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Abstract
Between 2016 to 2018, Export Credit Agencies (ECA) provided USD 31.6 billion annually in support of
fossil fuel projects. This directly contradicts the climate mitigation objectives of the Paris Agreement
to align financial flows with limiting global temperature rise to 1.5°C to 2°C, which can only be achieved
if fossil fuels are left underground. Despite the role ECAs play in fossil fuel production, and the
resulting development of resource-rich, developing countries, they are academically underexplored.
Therefore, using a case study of the UK’s ECA: UK Export Finance’s fossil fuel support in Ghana, this
thesis poses the question: How does UK Export Finance align with and affect climate change
mitigation and development in Ghana? This was conducted via a qualitative, mixed method case
study, achieved through analysing policy document and in-depth semi-structured interviews with
actors from the private sector, government, NGOs, and academia. Inclusive Development Theory
provides an analytical lens of the underlying structures of fossil fuel development and trade-offs
between economic growth and environmental protection. To compliment this, Sociotechnical
Transition Theory outlines the methods needed to achieve energy transition.
UKEFs role in fossil fuel production in Ghana has I.) increased its fiscal burden through take and pay
contracts forcing Ghana to pay for gas irrespective of capacity II:) locks Ghana into carbon intensive
pathways and increased risk of stranded assets, and III:) prevents renewable energy growth. Although
contributing to Ghana’s economic growth, revenue from fossil fuels is unstable, unequally distributed,
causes infrastructure problems and has negative social and ecological consequences for Ghana’s
population. Additionally, this thesis has found there is not a long-term strategy to bring in climate
mitigation policies to UKEF and ECAs committed to the OECD-Arrangement. Competition with nonOECD ECAs and the requirement of a ‘level-playing” field has so far hindered transition. The
arrangement’s non-binding nature contributes to a lack of regulation of ECAs globally. Despite the UK
Government’s commitment and policies to the Paris Agreement goals, UKEFs annual fossil fuel support
remains at 99.4%. The financial importance of the UK’s oil and gas is a strong reason for this, combined
with the purely economic motivations and policies surrounding UKEF.
For UKEF alignment with the Paris Agreement, the British government must implement stringent
environmental policies and regulation, initiating multilateral divestment from ECA fossil fuel
production amid OECD members. The UK Government and UKEF must align its portfolio with financial
flows conducive to reducing temperature rise, thereby increasing its support to the growing UK
renewable sector. This will decrease path dependency and economic reliance on oil and gas in the
global South, enable renewable transition, and promote Inclusive Development.
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1. Introduction
“We were always put down as being undeveloped on grounds that we weren’t using fossil fuels, that
was our un-development, and development was defined as dependence on fossil fuels; and so many of
the countries are still schizophrenic, they say, ‘oh yeah we are able to reduce dependence on fossil
fuels’. And then they turn around, ‘but you can only have development with fossil fuels’”
Dr Vandana Shiva, Soil not Oil Speech, 2018

Humanity lives in a paradigm of industrialisation and development grown from an explosion of
dependency on fossil fuels (Shiva, 2018). Industrialised countries have advanced their economies,
wealth, power and energy from exploiting and extracting fossils from the ground (Shiva, 2018). Yet it
has long been recognised that climate change, caused by rising greenhouse gas emissions, constitutes
a major threat to development. These threats include crop yield decrease with the continued rise of
extreme weather conditions, increasing food prices and driving market volatility, amplified
transboundary competition over water use, and rising sea levels impacting low-level areas caused by
melting icecaps (UNFCCC, 2017). As the world’s natural resources deplete due to human activity, and
biological as well as ecological systems are impacted by climate change; human systems, which rely
on these resources, are adversely affected (Gupta & Van der Grijp, 2010). In 2015, the United Nations
adopted the Paris Agreement, now ratified by 196 countries. The agreement’s aim is to strengthen
the global response to climate change resulting from greenhouse gas emissions, driving cross-sectoral
coordination to maintain “global temperature rise this century well below 2 degrees Celsius above
pre-industrial level” (PA, 2015). Global energy production constitutes around “two thirds of total
greenhouse gas emissions” and “fossil fuel combustion accounts for over 90 percent” of this and is
therefore is the main driver of global warming and climate change (Asmelash, 2017, 1). It is evident
that to achieve the goals of the Paris Agreement fossil fuels must be left underground.
Despite the Paris Agreement and recognition that greenhouse gas emissions must be reduced, the
value of global fossil fuel subsidies remain “between US$325 billion and US$5300 billion per year”
(Ibid). A production gap report reveals that globally, governments are planning to “produce about 50%
more fossil fuels by 2030 than would be consistent with limiting warming to 2°C and 120% more than
would be consistent with limiting warming to 1.5°C.” (SEI et al, 2019). The report notes “many
countries appear to be banking on export markets to justify major increases in production” and so are
ultimately exporting their emissions elsewhere (Ibid). This locks resource-rich developing countries,
where much of this export and investment is directed, into carbon intensive pathways.
It is clear there is a vast gap between international climate agreements and pledges to lower global
emissions, and the actions being taken by governments who continue to support and invest in sectors
which contribute substantially to greenhouse gas emissions. Countries such as the United Kingdom,
who have reduced their own emissions by 42% continue to support and export fossil production
abroad (UK Gov, 2019). Considering this, it is the resource-rich, developing countries looking for
economic growth who will disproportionately bare the negative implications of carbon lock-in and
financial risk leading to stranded assets, ecological degradation and destabilisation (Bradley, Lahn and
Pye, 2018). There is a need to examine the actors involved in fossil fuel exploration and exportation,
the role the sector plays in development, and what continued production means for achieving the
goals of the Paris Agreement. Therefore, the objective of this thesis is to explore coherencies and
contradictions between the policies and actions of Export Credit Agencies (ECA) and the Paris
Agreement, and the implications of fossil fuel investment in developing countries
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1.1. Problem Statement: ECAs and Fossil Fuel Production
ECAs were chosen for this study as they are government bodies which have been identified as
substantial financiers of oil and gas projects globally. In terms of fossil fuel production, “ECAs annually
fund $32 billion worth of projects in the oil and gas sector alone. That is 11 times more than what ECAs
provide to clean energy projects” (DeAngelis, 2017). Moreover, ECAs facilitate the investment of other
stakeholders through delivering government-backed guarantees, insurance, credits, and loans to
support the export of goods and services abroad, providing a safety net and subsidies for companies
investing in risky markets such as oil and gas extraction (DeAngelis et al, 2017).
Current literature (see 3.6.2) identifies that ECAs are helping energy supply expansion in developing
countries through risk mitigation to private companies, inﬂuencing a number of “energy-related policy
goals pursued by governments and international institutions” (Wright, 2011, 133). They stimulate
international trade in energy-related goods and services, underwrite transactions and help facilitate
the entry of multinational energy companies by providing credit and accepting liability and risk cover,
helping to expand energy in developing and high-risk countries (Wright, 2011). This indicates that ECAs
are driving investment in fossil fuel projects, with the potential to influence the “energy choices
developing countries make […] driven by the cost of capital, the ﬁnancing terms and conditions that
ECAs attach to their ﬁnancing instruments” (Wright, 2011, 134). These conditions and instruments
determine which energy projects can “attract affordable ﬁnancing”. They also indicate the significant
role ECAs could play in driving fossil fuel divestment, as the credit and risk mitigation they provide may
influence whether developing countries choose a carbon-intensive or low-carbon energy path.
(Wright, 2011).
A substantial portion of foreign investment in least developed countries (LDCs) is directed towards
those who are rich in resources (UNEP Enquiry, 2017). Despite just 7% of the foreign direct investment
(FDI) global stock going towards the primary sector (oil, gas and mining) globally, in Africa “28% [...]of
FDI stock […] are in the primary sector” (Ibid). This demonstrates the reliance on natural resources for
economic growth and foreign investment in these countries. Additionally, “in 2015, coal, oil and
natural gas was the largest sector for global greenfield investments”, with “16% of global greenfield
FDI, or US$121 billion” going into “new projects for exploration and exploitation of fossil fuels” (Ibid).
As environmental regulations become stricter in Western jurisdiction’s due to increased awareness of
climate change, transfer and dissemination of FDI inflows, with potentially polluting technologies and
services, may shift to the global South (Trittin & Troge, 2004). This directly contradicts the climate
mitigation objectives of the Paris Agreement and the need for coherence in policies and investments
to achieve this.
1.2. Gap in Knowledge
This thesis aims to fill two gaps in knowledge. Firstly, on the process, justifications and policies that
enable ECAs to provide support to fossil fuel production, and secondly, the implications of this
investment in developing countries in the global South. A google scholar search of the exact phrase
"Export Credit Agencies" alongside the words: fossil fuel; role; transition; developing countries
generated 764 results. Searching “export credit agencies" alongside fossil fuel investment; policies;
motivations generated 437 results. After an extensive review of the literature results it becomes
apparent that, although there are reports on Export Credits role in fossil fuel investment, very few
academic articles focused specifically on ECAs and their role in energy investment as a solo entity.
Gupta, Rempel & Verrest (2020) identified the role large shareholders play in leaving fossil fuels
underground, including an examination of ECAs. Wright (2011) remains one of the only authors to

