out that a hydroelectric company [PSA] was acting unethically here in our community 

bribing other Mapuches in the community, who have now sold out to the company.” 

 

“So we started to occupy the area [Kintuantu ceremonial site]. And we do not have guns - only guns 

are our bodies.” 
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“Sending the police to throw out the Mapuches means that the Chilean state doesn’t want to even 

dialogue with us, but rather that they are only willing to repress us.” 

  

PSA had according to Werkén started to apply the ways of mitigation without basically any 

consultation: 

 

“They start to implement the ways of mitigation, propose a plan on how they will take over the 

space, and wanted us to participate in the mitigation process. [...] And what happens later, they 

[people of the community] start to receive things. There are leaders who do not want to sell out, 

families who do not want to sell out, so they do not accept the measures of mitigation. And they 

simply explain, the ceremonial site of Kintuantu is something that is non-negotiable. You cannot 

mitigate it or negotiate over it.” 

 

He further describes the mitigation plan as follows: 

 

“They gave one sheet of paper that was called measures of mitigation, in which it was presented 

what they were going to do. They appeared to the area, to the ground, where there appeared 

measurement lines, say, of the work. Until where they were going to work. There appeared plans to 

where they would put walls, to put open areas, some roads, to improve the working conditions of 

the place. They would elevate the ground, take a bit from here, a bit from there, to fill the land. 

Stuff like that, pure nonsense. And on top of that, afterwards, they did meetings elsewhere, in 

hiding, in many occasions. They took people to different cities to hold meetings together…” 

  

Werkén argues that the main reason for community members giving in for the company’s wishes 

and accepting the “gifts” as part of the mitigation is mostly due to getting exhausted to opposing. 

He also states that the company representatives can appear very convincing, especially in the early 

stages: 

 

“They also often play the victim, that ‘I was just sent here, I am only doing my job for the family, 

for my dog, for my cat, they just sent me, I didn’t know...’ [...] They arrive being very respectful. 

They have respectful dialogues with us, but in the end it becomes apparent what they came for, and 
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they show their real interest. It [The consent of the community] is all they are after. Nothing 

more.[...] To accept the company’s conditions, nothing more.” 

 

Riquelme also stated that a common practice within enterprises as part of their “consultation” is the 

use of so called “enganchadores” (meaning a person who hooks) who aim to get selected 

individuals to the companies’ side with promising a lot. 

 

When asked about the stakeholder engagement and “alleged ways of stakeholder persuasion” 

concerning this project, Statkraft’s Head of CSR, Rachel Nürnberg Groux stated the following: 

  

“I think open dialogue and being proactive in dialogue is the basis for any of our work, and I 

actually do not like the word ‘persuasion’, because it is kind of misleading in my view. We do not 

as a policy persuade stakeholders, we engage based on international standards requirements and 

have consultations, and in the case of Osorno since we are part of it, we like to have a dialogue with 

all the stakeholders involved, we have been proactive in sending letters to community leaders and 

recognizing representatives, we also offered the possibility to have a mediator [a neutral, 

independent mediator that would be trusted and endorsed by all parties], so this is part of the 

stakeholder engagement that we do. 

 

Günther continued by stating: 

 

[...] We have also [in addition to primary consultation efforts in Osorno and Santiago] welcomed 

the Mapuche groups and representatives to our headquarters in Oslo and had meetings with them. 

Sit down, have a cup of coffee and discuss the project. So there has been a lot of contact and efforts 

to engage and to find solutions to these issues. 

 

Bræin continues by emphasising that: 

 

“It's about dialogue, so to us it's not about persuading someone, but about understanding the 

situation” 
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Günther also points out the results of previous assessments and their role as part of the project, also 

acknowledging the initial EIA’s exclusion of the Indigenous stakeholders: 

 

“[...] the SMA resolution, was kind of pointing at some things that we had also found in our own 

assessment of the consultation process that has been before. It is been a critic that we haven't been 

broad enough. We haven't involved enough communities, and that's also what we have found in our 

assessment, and that is what SMA have found in their assessment. We need to go further in need to 

engage a broader selection of communities, not only the communities that the authorities, for 

starters, pointed out as the most affected communities. This has a greater effect, which we need to 

include in our consultation process going forward.” 

  

Günter also stated: 

 

“This statement from the SMA was very important for the timeline and our approach to this 

process. I mean, it has sort of... the effect on us has been that we have started a new sort of 

community engagement process around this project. When going forward we need to work again on 

the EIA, and maybe to sort of take a new look at the community engagement process. And we 

might, depending on the government, need to [do the] ILO 169 consultation process. And the 

effects on the timeline is that this will be quite late compared to the original plan.” 

  

Bræin highlights the aspect, that the affected stakeholders are far from a homogenous group, that 

there are vast differences in viewpoints of the project both in between communities as well as 

within the communities. He also emphasises that Statkraft will do everything to respect the “spirit 

of goodwill” in accordance to the ILO 169: 

 

“Mapuche communities have different opinions, and to some groups that are being most opponent 

to the project itself may not have been so much into this. Facts have been twisted to a certain extent 

because some are very against the whole development. So, it's the full spectre about some groups 

not understanding, some not getting all the facts, some are working right against us and twisting 

things. We need as a company to handle those spectres of both opponents and people who just want 

to get the facts and information about the project.” 
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Groux Nürnberg also discusses the issue that it is never “black and white” between opponents and 

proponents of the community, and as such a careful assessment of the situation is required: 

 

“And that is the discussion that is very good to have with the groups in question, and also to see 

who are they representing, are they representing communities or one individual.” 

 

She also points out that in some cases, while emphasising that this would not be the case in Osorno, 

a small minority can actively resist, while the ones more affected would approve of the project, 

which makes drawing the line of broad acceptance very difficult. Groux Nürnberg emphasises the 

difficulty in engaging in a dialogue with a community with negative or fragmented stance towards 

the project: 

 

“How do you actually handle dialogue if you meet a group that says ‘we do not want to talk to 

you?’ While all engage in dialogue, how to deal with one that refuses to engage in dialogue? 