9

explore ECAs role in energy advancement and climate change1. There is no academic analysis on the
process and justifications behind their fossil fuel support, and the implications of its investment in
developing countries development. Awareness of the role ECAs play in fossil fuel extraction has grown,
with several civil society organisations producing reports on their role. This rising awareness and lack
of academic literature produces an opportune moment to provide academic analysis on the role ECAs
play in leaving fossil fuels underground.
1.3. Research Questions and Sub-Questions
How does UK Export Finance fossil fuel support align with and affect climate change mitigation and
inclusive development in Ghana?
1) What is the policy context and structures that shape and enable UKEFs fossil fuel support?
a. What is the regulatory oversight and who are the key decision-makers within UKEF?
b. What role does UKEF play in fossil fuel projects?
c. How does being an OECD member impact UKEF’s fossil fuel support?
2) What are the key arguments for and against UKEF fossil fuel engagement?
a.

What are the key arguments supporting UKEF fossil fuel production and what do
they mean in practice?
b. What are the key arguments against UKEF Fossil Fuel Support?
3) What are the processes and policies in place for the Ghanaian Government to secure
investment?
4) What are the implications and effects of fossil fuel investment on Ghana's Inclusive
Development?
a. How far has the development of a fossil fuel industry contributed to Ghana’s
economic growth?
b. What are the social and ecological implications of fossil fuel development in Ghana?
c. What are the implications of UKEF investment in the Sankofa Pipeline in Ghana?
5) What potential does Ghana have to develop a strong renewable energy sector?
1.4. Focus and Limitations
The focus of this thesis is the fossil fuel industry, its impact on lower-middle income, resource-rich
countries, and how to leave fossil fuels underground. It examines the role of ECAs, specifically, the UK
ECA: UK Export Finance (UKEF) and its fossil fuel investment in Ghana. UKEF has had substantial
involvement in the development of Ghana’s third oil and gas pipeline, arguably contradicting domestic
efforts within the UK to combat climate change, and the goals of the PA. Since its oil discovery in 2007,
Ghana has received a huge amount of FDI, and oil production has substantially contributed to GDP
increase and moved Ghana to middle-income status, making it an interesting case to examine the
impact fossil fuel production has on development. Therefore, this research focuses on the processes,
policies and motivations behind UKEF’s fossil fuel support, and the implications this investment has
within Ghana. It assesses the contribution fossil fuel investment has made to Ghana’s economy and
its impact on Inclusive Development. UKEF has a close relationship with Ghana (see 4.3) with one
1

(S Hickie - UNSWLJ, 2009; C Maurer, S Nakhooda 2002; C Wright 2011, Gupta, Rempel & Verrest 2020)
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significant financial investment in its energy sector, perhaps limiting the analysis on the general scope
of UKEF fossil fuel investment. Nevertheless, this investment provides an excellent frame to examine
UKEF’s role in fossil fuel production, providing a base for further analysis. This research will be
correlated with two other MSc theses on Dutch and US ECAs (Harkema, 2020; Beard, 2020) to create
a wider picture of the role ECAs play in fossil fuel production. The researcher’s subjectivity and the
sensitivities surround the fossil fuel sector have been identified in chapter 3.
1.5. Policy Context
The policy context of this thesis is the Paris Agreement, which aims to strengthen the global response
to climate change and reduce greenhouse gas emissions. 196 countries are now bound to prepare,
communicate and maintain its nationally determined contribution (NDC) to reduce their greenhouse
gas emissions every 5 years, and “pursue domestic measures” to limit the temperature increase to
below 2°C and even further to 1.5°C (PA, 2015). To achieve this, the agreement highlights the need for
appropriate financial flows, new technology and improved capacity building frameworks (PA, 2015).
Given the role ECAs play in fossil fuel extraction is financial through providing direct loans, credit and
accepting liability, this thesis will be structured primarily around article two which states the response
to climate change should be “”in the context of Sustainable Development and efforts to eradicate
poverty”, in particular article 2.1.C which highlights the need to make “finance flows consistent with
a pathway towards low greenhouse gas emissions and climate-resilient development” (PA, 2015). In
line with this, this thesis incorporates article 9.1 of the PA, which states developed countries should
“provide financial resources to assist” developing countries in mitigation and adaptation, and under
article 11.3 should support “capacity building actions” (PA, 2015).
1.6. Thesis Structure
Chapter two sets the theoretical framework of Inclusive Development and how Sociotechnical
Transition Theory can contribute to development that is inclusive. The third chapter provides a
methodological overview, setting the researcher’s pragmatist stance, along with research methods,
ethical considerations and the strategy used to analyse the data collected. The fourth chapter gives a
contextual overview of ECAs, UKEF and its investment in Ghana’s oil and gas sector. The fifth chapter
provides empirical analysis of UKEF, its policies, motivations and actors that enable fossil fuel
production support. The sixth chapter provides findings on the impact of this investment and fossil
fuel production in Ghana. The final chapter answers the main research question, drawing on the
theoretical framework, presenting policy recommendations and areas for further research.
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2. Theoretical Framework
2.1. Introduction
This chapter outlines the key theories used for the analysis of the empirical findings of this research.
In order to sufficiently examine how ECAs can be aligned with the Paris Agreement, and the impact its
fossil fuel production support has on development pathways in resource-rich countries, a theoretical
lens of Inclusive Development is applied. Development pathways thus far have been driven by the
theory of Sustainable Development, forming the UN’s Sustainable Development Goals adopted in
2015. Therefore, to understand the impact export credit support for fossil fuel production has on
development, and what has enabled this support, Sustainable Development shall firstly be explored.
An overview of Inclusive Development theory, which was established as a response to the “trade-offs”
in favour of economic growth associated with Sustainable Development, will then be provided and
operationalised into the fossil fuel industry and ECAs.
Inclusive Development focuses on “the social and environmental aspects of development”,
established in order to “counter the dominant neoliberal capitalist agenda” of economic growth
(Gupta, Pouw and Ros-Tonen, 2015). Inclusive Development consists of three dimensions, social
inclusiveness, ecological inclusiveness and relational inclusiveness. Through the relational dimension,
Inclusive Development examines the underlying forces, dynamics and structures that produce unequal
development and allows extractive industries to develop and continue. Inclusive Development will be
operationalised to assess the role fossil fuels have played in bringing development. To enhance this
analysis, the necessary conditions that will instigate fossil fuel phase out are identified through
Sociotechnical Transition Theory. Sociotechnical transition offers a descriptive analysis and an
understanding of the different elements and levels needed to drive energy transition, facilitating
Inclusive Development (Geels, 2018). This chapter will conclude with operationalising Inclusive
Development and sociotechnical theory to ECAs to demonstrate how it will apply to this thesis.
2.2. Sustainable Development
Defined by the 1987 Brudtland report as “development that meets the needs of the present
generation without compromising the ability of future generations to meet their own needs”,
Sustainable Development is attained by “increasing productive potential and by ensuring equitable
opportunities for all” (Haslam, Schafer and Beaudet, 2017, 327). The report concluded that for
Sustainable Development to be actualised, an economic system “that is able to generate surpluses
and technical knowledge on a self-reliant and sustained basis” is needed (Blewitt, 2012, 11).
Economics has a critical inﬂuence on the conceptualization of Sustainable Development and continues
to have a deep impact. This is largely as a result of the discourse of ‘capital’ moving outside the domain
of economics and business and into the environmental sphere with the prominence of terms such as
“natural capital”, “ecosystem services” and “green growth”, rooted in neo-liberal, capitalist ideology
(Blewitt, 2012, 33; Gupta & Vegelin, 2016). With increased awareness of the detrimental impact
human activity and the pursuit of economic growth has on the environment (see 1.1), varying
approaches have arisen on how to keep human production and growth within an ecological biosphere
that can support it (Blewitt, 2012, 33).
Blewitt (2012) separates these approaches into “strong”, “weak” and “very weak” sustainability
conditions (Blewitt, 2012, 34). Strong development asserts that there are capital assets which are
more imperative than others, and so cannot be replaced. Therefore, “policies should be formulated
to safe-guard environmental resources upon which economic development depends” (Haslam,
Schafer and Beaudet, 2017, 336). Through applying these policies, in time there should be no
12

deterioration of natural capital, and forthcoming generations should inherit the same volume of
natural resources as previous generations (Blewitt, 2012, 34). Strong Sustainable Development infers
there are “no trade-offs between the economic, social and ecological goals” (Gupta & Vegelin, 2016,
434). This is rarely achieved however, as political infrastructures frequently make trade-offs in support
of the economy over social and ecological problems (Gupta & Vegelin, 2016). Weak Sustainable
Development, in turn, shows no decrease in essential natural capital (natural resources and ecosystem
services) as a result of human economic activity. Very weak Sustainable Development accepts there is
inevitably a loss of natural capital in order for an “increase in human capital and human-made capital”
(Blewitt, 2012, 34).
Figure 1: Weak and Strong Sustainability Conditions

Environmental Protection

Environmental
Protection

Social Justice

SD
Social Justice

Economic
Growth

Economic
Growth

Weak Sustainable Development

Strong Sustainable Development

Figure 1: Source: Author Emma McGarthy’s Graphic. Weak and Strong Sustainability Conditions: Diagram adapted from Socio–Ecosystemic Sustainability 2019
(Ahuerma, Hernández, Pérez-Maqueo, 2019). Both diagrams represent the key dimensions of Sustainable Development, environment, social and economy with
emphasis on economic growth. In Weak sustainability the dimensions are equal, whereas strong acknowledges aspects of environment must take prominence.
SD = Sustainable Development

To achieve Sustainable Development and narrow the gap between the global North and South,
economic growth is viewed as the “pre-eminent policy goal” (Banuri and Opschoor 2007, 8). A
developed fossil fuel industry is seen as a key means to attain this within a Sustainable Development
paradigm. Furthermore, fossil fuels are still viewed as the cheapest sources of energy to achieve this
industrialisation. For developing nations, export of fossil fuels provides high GDP and revenue
generation and contributes significantly to domestic energy, helping build industry required for
economic growth (Ibid). This economic motivation is a key factor for why fossil fuel production is
permitted by resource-rich countries. It is widely considered that “large-scale economic development
is needed to pull billions of citizens in developing countries out of abject poverty” (Haslam, Schafer
and Beaudet, 2017, 323).
This economic narrative is a strong underlying factor for fossil fuel development. There is a clear tradeoff in fossil fuel extraction for economic growth over ecological impacts, which is permitted and
developed through the economic rhetoric engrained in Sustainable Development. The prominence of
theories such as the Environmental Kuznet Curve (EKC), which is influential in shaping environmental
policy, expound that environmental degradation halts “and starts to reverse after average income
starts to reach a certain level in the course of development”, adding to this economic growth narrative
13