Because this is, I think, the kind of situation we are in. What do you do? How do you proceed?” 

 

She also mentioned about the bias in perception, referring to the opposing voices getting 

disproportionate attention as opposed to the ones with favourable regard. 

 

Günther followed by stating: 

 

“[...] of course it is important to make sure the minorities, and Indigenous group in this case, are 

listened to and that their opinions are being heard, but at some point you need to make this balance 

between how small can a minority be, in order to veto or have their say that regards the whole 

community? It's a dilemma, but it's really important of course that the Indigenous people are heard 

and listened to, and are taken into account of course.” 

 

When asked a hypothetical question (to which there is obviously not a real answer to) regarding the 

possible outcome had Statkraft been the one to initiate the project and the consultation process, 

Günther stated: 
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“That's a tricky question, but I mean we all agree that we have seen that the consultation process 

was not broad enough, so I think that if we were to start the project within Statkraft, I hope and 

think that those standards might have broadened that perspective a bit.” 

 

Birgitte Feiring (2017), who has 30 years of experience of working with issues regarding 

Indigenous peoples, had very clear view on consultation processes and what would be the correct 

way of carrying them out: 

 

“Actually the obligation to do the consultation and reach an agreement or consent is prior to 

decision making. That is very clearly established in the convention [ILO 169], and that obligation 

lies within the state. It can be delegated to companies, but the obligation is within the state. 

Companies due diligence is to find out if this consultation happened. ILO 169 is a hard law 

obligation as it is ratified by Chile.” 

 

Feiring said that the key to determining who to consult is in the impact assessment (IA) and that the 

consulting body should perform “consultations on consultations, to ask any sub groups how they 

want to be consulted.[...] Simply ask who are their legitimate representatives. They have the 

responsibility in making that clear.” 

 

She also said that Indigenous communities should be allowed to participate in IA, which is clearly 

stated in the ILO 169, but is generally overlooked. Language and cultural issues can be expected as 

well as lack of experts within the communities, so you cannot expect Indigenous communities to 

fully understand the technicalities, and which is why a mediator should be present. She stated that 

consultancy processes between the companies and state authorities with Indigenous communities is 

often regarded as technicality and overlooked by companies and state authorities. However, Feiring 

points out that: 

 

“I am a firm believer that getting this [the consultancy process] right, and i want to still point to the 

state as the main duty bearer, but for me there is absolutely no doubt that getting this right, you can, 

if not totally eliminate, but at least really lower the level of conflict.” 
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Alejando Parellada of IWGIA also shared his views on consultation processes and recognition of 

Indigenous peoples in the Latin American (LA) context. He said that state legislators in LA often 

implement further legislation driven by the industries on top of or to overrule ILO 169, and that 

governments tend to use “progressive rhetorics” in favour of development, which means taking 

“back steps” for the ILO 169 consultation process. He said: 

 

“I don’t know so many projects that have been stopped because of the consultation process. If 

people say no, you just get a new process - in practice it does not work very well.” 

  

However, Parellada stated that despite projects have not been withdrawn because of the consultation 

process, it does not mean that the affected communities would not be able to stop invasive projects 

of MNCs. The communities have, according to him, in many instances successfully “fought off” the 

company, which is due to the persistent resistance, but not a result of a democratic process. 

Parellada additionally believes that with the current level of Indigenous recognition, no real win-

win situations can be achieved. 

  

In a Norwegian news article (Grymer, 2016), Statkraft’s head of International Hydropower, Olav 

Hypher stated the following: 

 

“The process further as we see it is that on the one hand we have all the rights to develop the project 

and that we have also entered into an agreement with the communities affected. Then we have sent 

a letter to those who have now contacted other parts of the Mapuche community saying that we 

want to talk to them, and preferably have a dialogue where we invite a third party. [...] We hope this 

illustrates that we are looking for a solution that involves a coexistence with the Mapuche living in 

the area. We believe this is a good project with low impact for people living in the area and that we 

have found good solutions to the concerns expressed through consultations. So our starting point is 

that we want a dialogue both to present our solutions and to listen to the concerns they have.” 

 

In the same article, Mapuche spokesperson Alberto Gallegos Pradines, who was also part of the 

Mapuche demonstration and discussions held in Oslo in January of 2016, was quoted saying that 

they can have a dialogue with Statkraft, if they are willing to give back the sacred area to Mapuche, 

but if not, the Mapuche will continue to fight. In that case there would be no dialogue and Statkraft 
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will have to deal with their monetary losses. He continued by saying that placing the power plant in 

Kintuantu area results in the death to their culture. 

 

Norwegian Association for International Water Studies (Fivas) leader Jonas Holmqvist, also 

interviewed in the same news article, emphasises the issue, that the marginalisation and abuse 

experienced by the Mapuche by the Chilean state, also in relation to similar hydropower projects in 

the past, has made them very skeptical of outsiders. Fivas believed there may be a high risk of 

collision with the Mapuche if any construction gets underway. He also pointed out that seen from 

their experience, if Statkraft uses Chilean police to “clean up” the protesters, it quickly becomes 

quite violent and can lead to serious abuse. The organization Fivas is clear with its recommendation 

to Statkraft: “If they do not get approval of the Indigenous peoples concerned, we think they can not 

expand.” (Grymer, 2016; Fivas, 2016) 

 

5.8 Divisions of Communities 

In the Mapuche blog WP it was written in May 2017, that Statkraft was planning a consultation 

meeting with the affected Mapuche communities. The views presented in the blog in regards to this 

consultation meeting did not look into these plans favourably. Firstly, it was said that the 

ceremonial site of Kintuantu is important for up to 40 different Mapuche communities, and only the 

nearest communities were included in the proposed consultation process. Another cause of stir was 

the alleged fact that the consultation meeting would take place on a Mapuche cemetery. The blog 

states that in no instance had the community agreed to this. They state that this is yet another way of 

the company trying to divide the community and to generate unnecessary internal conflicts within 

the community. (WP, 2017) 

 

Further criticism goes to the Statkraft’s way, as they have, according to the blog WP, used drones in 

monitoring the area, to which the community wants to say “enough of the persecution”. Alberto 

Gallegos Pradines, stated in the blog:  

 

“We denounce the desecration of which we are being made victims by the Norwegian state 

company Statkraft where we have been persecuted repeatedly, the drone keeps going around this 

place, we are constantly monitored. We want to denounce the form that this company these days 
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continues generating division between the communities, between the pu Lof, as in the subject of the 

cemetery that is something transcendental, where the company cannot come to decide for the 

territory because they are not from here [...]” 

  

Werkén clarifies that the project changing hands, from PSA to Statkraft, does not interest the 

Mapuche communities: 

 

“In the Mapuche culture, it is in our genes to remember. [...] The division within the community 

[caused by company interference] remains. The company changed, the name changed. But PSA 

always delegitimised the community leaders as subversive. [...] It all started during the government 

of Ricardo Lagos [President of Chile 2000-2006], by stigmatising the Mapuches into good and bad 

ones. But in fact it started already way earlier, during the ‘Pacification of Araucania’. The military 

paid off the cooperative ones and persecuted the rest. It has always been like that. [...] Division of 

good and bad Mapuches has resulted in Mapuches always uniting on a more general level, on a 

country level. It makes it look like the Mapuches are always fighting, that they do not conform, they 

are lazy, they do not work...” 

  

Parellada (2017) also stated that one of the biggest challenges for Indigenous communities in terms 

of their representation is the division between and within communities, as they do not have a clear 

representation. However, he said that the division is a “direct result” of company interference. 

 

Werkén states that: “The company arrives as being kind of friendly, but simultaneously obstructing 

and they end up the social peace within the community”, and when asked if the social peace existed 

prior to their arrival, he simply answers, “yes”. He says that simply by wanting to have a project in 

their lands is enough to disturb the community’s social peace. Riquelme also stated that breaking 

the social bond, including breaking bonds within families is a big problem with company 

interference. 
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6. Discussion 

Number of codes identified in the data analysis were highly relevant to the concepts of SLO as well 

as to the international standards. The discussion section is divided between the two aggregate codes 

identified in the data analysis, SLO and International standards, and are followed by the subtitle 

“Finding the Answers”, which draws together the most essential points of the first two sections of 

the discussion and aims to answer the research question of this paper. The SLO title is mostly 

consisting on the second order themes “Consultation” and “Division of Communities”, and the 

international standards of themes “CSR” and “Worldviews and Values”. However, there are 

overlaps and interrelations within the subtitles, particularly regarding the differing worldviews’ 

relation to SLO. 

6.1 Social License to Operate 

There is no shortage of literature nor data highlighting the importance of stakeholder dialogue and 

timely establishment of the stakeholder relations when attempting to gain SLO from Indigenous 

communities (Thomson & Boutilier, 2011; Prno & Slocombe, 2012; Lertzman & Vredenburg, 

2005; Raufflet et al., 2013). The shortcomings of Statkraft’s, and initially PSA’s approaches to 

consultation, can be well identified in the SLO literature, and the project has been stuck to the SLO 

level of “low borderline legitimacy”. This refers to community acceptance not having been gained, 

and to which indicators can be, and in this case have been, sabotages, blockades, violence, and legal 

challenges. (Thomson & Boutilier, 2011; Raufflet et al., 2013). 

 

As presented in the data, the attempts of the initiation of the project implementation by PSA, which 

took place long before Statkraft’s involvement, happened in quite an opposite way in relation to any 

regulations or “best practice” guidelines presented the theory (Thomson & Boutilier, 2011; 

Lertzman & Vredenburg, 2005). It would perhaps be naïve to assume that the community, whose 

views had been neglected comprehensively at the initiation stages of the project, and in this case 

very much through the whole people’s modern history, would be willing to have an altogether fresh 

start to the dialogue with Statkraft. Also, what became evident in the interview of Werkén, that it is 

“in the Mapuche genes” to remember. This view was also strongly supported by findings of 

Ehrnström-Fuentes & Kröger (2016), in the point of Mapuche person referring the Chilean state’s 

behaviour into beating one’s wife and pretending the next day that everything is fine. Companies 
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changing their approach from dismissive to inclusive ten years in after the project started, could be 

considered to be too little too late. 

 

The SLO literature (e.g. Thomson & Boutilier, 2011; Raufflet et al., 2013; Prno & Slocombe, 2012; 

Lertzman & Vredenburg, 2005) seems to be unanimous about the importance of inclusive, non-

hurried and free consultation process. Aiming to cut corners and save money on the early stages of 

stakeholder engagement in a project of this nature, by for example viewing consultancy process as 

something that must be gotten out of the way in order to get underway with the implementation of 

the project as soon as possible, will not play in companies’ favour. These views were also supported 

by views from Feiring and Parellada. The sceptics, such as Ehrnström-Fuentes & Kröger (2016) and 

Banerjee (2011), are of the opinion, that no matter the form of consultation, it still does not mean 

that the SLO from an Indigenous community would be achieved, due to excessively vast differences 

in worldviews and values. This seems to be true especially in loose and discretionary regulatory 

frameworks accompanied by financially driven corporate interests, where moral and regulations 

seem somewhat synonymous. This was emphasised by Groux Nürnberg’s statement about 

consultation “in the name of the international standards”. 