(Haslam, Schafer and Beaudet, 2017, 323). By applying Sustainable Development, even in a context
of protecting environmental resources and trying to balance the three dimensions of environment,
social justice and economy, economic motivations take precedence and trade-offs remain (Ibid).
Within this framework, ECAs will continue to be permitted to support the financing of fossil fuels as
the prospect of economic growth is so significant. So long as economic motivations take precedence
over social and ecological factors, fossil fuels will not be phased out and the transition of financial
flows to greener energy sources will not take place. Therefore, Inclusive Development theory is
required.
2.3. Inclusive Development
Inclusive Development is defined as “development that includes marginalised people, sectors and
countries in social, political and economic processes for increased human well-being” (Gupta, Pouw
and Ros-Tonen, 2015, 546). The concept was created by the Asian Development Bank (ADB) as a
method to adjust the inequality, imbalances and trade-offs created by neoliberal pursuit of economic
growth noted above (Gupta, Pouw and Ros-Tonen, 2015, 544). Inclusive Development questions the
unceasing and “linear quest for growth” embedded in theories such as Sustainable Development that
involves “turning all resources and ecosystems into commodities” and permits the continuation of
fossil fuel industries (Gupta & Chua, 2018, 95). Inclusive Development offsets the economic dimension
and trade-offs associated with Sustainable Development, replacing it with a relational dimension that
examines power-dynamics and underlying factors which cause inequality, whilst applying stronger
emphasis on the “social and environmental aspects” of Sustainable Development (Gupta, Pouw and
Ros-Tonen, 2015, 542). Environmental and social considerations are not complimentary to economic
growth but take precedence. The theory suggests that well-being and success of a group of people
cannot be measured primarily by economic growth, which, despite the gains it can produce, creates
inequality and environmentally destructive industries. Instead, “quality of life” and how people
interact with their “natural environment” should measure development through a relational
approach, balancing the trade-offs created by economic dimensions (Gupta, Pouw and Ros-Tonen,
2015). Therefore, Inclusive Development is conceptualised into three dimensions:
1. Social Inclusiveness via “Inclusiveness per-se” focuses on the most marginalised and
vulnerable in society, calling for active inclusionary practices from a local to global level,
participatory approaches in governance and an examination of sectors where the most poor
work, from rural to industrial societies (Gupta, Pouw and Ros-Tonen, 2015; 546). Well-being
is understood as a state where “needs are met and where one can act meaningfully to pursue
one’s goals” (Ibid). Inclusiveness per-se identifies three types of wellbeing “human material,
social-relational and cognitive/ psychological well-being” in development (Ibid). Firstly,
material well-being assesses individual living conditions and what enables people to live a
good life (access to natural and financial assets, basic infrastructures). Secondly, “social wellbeing” considers how people interact with their “social and natural environment and live
together”, and finally “cognitive well-being” considers all knowledge and experience in
relation to what people are able to achieve considering their material and relational wellbeing (Ibid). Therefore, consideration is given to the “drivers of ‘exclusiveness’” at a global
and local level, and steps are taken to enhance capacity building and participation in the
development process (Ibid). Human security is also considered, including “economic, water,
food, health, energy, environmental…and political security” (Ibid).
2. Ecological inclusiveness via the “Age of the Anthropocene” (source) highlights the
responsibilities and risks that emerge from the decisions respecting ecosystem limits. These
risks and responsibilities must be shared between countries and their people, with
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consideration for the fact the poorest and most marginalised have the greatest vulnerability
to the environmental changes attributed to climate change (Gupta, Pouw and Ros-Tonen,
2015; Bos and Gupta 2016). Ecological inclusiveness identifies that the earth’s resources
provide numerous services to all its inhabitants. These services include “nutrient recycling”,
ecological regulation such as climate mitigation and control of floods, as well as providing
necessary provisions such as fish, soil and forests, all significantly contributing to human wellbeing and livelihood (Brown et al, 2005). Furthermore, ecological inclusiveness recognises the
earth’s resources has limits, and these limits have been stretched to breaking point as a result
of development focused on economic and human activity.
3. Relational Inclusiveness analyses “the underlying forces (factors and actors) that create,
perpetuate and contest multiple inequalities at local through to global level and how these
levels interact with each other” (Gupta, Pouw and Ros-Tonen, 2015; 548). It acknowledges
that inequality occurs through “social, political and economic inclusion and exclusion” (Ibid)
and as a result of various trade-offs being made at decision-making levels. This includes tradeoffs between “individual and collective well-being”, as well as the well-being of present and
future generations (Ibid). As noted above, these inequalities are exacerbated by “neo-liberal
capitalist ideological frames” and the pursuit of economic growth via global to local trade and
investment. Through examining these underlying factors, relational inclusiveness enables an
analysis of how the poorest can be empowered and wealth concentration and inequality
countered to achieve development that is inclusive (Ibid).
Inclusive Development requires looking at the entirety of the system and concludes that “social justice
and the governance of (global) public and merit goods” such as the environment and climate change
mitigation, should not be left to the market and should be separated from an economic narrative
(Gupta, Pouw and Ros-Tonen, 2015; 553).
2.4. Applying Inclusive Development to ECAs and Leaving Fossil fuels Underground
Inclusive Development suggests that developing countries “must find unique, country specific,
alternative development strategies towards Sustainable Development” that includes conservation of
the ecosystem by which “human wellbeing depends” (Gupta & Chu, 2018, 94). They must gain
“mastery” over their affairs, authority to “resist manipulation and power over assets” (Gupta, Pouw
and Ros-Tonen, 2015, 544). As noted above, development theory and actions have thus far been
shrouded in economic growth and industrialisation, directed by the global North and adopted by the
global South. The development of the fossil fuel sector in the global South is seen as a key means of
achieving industrialisation and economic growth. Developing countries are therefore following the
same path as the now industrialised global North (Ritchie, 2017). The “main sector/s which stimulate
growth in particular economies is of great political as well as economic significance for Inclusive
Development” (Hickey et al, 2014, 6). Therefore, given the part fossil fuels play in stimulating
development, it is integral to examine the role extraction plays in obscuring or promoting Inclusive
Development. This means examining the “political drivers of institutional change”, and so those
driving fossil fuels as a key source of energy development, such as ECAs. It also involves questioning
whether the initial growth resulting from fossil fuel development can lead to “stagnation or collapse”,
and whether it creates long-term, sustainable energy sustenance (Hickey et al, 2014, 6).
Applying a relational approach enables an evaluation of how “actors in society have inﬂuenced policy
processes and outcomes in their own favour”, enabling the system to create and reproduce
“marginalization and poverty” (Gupta, Pouw and Ros-Tonen, 2015). This allows an analysis of “NorthSouth” relationships which perpetuate the fossil fuel sector and high rates of extraction in resourcerich global South countries. In order to achieve this analysis, the beneficiaries of fossil fuel investment
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(oil companies, global North governments), who participates in discussions and decision-making
surrounding production (what role do resource-rich countries have?), as well as the motivations and
underlying power structures and dynamics that lie at the root of fossil fuel development must be
explored (Bos and Gupta, 2016, 483). Bos and Gupta (2016) identify an Inclusive Development focus
on fossil fuel and other extractive industries as questioning “the social and economic benefits for local
host communities and addressing (socio-) environmental challenges” and furthermore, the long-term
sustenance of this extraction (Bos and Gupta, 2016, 484). In this context, Inclusive Development
“requires legitimate, effective, and transparent institutions working to compensate for natural or
physical inequalities…through welfare programs” that work towards better education and social
protection for the vulnerable in society (Ibid).
In considering whether fossil fuel extraction leads to development that is inclusive, it has long been
established that fossil fuels are finite. Their extraction leads to ecological degradation and climate
change, which as noted above, disproportionately impacts the global South. As the global North works
to reduce their own emissions, extractive investment continues in the global South, deepening
dependency on the resource for energy and economic growth. This could lead to issues of stranded
assets as the North divests from fossil fuels whilst the South continues development. Stranded assets
are defined as assets which lose economic value “because they become obsolete before the end of
their anticipated life” (Gupta & Chu, 2018, 101). This may occur “as a consequence of changes in the
legislative or policy environment” or through “innovation, social values/conditions” or “environmental
problems” (Ibid). As the Oil and Gas sector loses its market value, the global South will be left
dependent on an energy source which is environmentally and economically unsustainable, triggering
economic decline and a resulting deterioration in individuals social well-being (Gupta and Chu, 2018).
This coupled with the environmental degradation inherent in extractive industries, leads to the
conclusion that for development that is inclusive, both locally and globally, new development
pathways that excludes fossil fuel extraction must be found. Therefore, A “transformation of global
energy systems” must take place, especially if the 1.5C° goal of the Paris Agreement is to be met
(IRENA, 2018). Operationalising this to ECAs; policies and legal mandates surrounding ECAs
internationally and nationally must incorporate climate mitigation approaches and prevent the
continued funding of fossil fuels. Therefore, a relational examination of the actors and factors that
enable or prevent ECAs from aligning with the Paris Agreement to leave fossil fuels underground must
be conducted. ECA investment must be orientated towards renewable energy sources to help prevent
developing countries from being locked into carbon intensive energy sources, which create
unsustainable and exclusive development pathways. This will require a transition from fossil fuel
support, and thus a transformation of the energy sector and development system currently presiding,
which the next section will examine.
2.5. An Overview Sociotechnical Transition Theory
This section applies Sociotechnical Transition Theory as a descriptive method for what is needed to
facilitate transition to greener, renewable energy sources. Geels argues that “sociotechnical systems
develop over many decades” through the alignment of “technologies, supply chains, infrastructures,
markets, regulations, user practices and cultural meanings” (Geels, 2018, 224). As these systems
develop and become ingrained in the fabric of society, path dependency and “resistance to change”
occurs, creating a key challenge to transition (Ibid). For “Technological Transitions (TT)” to take place,
major technical transformations in the way society functions, and multi-level participation driving
change of the entire system, is required (Geels, 2002; Geels 2018). Therefore, breaking dependency
on fossil fuels and transitioning to low-carbon energy sources necessitates “technical changes” in
energy production, but also changes in “consumer behaviour, markets, institutions, infrastructure,
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business models and cultural discourses” (Geels, Berkhout, & Van Vuuren, 2016). As cultural discourse
changes, sometimes shaped by technological innovation; markets, policies, technologies,
infrastructures and regulatory practices must also adapt and change (Geel, 2018, 224).
To understand the multifaceted dynamics of sociotechnical change, Geels applies a multi-level
perspective, which understands that transitions take place when there is an alignment between
development processes at multiple levels (Geels, 2002; Geels and Schot, 2007). These multiple levels
are defined as “niche-innovations, sociotechnical regimes and sociotechnical landscape” (Geels and
Schot, 2007). Meso-level sociotechnical regimes refer firstly to the coordination of engineers. The
engineer’s innovation, and united movement towards societal improvements along the same
trajectory, stabilise and set new rules for development. These rules also become entrenched in a
broader societal knowledge base of “corporate governance structures, manufacturing processes and
product characteristics” (Geels, 2002, 1260). Therefore, Geels’ definition also includes scientists,
policymakers, suppliers and capital banks, who also influence technological development (Geels,
2002; Geels and Schot, 2007).
These technological paths take place within the macro sociotechnical landscape, the “material context
of society” and is the “external structure or context for interactions of actors” (Geels, 2002, 1260).
This refers to external factors such as economic growth, “broad political coalitions, cultural and
normative values” and “environmental problems” (Geels, 2002, 1260). Micro-level technological
niches are the emergence of “radical novelties” which differ from the prevailing regime, are often lowperforming and established by small networks of devoted actors on societies’ fringes (Geels and Schot,
2007; Geels, 2018). These niches “are able to gain a foothold” through “applications, geographical
areas, or with the help of targeted policy support” (Geels, 2018, 225). Niches form “incubation rooms”,
protecting the novel innovation from “mainstream market selection” (Geels and Schot, 2007).
Within this multi-level perspective, sociotechnical transition emerges with the configuration of three
phases. Phase one involves the development of the niche, radical innovations, which must be
incubated from the normal market in order to enable learning processes, develop supply chains and
establish “user–producer relationships” (Geels, 2002). Once this has been achieved, the second phase
is entered, and the innovations stabilise and become established in small market niches. For the
innovation to enter the third phase of sociotechnical transition it must perform successfully, be
affordable and developed alongside “complementary technologies and infrastructures” (Geels, 2018,
225). This success leads to cultural acceptance and “support from powerful actors” and provides the
opportunity for the innovation to overthrow established, “incumbent firms” and drive system
transformation across all regime levels (Geels, 2018, 225). This transformation often occurs due to
small “windows of opportunity” such as “regime destabilisation because of landscape pressures of
persistent internal problems” (Geels, 2018, 225). Geel argues that “low-carbon transitions are
problem-oriented…and increasing socio-political concerns about climate change can lead to changes
in regime-level institutions and selection environments” (Geels, 2018, 228). Pressures such as the Paris
Agreement, raising public awareness and monitoring of the impact of fossil fuel production and
climate change could undoubtedly apply as external pressures driving potential transformation.

Figure 2: Sociotechnical Transition Theory
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Figure 2: Source: Author Emma McGarthy’s Graphic. Sociotechnical Transition Theory, adapted from Geels (2018)

2.6. Operationalising Inclusive Development and Sociotechnical Theory to ECAs
In many respects the goals of Inclusive Development and Energy Transition follow the same path. To
bring in energy transition that is sustainable and effective, inclusive institutions are required that
consider all ecological, social and economic impacts, and allow participation, capacity-building and the
sharing of knowledge of all stakeholders. Both theories highlight the requirement of cultural change
and discourse. For Inclusive Development, this includes social movements and communities who
contest current accepted knowledge, systems and discourse, stating “key changes in society will only
happen as a response to social movements” (Gupta, Pouw and Ros-Tonen, 2015, 549). Sociotechnical
transition highlights that “niche-innovations build up internal impetus and a momentum for change”
whilst “landscape changes create pressure that destabilizes the Sociotechnical regime”, creating
opportunities for “replacement” (Bilali, 2019, 2). With the expansion of innovations offering
renewable energy alternatives, combined with social movements driving debate, change and political
discourse, development pathways can be transformed to leave fossil fuels underground and form
development that is inclusive.
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Figure 3: A framework for a transformation towards Inclusive Development pathways

Figure 3: Source: Author Emma McGarthy’s Graphic. A framework for a transformation towards Inclusive Development
pathways, adapted from Geels 2018. Two way hour reflects that ID and energy transition can drive destabilisation, as
pressures and destabilisation can lead to ID and Energy Transition

Applying this to how ECAs are aligning with the Paris Agreement to leave fossil fuels underground and
can assist in transforming the energy sector to mitigate climate change, cultural discourse has
developed to widely accept the reality of climate change. This has established the need to destabilise
the current global regime to mitigate its impact, signifying a macro-level landscape pressure. This
pressure is strengthened as civil society actors are increasingly raising public awareness of the role
ECAs play in fossil fuel extraction. Furthermore, as noted, renewable energy innovations have been
“empowered” and are becoming increasingly successful and viable alternatives to fossil fuel
extraction, providing radical niches that have now stabilised and entered the market (Smith & Raven,
2012). In order to destabilise the current fossil fuel regime, there must be support by public policy and
governments to facilitate renewable innovation and ensure ECAs incorporate environmental policies
into its regulatory framework. This is especially important as ECAs are government agencies mandated
to provide credit to national businesses for export to generate economic growth. Geels’ notes that
given climate mitigation is a public good, private stakeholder have little incentive to address it due to
“free-rider problems” where private actors benefit from environmentally destructive practices.
Therefore “public policy must play a central role in supporting” energy transition’s “emergence and
deployment” (Geels, 2018, 227).
This makes ECAs especially interesting as they are public entities which support private stakeholders
and are motivated by profit. Given the economic incentives surrounding the fossil fuel sector, and as
traditionally fossil fuels have been required for energy, industrialisation and development in lowerincome countries, a substantial proportion of ECAs investment has been in fossil fuel projects.
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Therefore, to move ECAs towards a more environmentally sustainable portfolio market and economic
pressures are integral to instigate its regime transformation, given its primary motive is generating
revenue for its government, and supporting national businesses. To enable this however, as
mentioned, public policy and regulation must be enacted to enable a level playing field. As this thesis
explores, this economic pressure has thus far been inadequate and there is insufficient regulation and
policy preventing ECA fossil fuel support.
The interaction of renewable energy sources providing viable niche innovations and new sources of
export for ECAs, combined with landscape pressures of climate change and international agreements
with support from public policy, could lead to the destabilisation of current Export Credit investments
and initiate transition to renewable energy. In doing so, the current development pathway may be
broken, decoupling dependency on fossil fuels and allow developing countries to avoid being lockedin to carbon intensive energy sources, facilitating Inclusive Development.
2.7. Conclusion
By applying an Inclusive Development lens to the fossil fuel sector, unequal power-dynamics, driven
by economic motivations that leads to multiple trade-offs, can be revealed. To facilitate development
pathways that are inclusive, fossil fuels must be left underground, and increased priority given to the
social and ecological dimensions of Sustainable Development, which an Inclusive Development lens
enables. To achieve this, pressures at multiple levels must collaborate to initiate energy transition and
regime transformation. This includes landscape pressures, such as a global awareness of the impact
fossil fuel extraction has on climate change, and societal pressures and cultural discourse driving
political change. This and niche renewable energy innovations which enter the market, assisted by
public policy and regulation allowing its growth, could allow a transition from fossil fuels. The following
chapters examine ECAs and specifically UK Export Finance’s role in energy transition, and how their
investment in fossil fuel production impacts development in the resource-rich countries in the global
South.
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3. Methodology
3.1. Introduction
This chapter outlines the philosophical stance underlining this research; the conceptual framework
containing the main theoretical concepts of this thesis; and the unit of analysis. It furthermore expands
on how key concepts were operationalised and qualitative methods were used to collect data,
including document analysis; semi structured interviews; data sampling and how the data was
analysed. Lastly, the researcher’s ethical positionality, data quality and the limitations of the data
collected are reflected upon.
3.2. Philosophical Stance
The purpose of this research is to identify the outcomes, actions, and consequences of UKEF
supporting fossil fuel extraction in Ghana and its misalignment with the Paris Agreement. Therefore,
a pragmatist approach has been undertaken (Creswell, 2018, 58). Pragmatists “agree that research
always occurs in social, historical, political” contexts and thus allows for a “lens that is reflective of
social justice and political aims” (Ibid). This is particularly relevant in understanding the social
implications and context surrounding fossil fuel extraction. Researchers are “free to choose the
methods, techniques, and procedures of research that best meet their needs and purposes” to
understand the “research problem” (Ibid).
A pragmatist approach is conducive to mixed method research. Although this research has been less
focused on the quantitative method, a pragmatist approach has allowed flexibility to use “what works”
in interview questions, document analysis and the efforts made to understand the problems
surrounding fossil fuel extraction (Ibid). A pragmatist approach accepts the world is not “an absolute
unity” and truth is “what works at the time” (Ibid). Therefore, researchers use mixed methods to
“provide the best understanding of a research problem” (Ibid). This is particularly appropriate for this
research given the differing viewpoints surrounding fossil fuel development and that although climate
change is arguably an objective truth, mitigation practices and its impact produce different viewpoints.
A critical realist approach will also be applied, given the critical nature of this thesis, and the fact that
through a specific case study, a casual mechanism for fossil fuel production will be identified (Bryman,
2012, 74).
3.3. Unit of Analysis
The unit of analysis is primarily: Export Credit Agencies, specifically UK Export Finance, the UK’s export
credit agency and the actors involved in the decision-making process for investing in oil and gas
projects. Additionally, this thesis analyses Ghanaian decision-makers who develop and invite
investment in oil and gas pipelines and the cooperation and agreements made between Ghana and
UKEF, as well as loans given. The effect of these units on development in Ghana and leaving fossil fuels
underground will be analysed.
3.4. Conceptual Framework
The table below illustrates the main concepts of this study, and the relationship between them. The
current development pathway’s focus on economic growth enables Export Credit fossil fuel
engagement, driving fossil fuel production in lower-middle income recipient countries. This enhances
economic growth but hinders Inclusive Development. With landscape pressures of climate change and
cultural discourse recognising the need to mitigate its impacts, multilateral agreements and niche
innovations develop, enhancing transition to renewable energy sources and increased focus on the
social, ecological and relational aspects of development, leading to fossil fuels being left underground.
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Figure 4: Conceptual framework

Source: Author Emma McGarthy’s Graphic

3.5. Operationalisation of Concepts
The operationalisation table (See Annex 1) defines the key concepts driving the scope of the research
and reveal the dimensions and indicators which have formed the unit of analysis, key questions and
hypothesis. Key concepts include leaving fossil fuels underground and climate change, ECAs,
sustainable and Inclusive Development and finally energy transition.
3.6. Research Design and Analysis
The research design of this thesis will be a case study of UKEF funding in an oil pipeline project in
Ghana. It engages in theoretical analysis of the motivations and policies which enable ECA and UKEF
investment, how it impacts development and how these financial flows can be better aligned with the
Paris Agreement.
3.6.1.