 

In one sense, the very root of this conflict can be pinpointed to the exclusion of Indigenous 

communities in the IA (even though one could reasonably say that it dates all the way back to the 

1600’s). However, looking at this conflict and its relation to theoretical literature (Thomson & 

Boutilier, 2011), the failure in initial stakeholder identification and stakeholder engagement left the 

companies (PSA & Statkraft) little to do. Whether the Indigenous communities’ exclusion of the IA 

was genuine ignorance, based on conveniently uninformed assumptions, or even purely deliberate is 

another matter, as well as a point of speculation. Whatever the case, the outcome was excluding 

relevant stakeholders from the consultation process, which drawing on, for example Thomson and 

Boutilier (2011), is likely to backfire on the company and its proposed project. The result of this 

initial exclusion of the EIA undermined the company’s credibility to an extent, from where it is 

extremely difficult, if not altogether impossible, to regain. Furthermore, as Feiring pointed out, 

according to ILO 169 Indigenous peoples should be allowed to participate in the IA, but this is yet 

another point generally overlooked by state authorities and companies. Compliance to ILO 169 is, 

as stated, a hard law obligation only towards the Chilean state. Nevertheless, as Feiring stated, it is 
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still part of the companies’ due diligence to make sure that the consultation has been conducted 

according to legally binding guidelines.  

 

It could be argued that from business perspective for companies to be “seemingly legitimate”, for 

example through holding on to the regulations as a defence or justification, is also no longer a valid 

approach. Given the increased recognition of Indigenous peoples, as well as increased visibility of 

their resistance (Whiteman & Bruijn, 2010), companies put their projects as well as their reputations 

at high risk, when failing in the consultation in their attempts to gain SLO (Thomson & Boutilier, 

2011). Companies would thus be likely to financially benefit directly from improved take on 

stakeholder consultation and CSR (Margolis & Walsh, 2003), while also actually being more 

responsible towards their stakeholders. SLO is as an asset intangible, which of course makes 

expenditure calculations in achieving it more difficult. Risks of indirect costs discussed by Raufflet 

et al. (2013) in form of “delays, disruptions, and lawsuits” that can be precisely calculated only after 

problems arise, are something that companies really should learn to acknowledge on beforehand, 

both for their own and the stakeholders’ benefit. These delays, disruptions, and lawsuits are mostly 

seen as direct consequences of inadequate stakeholder consultation (Thomson & Boutilier, 2011; 

Raufflet et al., 2013), which were also shown as having taken place in this particular case (Bidegain 

et al., 2016; Werkén; Lawyer). 

 

Additionally, the delays induced by unsuccessful initiation of the stakeholder engagement is 

obviously bad for business (Raufflet et al., 2013; Thomson & Boutilier, 2011). Companies are often 

“waiting for the right moment”, i.e. delaying consultation until the point when plans are all set for 

the project to go ahead, which can, according to both the data (Werkén; Bidegain) and the theory 

(Thomson & Boutilier, 2011; Raufflet et al, 2013), be considered as an inadequate approach. This is 

also likely to attract problems, and when these problems start emerging, it can often already be too 

late from the company’s perspective. (Thomson & Boutilier, 2011) 

 

The disturbance of the “social peace” inflicted by MNC interference can from any angle be argued 

to be a negative consequence of such projects. In many cases consultation processes, especially 

prolonged ones, have been documented to disrupt social ties within communities (Ehrnström-

Fuentes & Kröger, 2016), which can also be clearly seen in the data of this case (Werkén; Lawyer; 

Riquelme). Furthermore, Statkraft having allegedly flown drones above the area of the proposed 
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project (WP) has unsurprisingly infuriated the members of the communities, and will not in all 

likelihood advance their effort in gaining the SLO from the affected communities. 

 

As Feiring stated, the party negotiation with Indigenous stakeholders, be it the state or the company, 

must ensure that the individuals who they negotiate with are legitimate representatives of the 

community. She also stated that the Indigenous peoples have the responsibility in making clear who 

their representatives are. The division caused by MNC and state interference in the Mapuche 

context (Parellada; Lawyer; Werkén; Riquelme; Ehrnström-Fuentes, 2016) makes it more difficult 

for companies, or communities themselves to determine the legitimate representatives, which is, as 

discussed, another one of the key requirements for SLO presented by Thomson & Boutilier (2011). 

 

In cases where it has already been decided that the project will go through before the initiation of 

the stakeholder engagement (Thomson & Boutilier, 2011), the chances of gaining the SLO from the 

community all but diminish. It also makes the stakeholders’ stance towards CSR understandable, as 

the outcome of the “negotiations” will ultimately be the same, just achieved in a more “responsible” 

manner, as it is not a question of if, but how.  

 

Drawing on Parellada’s comments, lack of democratic process as a part of consultation does not 

mean that the Indigenous peoples would not be able to stop a project, which according to him has 

been the case in many instances. The reason for Indigenous peoples to be able to defend and 

“banish” companies from their land is the result of their organised resistance (Whiteman & Bruijn, 

2010). The resistance has been the cause for the companies to pull off their projects in fear of 

further losses induced by delays, and not because the Indigenous communities would have had 

equal say in the issues, and the company would withdraw as a result of democratic process. Thus, as 

Thomson and Boutilier (2011) argued, that by neglecting the early stages of creating legitimacy and 

gaining SLO through meaningful stakeholder dialogue and the over-reliance on the non-legally 

binding regulations as defence, the company jeopardises the very existence of the proposed project 

as they are more than likely to encounter resistance. 

 

Some CSR critics (Banerjee, 2008; 2011; Ehrnström-Fuentes, 2014; Ehrnström-Fuentes & Kröger, 

2016) doubt even the mere possibility of mutually beneficial stakeholder relations between 

companies and Indigenous stakeholders. Parellada also agreed that such “win-win” situations would 
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not be likely to be achieved with the current regulatory shield towards Indigenous peoples. 

However, for instance Lertzman & Vredenburg (2005) argue that this could be achieved, and that 

the resulting agreements would even be stronger as a result of cultural bridging. As shown, Feiring 

argues that Indigenous stakeholder relations could well be mutually beneficial, and enjoy genuinely 

broad acceptance within the community, if the consultation happened according to ILO 169 

guidelines. 

 

How time and schedules are perceived can be seen as a critical issue regarding consultation. 

Feiring’s view on how time is often a crucial issue within the projects, is also in line with Thomson 

and Boutilier’s (2011) view on differences in perceptions between Indigenous peoples and 

companies when it comes to schedule in consultation and project implementation. The “hurry” in 

getting consent from Indigenous communities, although understandable from business perspective, 

is likely to have adverse effect on gaining the SLO. The communities are rarely in any hurry to 

make agreements with outside parties (Thomson & Boutilier, 2011) and such rush in getting the 

consent might make the communities feel that they are not genuinely being listened to. This bears 

relevance to Feiring’s view on consultation processes considered as technicalities by companies and 

state authorities, that they are obliged by law to do in Chile. Statkraft’s statement during the 

interview regarding them wanting to stick to the new project timeline is also in line with these 

observations to a degree. Sticking to schedules imposed by outside parties is not likely to be of any 

significance to the Mapuche communities in this particular project either, and as such it can be 

assumed that such scheduling would not advance Statkraft’s cause to obtain the SLO from the 

Indigenous stakeholders. 

 

It appears that the company in this case sees the conflict as a bargaining process, a type of a 

business negotiation, where it ultimately comes down to “finding the right price”, both figuratively 

and literally, that satisfies both parties. By bargaining process in this instance, I refer to having to 

perform consecutive consultation attempts, until the point that the stakeholders would eventually 

accept the proposed conditions. This was also pointed out by Parellada, that in most cases in LA 

when a company’s initial consultation process fails, they come back with a new one. As presented 

in the data, Statkraft, understandably, judges the project in the light of profitability. There is a big 

contrast to how the Mapuches perceive the issue as some of them are “willing to die for their 

beliefs” (Lawyer).  This notion alone highlights the uneven nature of the playing field, as the 
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community has their way of living, their values and identity at stake, as also Downing et al. (2003) 

pointed out, while for the company it comes down to being profitable. Also, as shown in the theory, 

Indigenous peoples do not regularly consider land as marketable commodity (Downing et al., 2003), 

but more as being relatives of the land (Whiteman, 2009). 

 

Should a company be able to successfully adapt to worldviews held by the Indigenous stakeholders 

and engage in a constructive, mutually respective dialogue, gaining SLO, though a continuing 

process, would be guaranteed. However, many aspects of the stakeholder dissatisfaction expressed 

in relation to this project (Werkén, Lawyer, WP) revolve around the insincerity of companies and 

negligence of the Mapuche views and insufficient, if not altogether non-existent consultation on 

behalf of the companies involved, particularly PSA.  

 

Feiring and Parellada also highlighted the fact of consultation processes being considered as 

technicalities by companies. Kepore et al. (2013) and Parsons et al. (2014) also suggested that the 

prevailing views on stakeholder perspectives are largely assumed and considered in the negative, 

and are only taken into account because the stakeholders are considered to be strong enough to put 

up a visible resistance, which the communities have certainly done in this case. Furthermore, 

stakeholders are often categorised based on their influence, or salience (Mitchell, 1997), in which 

case the stakeholders that are considered the most influential from the company’s perspective, are 

the ones “granting” the SLO (Ehrnström-Fuentes & Kröger, 2016). 

 

Should a company be able to eliminate the aspects of insincerity and negligence from their 

approach, and be able to engage in a consultation process, which would hold the stakeholders as 

equals, it would be reasonable to argue that the company’s chances of gaining SLO would 

significantly increase, which was also the view expressed by Feiring. As Feiring stated, she believes 

that increased consideration towards the stakeholders, in getting the consultancy process right, 

would reduce, if not altogether eliminate, the level of conflicts, which is in accordance with the 

views expressed by Lertzman and Vredenburg (2005). Furthermore, as shown, Feiring does not 

“buy the myth” that you could not strike a win-win situation with Indigenous peoples, which is yet 

another point for companies to consider. 

 



   71 
 

The issue that the implementation of the project would not directly affect the livelihoods or 

settlements of the affected Indigenous stakeholders (Bidegain et al, 2016; EIA, 2009; Riquelme), by 

for example displacement of families or destroying farming lands, adds yet another level of moral 

complexity to the conflict. This makes drawing the line between what is acceptable conduct from 

the company and what is not, harder to draw, as the impact of the proposed project is not so 

concrete from materialistic point of view. If, for instance, an artificial lake would force a whole 

village off its place, the justifications opposing the project would be clear and easy to grasp for 

anybody, regardless of their cultural background. However, it also has to be remembered, that as 

Statkraft representatives stated, that there are many people who would want to benefit from the 

development brought on by hydropower.  

 

One of the main reasons to failure in gaining SLO presented by Thomson & Boutilier (2011) is 

over-reliance to permits and regulations, which as shown in the data, the IFCPS are very much in 

the core of Statkraft’s CSR policies. The company representatives appear to have a lot of 

confidence in the standards being the answer to the company’s consultation endeavours.  

6.2 International Standards 

Differences in worldviews are to a large extent linked with both the content and the application of 

international standards. The IFCPS for instance do cover the aspect of cultural heritage as part of 

their Performance Standard 7. and its relevance to Indigenous communities, and thus companies 

applying IFCPS cannot plead ignorance regarding the issue. Furthermore, as shown in the literature 

(Whiteman, 2009; Downing et al., 2003), even in cases that would not directly hold spiritual 

significance to Indigenous communities, the attachment to the land and nature also on more general 

level is something that is commonly overlooked and not understood by companies, policy makers, 

or non-indigenous communities or entities. 

 

The point of “Critical Heritage of Indigenous Peoples” presented in the IFCPS, and discussed by 

O’Faircheallaigh (2014), emphasises that it can be seen as yet another difference in cultures and 

perceptions of the world. To the affected stakeholders the critical heritage, in this case the 

ceremonial site of Kintuantu, can be equivalent of the likes of Mecca or Jerusalem (Downing et al., 

2003), that the Western world is more familiar with. Whether the importance of the site is as 

important as the two aforementioned world famous religious symbols, is not the issue. The issue is 
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that whether or not it should be up to the people looking at the community from outside to define its 

importance and act upon that definition. In this particular case, as clarified by Werkén, to some of 

the community members the ceremonial site of Kintuantu is referred to as being something that 

cannot be mitigated or negotiated over (Werkén). Furthermore, the comments from the 

documentary by Rojas Romero (2014) were clearly in line with Downing et al. (2003) and 

Whiteman’s (2009) views on how much importance the land and spirituality can have for 

Indigenous communities. Furthermore, the way the conflict is communicated by the two parties is 

vastly different. The communities have explicitly and repeatedly stated in their communication that 

they do not want the hydropower plant to Osorno, and how hydropower plant would destroy their 

culture. This is in stark contrast with Statkraft’s communication, who are referring to the 

community’s resistance as “communities expressing concerns”. 