Data Collection Methods

This research paper primarily uses qualitative data collection methods to understand the process in
which UKEF fossil fuel investment takes place, and the implications of this investment on climate
mitigation. As the paper focuses on UKEF’s role in fossil fuel projects in Ghana and the impact this has;
it is crucial to understand the process and motivations of UKEF and how their actions and policies are
interpreted and given meaning by various actors in order to form an overall picture through first hand
data sources.
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3.6.2. Literature Review and Content Analysis
In order to form the research, its theory, objectives and overall design, a literature review was
conducted via academic papers and reports regarding fossil fuel extraction to identify gaps in
knowledge and generate a basis to work on (see 1.2). This review revealed the relatively unexplored
yet influential role ECAs have in energy investment and development in recipient countries, being a
public entity supporting private investment. As the UK expounds itself as a world leader in climate
mitigation, and the UKEF is an influential ECA disproportionately supporting fossil fuel investments, a
decision to focus on UKEF was then made. Thereafter, official policy documents, reports, reviews and
media articles regarding UKEF fossil fuel financial flows were analysed to understand the structure,
objectives and policies surrounding its energy investments and its inconsistencies with wider UK
Government policies and agreements. This analysis revealed a large investment of ECAs in Ghana and
led to that choice of study. There is very little academic literature on ECAs role in energy investment,
which were substituted with reports and policy documents.
3.6.3. Semi-Structured Interviews
The qualitative research was conducted through semi-structured interviews with purposefully chosen
samples of participants. 46 Interviews were conducted over 11 weeks (26 interviews in the UK over 6
weeks, 20 in Ghana) over 5 weeks. These were conducted face to face or via Skype where necessary.
Respondents included those involved in audit reports on UKEF investment, non-governmental
organisations, academics, and relevant government officials to ensure wide-ranging viewpoints.
Respondents were found via reports, articles, Linkedin, NGO environmental projects and interviewee
recommendations. The interviews were structured with a list questions and topics, but answers and
viewpoints varied and there was flexibility to ask alternative questions where required or desirable.
3.6.4. Document Analysis
To ensure a varied reflection on UKEF, its investment policies and the development of oil pipelines in
Ghana, policy document analysis was also a key data collection method. This includes analysis of
“statistical information” on their overall fossil fuel involvement via annual reports, examination of
audit reports focused on their fossil fuel investment, and OECD, UN and UK government policies and
environmental reports. As Bryman points out, it should be questioned whether these documents are
“representations of the reality of that organization” and so consideration has been taken as to the
“context in which they were produced”, and “their implied readership” (Bryman, 2012, 554).
3.6.5.

Data Sampling

Data sampling has been purposeful, and participants sourced in a strategic way to ensure variety in
the data (Bryman, 2012, 418). Therefore, the approach taken was sequential to allow evolution of
questions and other potential interviewees as the researcher’s knowledge developed. This is in line
with a grounded theory approach, where theoretical sampling is conducted “until theoretical
saturation” in the data takes place, and a particular theory or hypothesis has been validated (Bryman,
2012, 418). Interviews were conducted until no new information was revealed and all interviewees
were relevant and meaningful to answering the research question. A drawback of the method was
difficulty in establishing when saturation would occur, and the number of interviews required. UKEF
and its role in fossil extraction is a small area however, with a limited number of NGOs and academics
focused on it. UKEF’s role is relatively unknown in Ghana, therefore focus was applied to those who
are linked to fossil fuel investment in government agencies, civil society organisations, private
companies and academics specialising in the sector.
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3.6.6.

Data Analysis

The data collected via interviews was recorded and transcribed shortly after the interview took place.
The process was “iterative” following the grounded theory process and tentative analysis began
before completion of the data acquisition to “shape the next steps in the data-collection process”
(Bryman, 2012, 556). Room was left for interview questions to change as the process developed, based
on analysis of the data obtained and reactions in interviews. The resulting data was then codified, and
recurrent themes and arguments categorized and conceptualised through open coding. Selective
coding was then used to identify “the core category” and “the central issue or focus around which all
other categories are integrated” and validated (Bryman, 2012, 556). This is to frame the “analytical
account” of the hypothesis in question therein the key findings of the thesis (Bryman, 2012, 556).
Relevant policy documents were analysed, and recurrent themes, policies and arguments were coded.
3.7. Research Ethics and Positionality
Fossil fuel extraction and climate change mitigation are sensitive topics with varying viewpoints. As
many rely on oil projects for employment and given the power of oil and gas companies, the
repercussions of not adequately addressing all ethical issues could be especially egregious. The
research was conducted both in the UK and in Ghana to understand the dynamics of the UKs ECAs
fossil fuel investment. The researcher’s British citizenship leant some insight into the power dynamics,
viewpoints and processes involved when conducting data collection there. In Ghana, however
particular consideration was paid to understand government structures, protocol and general
viewpoints on the fossil fuel sector.
Ensuring respondent participation was voluntary was a key ethical concern for the researcher. The
emails requesting an interview contained relevant information regarding the thesis topic, content and
objectives that respondents would be interviewed for, and which they had the opportunity to read
before responding and agreeing to an interview. Consent to be interviewed was obtained by written
response. At the beginning of each interview the research objective was reiterated and confirmation
that the respondent consented to be recorded for the interview gained. Respondents were informed
they were not obliged to answer any of the questions posed. To respect confidentiality only the
researcher listened to the interviews and details of interviewees were anonymised as much as
possible.
3.8. Quality of Research
Given the qualitative and subjective nature of the research, Guba and Lincoln’s trustworthiness quality
criteria has been applied to measure the quality of the data and analysis conducted. In establishing
trustworthiness, the researcher must work within a four-part criterion established by Guba and
Lincoln: credibility, transferability, dependability and conﬁrmability.
Credibility
As noted, there can be multiple realities in qualitative research, it is “the feasibility or credibility of the
account that a researcher arrives at that is going to determine its acceptability” (Bryman, 2012, 90).
Therefore, the researcher interviewed a wide variety of stakeholders to gain as well rounded and
informed a perspective on the social realities of those involved in the fossil fuel sector in the UK and
Ghana as possible. The researcher incurred two key limitations:
1. Gaining perspectives from private oil and gas companies, who are largely unwilling to be
interviewed or disclose information (although the researcher did succeed in gaining two
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interviews with private stakeholders) as well as the lack of transparency in contracts and
agreements made.
2. Gaining an interview with UKEF itself, meaning much of their actions will be represented
by civil society organisations, other government departments and those who have worked
with them.
Therefore, for the purposes of credibility, triangulation was implemented, and the researcher utilises
audit reports on UKEF, reports on ECAs and their fossil fuel investment as a whole, and reports on the
oil and gas sector in Ghana. These reports and documents are correlated and used to support the
information gained from the semi-structured interviews.
Transferability
As Bryman states, qualitative research entails intensive study of one group and findings are “oriented
to the contextual uniqueness and signiﬁcance of the aspect of the social world being studied” (Bryman,
2012, 92). Thus, this research is contextualised in the Paris Agreement, Ghana and UKEF policies and
investment in Ghana, and so description of UKEF’s role in investment, and its implications within
Ghana will be produced. Nevertheless, this research has indicated that there are correlations in
policies and actions of ECAs and their fossil fuel involvement, particularly those ECAs bound by the
OECD. ECA fossil fuel investment in developing countries is extensive and has much overlap in policies
and processes, therefore the researcher would suggest in order to build up a strong narrative of Global
ECA fossil fuel investment, this study should be transferred to different ECAs and investment
recipients with questions tailored to those contexts where necessary.
Dependability and Conﬁrmability
To ensure dependability of the research, the researcher kept records of all phases of research and
sent background and transparency documents (with respondents anonymised) to their thesis
supervisor (Bryman, 2012: 392). The researcher worked to have as many varying stakeholders
represented as possible for confirmability. The same line of questions was asked to ensure consistency
and care was taken for the questions not to be leading. Questions were adapted as the data collection
progressed to reflect respondents’ realities and context.
3.9. Conclusion
This chapter outlined the methodology and epistemological positioning behind the research and data
that has been collected and analysed. Through ethical considerations and following Guba and Lincoln’s
quality criteria, the trustworthiness of the research and quality of data was assured. A pragmatic
approach was established to allow for flexibility in research and interpretation of the various realities
of the respondents. Additionally, applying critical realism enabled critical reflections of findings. The
next section will provide the context for UKEF’s investment in Ghana
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4. Contextual Information
4.1. Introduction
This chapter assesses the role ECAs play in the fossil fuel sector’s development; demonstrating the
relevance of UKEF and its investment in Ghana’s fossil fuel sector as a case study. Firstly, an overview
of ECAs from an international context, their role in fossil fuel phase-out and the most prominent
international ECA oversight body the Organisation for Economic Co-operation and Development
(OECD) will be provided. Secondly, a contextual overview of UKEF, its role in supporting fossil fuel
extraction in lower-middle income countries and relationship with Ghana will be given. Finally, this
chapter will conclude with an overview of UKEF’s relationship with Ghana, and an explanation of
Ghana’s suitability for a case study on the impact of fossil fuel production in lower-middle income
countries.
4.1.1.