 

One of the most crucial points regarding different worldviews between the company and the 

community concerns development, and how development is perceived by different parties. For the 

Mapuche communities in question, development means pursuing well-being on their own terms, 

with autonomy and self-management (Werkén). Statkraft representatives, on the other hand, see 

development as providing access to sustainable and renewable energy contributing to the well-being 

on broader scale, as well as for the community in form of access to electricity, while also addressing 

the issue of global warming in the process. Who is to ultimately define development? Is some 

development inherently better than other? are questions that can be asked in relation to the 

development debate. The Indigenous communities have right to self-determination, which is legally 

binding by ILO 169 (1991), and thus it should also cover the development discussion when it comes 

to areas inhabited by them.  

 

As shown, Statkraft heavily emphasises the application of the IFCPS in their CSR policies, which 

was also pointed out by Knudsen. The opposing view (Werkén & Lawyer) presented in the data 

also highlighted that compliance with such standards, as well as other CSR initiatives matter very 

little for the communities. The lawyer’s statement “CSR is the worst enemy of territorial defence” 

encapsulates the opposing view’s position in relation to CSR. In a situation where fundamental 

rights to land and self-determination have been taken from a community, or the whole people, the 

compensation or mitigation does not seem to interest them to the smallest extent. As presented, in 
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their community they do not make distinction between bigger or lesser evil, as for them it is evil all 

the same. Evil, which they will fight against. 

 

IFCPS, as comprehensive they may seem, contain, as O'Faircheallaigh (2014) and Baker (2013) 

pointed out, discretionary wording, which leaves the judgment and decisions to be ultimately made 

by a company. For instance, as stated in Performance Standard 7. (IFC, 2012), if avoidance of 

adverse effects to the Indigenous community cannot be avoided, then these effects have to be 

minimised and mitigated. It is thus on the company to judge if adverse impacts can be avoided or 

not, which also makes contesting the compliance to the standards very difficult (O’Faircheallaigh, 

2014). It is easy to be compliant with something that you are ultimately able to define yourself. 

Such loopholes in the IFCPS can undermine the whole otherwise well-meaning content, as they 

cannot guarantee much reassurance to Indigenous communities of their interests being taken fully 

into account. Similar issues were also found by Ehrnström-Fuentes and Kröger (2016) with FSC 

standards. 

 

Division can also be seen from another meaning of the word, in comparison to how it has been 

previously discussed. As Werkén explained, that the Chilean state has for years created a division 

between “good and bad Mapuche”, referring to ones who do what the state tells them to and to ones 

who do not. This is in line with Mignolo’s (2011) and Santos’ (2013) view on modernity and 

coloniality, in which a way of discrediting an opposition can be done by categorisation into e.g. 

developed and underdeveloped, which is also relevant to the “progressive rhetoric” mentioned by 

Parellada. Progressive rhetoric refers to the talk of the nation state officials to promoting 

“development” in justifying large-scale projects, towards which Werkén also expressed his 

frustration. This bears relevance to Mignolo’s point, that Western philosophy has successfully been 

able to create a myth of universal knowledge. 

 

Furthermore, since Chile functions under civil law, the legislation is to a large extent influenced by 

state officials. Thus, Banerjee’s (2008) view on MNC influence, or “lobbying as corporate 

strategy”, on state authorities is particularly relevant. As Werkén said, state authorities in Chile are 

eager to “mutilate” the ILO 169, by eliminating or adding clauses for the state’s financial benefit. It 

is perhaps not unreasonable to assume that adding and eliminating clauses would happen without 
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the influence of private sector businesses. I want to emphasise, that not by any degree I insinuate or 

refer to Statkraft using such strategies.  

 

Another one of the most crucial issues for companies to keep in mind when aiming to engage in 

projects with Indigenous peoples as stakeholders, stems from Parellada’s statement, that according 

to his knowledge, no project has been abandoned due to consultation process on the grounds of 

Indigenous peoples having full right to self-determination over the use of the land that is important 

to them. This implies that by following international regulations that do not sufficiently take 

Indigenous peoples into account while allowing such imbalanced interaction, companies do not in 

fact directly take into account the views of the Indigenous stakeholders on a sufficient level either 

(Ehrnström-Fuentes, 2016; Banerjee, 2011). This point about Indigenous stakeholders not having an 

equal say in the “negotiations” is clearly in line with Ehrnström-Fuentes & Kröger’s (2016) and 

Baker’s (2013) views on the shortcomings of international standards designed for Indigenous 

context. In their current form, the IFCPS can be seen as legitimising the existing power imbalance 

between MNCs and Indigenous communities. 

 

The previous is in line with Baker’s (2013) research on IFCPS interpretation of FPIC, as it does not 

really have much to do with being free, prior, informed consent. Also, whether the “consent” is ever 

even achieved through other means, be it mitigation or compensation, appears to be highly 

contingent of the company’s, not the stakeholders’ views, which is also in accordance with 

Ehrnström-Fuentes and Kröger’s (2016) as well as Banerjee’s (2011) findings on different contexts. 

It can be argued that FPIC should also in the IFCPS interpretation actually mean free, prior and 

informed consent instead of how Baker (2013) describes of FPIC in IFCPS being the “consultation 

‘plus’ something”, if companies want to have the community’s blessing in Indigenous context, such 

as the Mapuche. In this particular case (Werkén; Lawyer; Rojas Romero; WP), the FPIC most 

certainly did not happen according to the literal interpretation of the acronym. 