Structure of Export Credit Agencies: International Context

ECAs are financial institutions that offer “government backed financing for domestic companies’
international exportation facilities” (Trade Finance Global, 2018). ECAs “structure their financing
through the provision of specific loans and insurance that cater for non-conventional risks” private
companies are unable to undertake, for example political risk or oversea liabilities (Ibid). They provide
funds to an importing entity via 1) direct lending, “where the loan is conditioned upon the purchase
of goods or services from businesses”; 2) financial intermediary loans, where the “export–import bank
lends funds to a financial intermediary, such as a commercial bank, that in turn loans the funds to the
importing entity”; and 3) interest rate equalization: where a “commercial lender provides a loan to
the importing entity at below market interest rates” and in return “receives compensation from the
export–import bank for the difference between the below-market rate and the commercial rate”
(Ibid).
Those in favour of ECAs argue they “permit importers to have access to goods” normally unavailable,
“generating another market within the importers domestic country” (Ibid). Others argue ECAs create
additional debt in poorer economies in order to back industries in industrialised economies (Wright,
2011). The fundamental aim of ECAs is to support “domestic exporters sell goods and services to other
countries” (Wright, 2011; Levit 2004). Each ECA operates under the requirements that they are only
able to ﬁnancially support private companies based in their home countries (Wright, 2011; Levit 2004).
Overall “more than 50 governments use ECAs to support national exports of large-scale equipment
and technology” (Wright, 2011, 133) In the energy sector, ECAs frequently “underwrite transactions
involving equipment and technology needed to build and operate long-term energy projects” (Wright,
2011, 133).
ECAs mandates and legal requirements are chiefly established by national legislation, however they
are subject to binding and nonbinding international rules and regulations. The most prominent of
these is the Organisation for Economic Co-operation and Development (OECD) which contains ECAs
primarily from developed global North countries2 (see 4.1.2) (Wright, 2011; Levit, 2004). Nevertheless
in recent years there has been a significant rise of ECAs from non-OECD countries, the most significant
of these being China3 (Wright, 2011; Hickie, 2009) The influence of these countries is highlighted as
Wright notes in the 1990’s the “volume of loans, project guarantees, and investment insurance
2

Australia, Canada, the European Union, Japan, Korea, New Zealand, Norway, Switzerland, Turkey, and the United States are official
members (OECD, 2020)
3
In 2018 China’s medium and long-term export financing reached $39 billion in 2018, this is in comparison to $3.3 billion in financing from
the USA ECA EXIM, supporting $6.8 billion worth of U.S. exports (Ekblom, 2019)
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provided” averaged “roughly $80–100 billion per annum” (Wright, 2011, 134). In 2010, “not least
because of the rise of ECAs from non-OECD countries”, the volume of loans reached “$514 billion
across all countries” (Wright, 2011, 134). This has increased competition with non-OECD members and
means bringing in environmental policies and multi-lateral action to shift ECA financial flows away
from fossil fuel support is a huge challenge. OECD ECAs have placed some restrictions on coal financing
yet there is no mention of oil and gas and this does not apply to non-OECD members (OECD, 2020).
It is evident therefore that ECAs play an important role in providing support for riskier energy ventures
and driving development both domestically and internationally through exports. As DeAngelis &
Tucker 2020 in “Adding Fuel to the Fire” argues, ECAs are “actors with a public mandate and an
outsized influence on energy investment patterns” they therefore have a “responsibility to lead” in
divestment (DeAngelis & Tucker, 2020).
4.1.2. OECD Export Credit Agreements and Environmental Policies
To understand how ECAs are enabled to continue making fossil fuel investments, it is integral to
understand the agreements and standards which regulate them. The UKEF is a member of the OECD,
which has provided rules for export credits to its members since 1963. The OECD arrangement on
Officially Supported Export Credits provides an agenda for the international application of officially
supported export credits, creating “a level playing field” amongst its members (OECD, 2020). The
OECD Arrangement places restrictions on “the financing terms and conditions” of export credit
support, such as repayment terms and interest rates (Ibid). This applies to all ECAs of OECD members
and to “all officially supported export credits with a repayment term of two years or more” (Ibid). The
OECD highlights export credits are “commercially motivated and demand-driven” and so cannot be
“assimilated to development finance”, yet still play a role in “mitigating risks – in providing access to
capital and enabling projects” in the countries they export to (OECD Non-ODA flows, 2020).
Furthermore, it outlines conditions of export credit allocation amongst its members, and codes of
conduct for those businesses within member jurisdictions (OECD, 2020).
This code of conduct includes the OECD Common Approaches and Equator principles, which ensure a
consistent environmental and social impact assessment amongst its members (UKEF, 2018).
Therefore, under the OECD arrangement requires the UKEF to publish an annual report and account
of its contracts, which includes Environmental, Social and Human Rights (ESHR) in line with the OECD’s
impact categorisation (Ibid). This categorises environmental impact into levels A, B and C; A being the
most environmentally damaging. Projects categorised as A must be reported on UKEF’s website to
notify “interested parties at least 30 calendar days” before the decision to progress is made (Ibid).
Within this, UKEF must publish all ESHR impact information and all “international standards” the
project is “benchmarked against”, as well as the “estimated operational Greenhouse Gas emissions”
(Ibid).
These standards are typically “the International Finance Corporation (IFC) Performance Standards”
(Ibid). The IFC’s Environmental and Social Performance Standards outline their “clients' responsibilities
for managing their environmental and social risks.” (IFC, 2012) These are eight standards which
include:
•

PS1: Assessment and Management of Environmental and Social Risks and Impacts (2012) this
includes integrating an “environmental and social management system (ESMS)” into a
business operation, providing “consultation with stakeholders and a means for complaints
from workers and local communities to be addressed.” (Ibid)
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•

•

PS4: Community Health, Safety, and Security (2012). This addresses the potential exposure,
increased risks and adverse impacts projects may have on local communities, and outlines
“responsible practices” companies should adopt such as “safety measures”; “emergency
preparedness” and “security force management” (Ibid)
PS6: Biodiversity Conservation and Sustainable Management of Living Natural Resources
(2012). This recognises that “protecting and conserving biodiversity, maintaining ecosystem
services, and managing living natural resources adequately are fundamental to Sustainable
Development.” (Ibid)