 

One of the key points, also touched upon by Ehrnström-Fuentes & Kröger (2016) in relation FSC 

standards, is that as long as the stakeholders’ do not have right to withhold the suggested project 

(but simultaneously somehow their acceptance is needed), the regulations are incomplete, and their 

application questionable. Acceptance to the project is also required by the IFCPS, but “No” as an 
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answer does not have to be accepted by the company. This raises serious questions over the 

applicability of the standards and using them as moral guidelines. 

 

The findings of this study suggest that when attempting to gain SLO from Indigenous stakeholders, 

it would greatly enhance the companies’ chances if they adapted higher moral grounds in their 

business. However, an important consideration is also related to Banerjee’s (2008) view on whether 

a company (or its managers) could ever even be a moral entity. The financial obligations imposed 

upon the managers by company’s objective to being profitable, also being the case with Statkraft, is 

highly likely to create a conflict between moral and business. For this reason, as long as this kind of 

“regulations = moral” -type of approach prevails, the laws and international regulations should be 

stricter and impose more serious obligations and responsibilities towards companies, as Baker 

(2013) suggests, as well as to have more regard towards the stakeholders to ensure that the 

communities have an equal footing in the negotiation process. 

 

This type of “stakeholders first” approach is not likely to go down well with the company’s 

shareholders, even though according to some research (Banerjee, 2008; Margolis & Walsh, 2003) 

there has been no evidence of CSR’s negative relationship with shareholder value, but in fact the 

correlation has been mostly positive, though not conclusive. Statkraft representatives also made it 

clear that whatever happens with this project, it, understandably, has to be profitable. The mere 

notion of the absence of CSR’s negative impacts on profitability, as well as the data suggesting that 

the current approach is clearly not bearing fruit, could well give companies something to think 

about regarding changing the focus from strict profitability aspect of CSR to actually focusing on 

being more socially responsible. 

   

It appears also in this particular case that the IFCPS are, as Baker (2013) puts it, “woefully 

inadequate” approach in Indigenous context. International standards are based on the assumption of 

universally agreed upon consensus and shared values (Ehrnström-Fuentes & Kröger, 2016), which 

fail to take differing worldviews into account. However, I agree with Gilbert & Rasche’s (2007) and 

O’Faircheallaigh’s (2014) view that international standards and agreements in general are not a bad 

thing as such, and are needed, not least due to the assumed compromised morality of companies and 

its managers suggested by Banerjee (2008). 
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It becomes crucial, when companies are not capable of distinguishing the limitations the 

international agreements and regulations have, drawing on Groux Nürnberg’s comment, on how in 

her view, there would be no limitations in the regulatory constellation related to this project. As the 

Statkraft representatives stated, the regulations are in place to make sure that nobody will be worse 

off, which is of course how it ideally should be. The application as well as the content of 

international standards, however, require improvements as Baker (2013) pointed out in IFCPS case 

and Ehrnström-Fuentes and Kröger (2016) in FSC case. It seems reasonable to argue that standards 

that are based on an altogether different way of viewing the world would take the alternate views 

into account on an equal level.  

 

The discretionary wording pointed out by Baker (2013) and O’Faircheallaigh (2014), leaves far too 

much wiggle room for the companies to operate in, while yet appearing legitimate to authorities and 

the public. Such wiggle room could be seen as being instrumental in smearing the very concept of 

CSR, particularly for the stakeholders, as it has done in this example. Rasche’s (2010) point about 

standards in general is very important, that although standards can potentially be useful tools to 

practically advance corporate responsibility, there is also a need to establish critical distance in 

order to acknowledge that standards themselves can never be a complete solution to the many social 

and environmental problems that are currently being faced. 

6.3 Finding the Answers 

When it comes to looking for the answers to the research question “Why has Statkraft not succeeded 

in their attempts in obtaining SLO in Central Osorno, despite being in compliance with IFCPS?”, 

the answer is manifold. However, the answers can be distilled to be stemming from few key issues.  

 

“It does not matter what the evil is, but we will always fight against whatever it may be.” 

 

First of all, the start to the whole project, in which Statkraft played no part in, got underway in a 

quite disrespectful manner, as according to the findings, no real consultation took place, which, in 

turn, got the whole project off on a “wrong foot”. Furthermore, Statkraft has not seemed to be able 

to genuinely relate to the vastly different worldviews held by the communities in question, despite 

acknowledging their existence, and conducting consultation accordingly. “Death of culture versus 

profits” can be seen as a highly imbalanced starting point to any discussion or negotiations, and it 
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has seemed to be difficult to comprehend for the companies that a significant portion of people 

within the communities are actually willing to die for their beliefs, and that their sacred area of 

Kintuantu is considered non-negotiable for many them. Drawing on Mignolo’s (2011) view of 

Western philosophy having created a myth of universal knowledge, it can be argued that one may 

think that when coming from a “Western development” point of view, one is automatically more 

right than the “underdeveloped”. Modernity, as a construct as anything else, is not absolutely or 

inherently better than other ways of viewing the world, which is important to keep in mind. Also, 

re-doing initially failed consultations or company changing hands does not seem to bear importance 

to the resisting Mapuche, as “it is in the Mapuche genes to remember” the experienced adversities. 

Same appears to apply to compensation or mitigation, as similarly to Indigenous peoples in many 

other instances, land is not considered a marketable commodity. Flawed initial consultations and 

alleged “bribing” of community members only created further division and inner conflicts within 

the communities, which made further consultation even more difficult. Right to self-determination 

and self-regulation is of paramount importance to the Mapuche.  

 

“Well, actually it is in the name of the international standards, isn't it?” 

 

The second most crucial of the main reasons is related to the very heavy emphasis of Statkraft 

towards the international standards and regulations, particularly the IFCPS. It needs to be 

emphasised that the application of standards or the standards themselves, such as the IFCPS, should 

not be condemned by any means. However, I agree with Rasche (2010) that a critical distance from 

the standards needs to be established, as at least in their current form, they cannot be the complete 

solution to complicated issues or consultation processes. The IFCPS might even be the best 

available solution at this time, but just as an example, with interpretation of consent, that does not 

mean consent at all, they are “woefully inadequate”, as Baker (2013) puts it. The IFCPS risk further 

legitimising the existing power imbalances between the negotiating parties. The discretionary 

wording mentioned on numerous occasions leaves far too much wiggle room for companies to 

operate in and exercise their own judgment, as unsustainable or even unfair practices are extremely 

difficult to contest. The IFCPS also promote the application mitigation, which as shown, is not of 

great importance to Indigenous peoples. This is not to say that Indigenous peoples should not be 

compensated for loss of land or livelihood, but to question promoting use of mitigation as a 

“solution” to soften encountered resistance or to justify one’s actions. 
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All in all, the IFCPS have the capability to offer extremely valuable guidelines for companies when 

attempting to gain SLO from Indigenous stakeholders and to broaden perspectives when designing 

CSR initiatives. However, they cannot or should not be seen as a complete solution and a critical 

distance from them must be established. This is due to the perspective that Indigenous views can be 

“justifiably” neglected as “unfeasible”, which almost certainly leads to dissatisfaction, and in many 

cases, like this one, to conflict. Such content in the standards does not encourage companies to 

change their approach to stakeholder engagement. To some, the whole concept of SLO may seem 

far too aspirational and even unrealistic to achieve from both business perspective or due to 

excessively vast differences in worldviews, or that achieving “universal acceptance” would be even 

remotely possible. However, improved acknowledgement of different worldviews and less 

emphasised, at least less literal application of IFCPS, would according to the findings of this study, 

offer better chance of gaining SLO in contexts with such complexity.  

6.4 Recommendations 

There is general disagreement over whether win-win situations in Indigenous context in relation to 

invasive large scale projects can be achieved regardless of the approach. What can be said, 

however, is that based on the evidence of the data of this study, as well as examples presented in the 

theory, the approaches to stakeholder engagement currently being utilised by companies, especially 

the one of PSA in this example, are inadequate. Companies desiring to gain SLO in the Mapuche 

areas should at the very least: 1) Spend enough time in stakeholder engagement and relationship 

building prior to making investments. Once problems start emerging, trust is very difficult to 

recover, particularly in the Mapuche context. 2) Act in a sincere manner and deliver according to 

promises, and to 3) understand that spirituality and attachment to the land hold extremely important 

value within the Mapuche, and are not considered as a marketable commodity. Also, that 4) 

international regulations, though good and useful,  cannot be considered a complete solution to 

complex issues.  

 

Creating standards and legislation that satisfy all parties involved is obviously extremely difficult. 

For instance, there is “no one size fits all” answer to how big an opposing minority should be, to be 

able have a project withdrawn. However, standards that consider consent to be something else than 

actual consent, create grounds for a negotiation terrain that is very far from being level. The IFCPS 
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hold great promise. They address a myriad of complicated issues and can help companies or 

individuals coming from vastly different cultures to have some understanding on what could be an 

appropriate approach for Indigenous stakeholder engagement. However, as long as the discretionary 

wordings are in place, and a consent does not mean consent, they offer very little assurance to the 

Indigenous stakeholders and their application can be considered to account for very little. The IFC 

should also impose stricter obligations towards its clients. 
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7. Conclusion 

The study has shown that gaining SLO for a hydropower plant in an area, which is sacred to the 

Mapuche, is an incredibly challenging task. The collision of the two worldviews, in this case 

roughly described as “profits & access to energy versus culture & spirituality” is a tough equation to 

solve, and just perhaps should not even be tried to be solved. In this case, however, it can be very 

reasonably argued that it should be the up for the company to adjust to the views and values held 

around the area of Kintuantu. As it has been stated, international regulations, such as IFCPS, are 

based on altogether different ways of viewing the world in comparison to the Mapuche’s, and the 

solutions offered by IFCPS for resolving problematic situations within them are as well. Such 

situations need to be dealt with extremely delicately and no shortcuts of any sort are not likely to be 

found, which is one of the most essential issues about standardisation in general. No set of 

principles or standards can be expected to capture the essence of complex underlying realities of 

two vastly conflicting worldviews.  

 

In spite of the somewhat critical remarks towards Statkraft presented in this paper, I do believe that 

the company is one of the more responsible actors in the business, and that they genuinely also want 

to act responsibly, not just appear responsible. That is why I hope and believe that the findings of 

this study will broaden their perspective in relation to stakeholder engagement and recognise the 

underlying challenges in terms of international standards and conflicting worldviews.  
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8. Limitations and Suggestions for Future Research 

First of all, this paper is based on researching a single conflict, and thus its findings cannot be 

directly applied to other contexts. Furthermore, the primary data consists of personal views of 

different individuals and does not reflect the “ultimate truth”. The interviewees themselves have 

inevitably biased perceptions of the course of events and who is “right”. Also, no individuals from 

the affected communities who are in favour of the proposed project were interviewed. However, 

including such views could have excessively shifted the focus to internal relations of the community 

as opposed to the “resistance” against the company. No groundwork in Central Osorno was 

conducted by myself personally and I did not directly influence the questions asked from Werkén or 

the community lawyer.  

 

For suggestions for future research, I believe conducting a multiple case study of similar conflicts 

would be of great value. Additionally, as SLO is considered an ongoing process, it would be 

particularly interesting to study, how companies manage to maintain the SLO once it has been 

established. This is particularly due to the viewpoint that it has been criticised that companies tend 

to lose their interest in stakeholder engagement after getting the stakeholder communities’ 

acceptance. In addition, studying similar cases in the light of different international standards, such 

as the Equator Principles, would give an interesting contrast to this study. Also, studying the 

identity work of the Mapuche resistance in the context of this conflict would offer some further 

understanding of the underlying issues within such conflicts and ultimately on how such conflicts 

could possibly be avoided, or at least lower the level of conflict. Looking into SLO’s relation to 

other theoretical foci, such as Stakeholder Theory or Resource Based View could also offer better 

understanding of such phenomena.  
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