Other standards include good oversight and practices for the project’s potential impact on Labour
(PS2), Resource Efficiency (PS3), Land Resettlement (PS5), Indigenous People (PS7) and Cultural
Heritage (PS8) (Ibid).
Once a project has been approved, the monitoring process includes;
“self-reporting by the project sponsor; and/or reporting by an Independent Environmental and Social
Consultant (IESC) with a duty of care to UKEF (and any other OECD ECAs involved in the project); and/or
site visits carried out by UKEF or our representatives.” (UKEF, 2018)
4.2. UK Export Finance Structure and Decision-makers
The mission of UKEF is “to ensure that no viable UK export fails for lack of finance or insurance, while
operating at no net cost to the taxpayer” (UKEF, 2019). The organisation works with “around 70
private credit insurers and lenders to help UK companies access export finance and insurance” (UKEF,
2019). UKEF defines this support as a “particular class of loans, insurance policies or bank guarantees”
allowing “international trade to take place…easily and securely” (UKEF, 2017). UKEF works to “fill gaps
in the private sector’s provision of finance and insurance”, becoming “involved in transactions where
there are risks which the commercial market will not accept without ECA support” (House of
Commons, 2019). These risks include “the length of the financing period, commercial market capacity,
the jurisdiction in which the project is to be undertaken or the credit quality of the recipient of the
finance” (Ibid). Although a government entity UKEF is essentially a business, charging for its services
and so paying for itself. UKEF “operates on a profit loss basis and is not a “normal government
department that takes general taxation income and spends it, it brings in its own revenues” and then
“returns a profit to the treasury”4.
In addition to being a member of the OECD, UKEF derives its powers from the UK legislation “Export
and Investment Guarantee Act 1991 (EIGA)” (UKEF, 2017). Under EIGA, UKEF is entitled “to support
UK exports of £50 billion”5 to all sectors, businesses and sizes (House of Commons, 2019). The audit
report states that UKEF’s liabilities “under these insurances, guarantees and loans are predominantly
contingent, and amount to around £31 billion” (Ibid). Under the EIGA, UKEF is also not legally allowed
to discriminate between classes or types of exports.
UKEF is “strategically aligned” with the UK Governments Department of International Trade (DIT),
overseen by the Secretary of International Trade. Although UKEF reports to the Secretary of State for
International Trade, legally it is not an agency of DIT but a separate department (House of Commons,
2019). The Secretary of State for International Trade is “advised on UKEF’s operations by the Export
Guarantees Advisory Council (EGAC)” (Ibid). UKEF is led by “The Chief Executive”, who is responsible
for all “activities as the department’s Accounting Officer, and is supported by the Executive
4
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Committee, the UK Export Finance Board and the Export Guarantees Advisory Council” (UKEF, 2017).
The UK Export Finance Board “supports the Accounting Officer in the management of UK Export
Finance through operational oversight” (Ibid). The board provides “advice, challenge and assurance”,
meeting eight times a year (Ibid). Decisions for investment are undertaken by “committees, rather
than individuals” who “advise the decision-taker” who is listed as the “Accounting Officer or someone
delegated by the Accounting Officer” (Ibid).
How decisions are made, on what basis they are made, and to what extent UKEF is subject to the DIT
and its Secretary, is unclear. Nevertheless, in terms of policies, a respondent noted that to an extent,
UKEF does not “set their own policy. They are a government-based organization”6 and the British
Government has “the power to enact exclusions”, as demonstrated with the Prime Minister’s
announcement that the UK will no longer fund coal projects7 (see 5.2). Therefore, if the UK
government enacts a policy, UKEF would be bound to follow it. The next section will expand on why
UKEF provides an interesting case study when exploring the role ECAs play in fossil fuel production.
4.2.1. Why UKEF: Contextual Background on Energy Support
In 2019 a report conducted by an Environmental Audit Committee, appointed by the UK House of
Commons was published evaluating UKEF. This committee was appointed to analyse the extent to
which “the policies and programmes of government departments” contribute to “environmental
protection and Sustainable Development” (House of Commons, 2019). The report generated
widespread media attention, increasing public awareness of UKEF’s actions and providing an
opportune moment to deliver an academic analysis on its role in fossil fuel production based on the
report’s findings.
The report found that “between 2013/14 and 2017/18, 21% of UKEF’s support (£2.6 billion) was for
the energy sector”, 96% (£2.5 billion) went to the export of fossil fuels, whilst 4% (£104 million) went
to renewable energy exports (Ibid). Of this investment, “£2.4 billion or 90% of total energy support”
went to “fossil fuel projects” in “low-or-middle-income countries” (Ibid). To further highlight the
discrepancy, “renewables made up 96% (£68 million) of UKEF’s energy support to high-income
countries in 2017/18” (Ibid).
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Figure 5: UKEF’s energy support by recipient country classification and energy type

Source: UKEF Audit Report, breakdown of UKEF support by Financial Year in written evidence by UKEF, Environmental Audit Committee UK
Export Finance, Nineteenth Report of Session 2017–19

Although UKEF’s support equates to “just 0.02% of global oil and gas investment”, it de-risks projects
for investors, and sends a strong message to the wider investment market that fossil fuel investment
is acceptable, attracting further finance to projects (Ibid). The UK government has “taken a leading
role in the growth of green finance internationally” (see 5.4) and endorsed the recommendations of
a Task Force on Climate Related Financial Disclosures (TCFD)”, yet UKEF continues to make fossil fuel
investments (Ibid). This apparent contradiction with the wider policies of the UK Government provides
a strong opportunity to analyse how UKEF is enabled to continue fossil fuel investment irrespective of
the UK’s commitment to the Paris Agreement, and why there is such a disproportionate investment
in lower-middle income countries.
4.3. UKEF Export finance in Ghana
UKEF has substantial exposure in Ghana, delivering critical infrastructure and healthcare projects over
the years, and in 2018 becoming “the first West African country to have” UKEF “stationed in-country”
(GOV UK, 2018). Ghana is highlighted as an “important market for UK exporters” and UKEF has made
significant investments over the past few years, (See Annex 5) (UKEF, 2018/19).
A key criterion for selecting a case study was a clear ongoing relationship between UKEF and the
recipient country. The recipient country also needed a developing fossil fuel sector which gained a
high volume of support from UKEF. In its 2018-2019 annual report, UKEF notes that “Ghana’s economy
is forecast to increase by 8.8% this year”, one of “the highest growth rates in the region”, largely as a
result of oil discoveries (UKEF, 2018/19). This indicates the integral role oil and gas production has
played in Ghana’s development. In 2017 UKEF provided a direct loan of US$310m and issued a
guarantee of US$90m in export loan facility to Ghana’s Cape Three Points (OCTP) offshore oil and gas
project (UKEF, 2017). This guarantee was provided to GE Oil & Gas “headquartered in the UK”, to
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finance a “provision of subsea production systems to the project” (Ibid). Cape Three Points is now the
third oil and gas field to be developed in Ghana since its discovery in 2007.
The project was considered “high EHSR risk” and listed as category A in accordance with OECD
guidelines (UKEF, 2017). UKEF’s 2016/2017 annual report noted “the potential for diverse and broad
ranging impacts” as a result of the project, with “sensitive receptors both on – and off-shore” (UKEF,
2016/17). After consultation with other investors, a “ESHR due diligence review” and through “a suite
of proposed ESHR management tools”, UKEF concluded the project would be “appropriately
managed” (Ibid). In the Audit report Baroness Fairhead, former Minister of State at the DIT argued this
investment will “help to reduce CO₂ emissions because the gas that is piped ashore and burned in
power stations will obviate the need for hundreds of diesel generators”, calling it a “genuine transition
story” (House of Commons, 2019). This investment by UKEF and the promise that the development of
OCTP will encourage transition to greener energy sources, makes Ghana and OCTP an excellent case
study.
4.3.1. Recipient Country of Ghana
Oil was discovered in Ghana’s first oil field,
Jubilee, in 2007, coming “on stream” in 2010,
the same year the World Bank confirmed
Ghana’s middle-income status (UNDP Ghana,
2016; Tullow, 2020). The latest report by the
World Bank on Ghana states its economy has
“continued to expand in 2019” with the first
quarter’s “gross domestic product (GDP)
growth” estimated at “6.7%, compared with
5.4% in the same period of last year” (World
Bank, 2019). This increase is attributed to “oil
growth”, with “non-oil growth” at 6%. (Ibid).
Ghana clearly has a rapidly growing fossil fuel
sector, which substantially contributed to its
economic growth. Despite this growth
however, the WB also acknowledges that
“Ghana’s energy sector is in dire financial
conditions”, which could add to its fiscal
burdens in the coming years, and shall be
explored in chapter 6 (World Bank, 2019).
Therefore, what oil discovery means for the
well-being and development of its people
shall be analysed within this thesis. Ghana’s oil production is primarily offshore, therefore the social
implications of its development will be focused on coastal communities and ecological impact will
focus on marine life. The below diagram gives an overview of the oil and gas sector and production,
Ghana’s oil and gas production being primarily offshore and so upstream.
Box 1: A brief overview of Ghana
Ghana’s population is around 29.6 million
(2018) and is under a democratic multi-party
system. Ghana’s three main export
commodities are oil, gold and cocoa, resulting
in a trade surplus of 2.8% of GDP in 2019
(World Bank, 2019). This growth has largely
been based on extractive and capital-intensive
sectors, which has necessarily reduced absolute
OR relative poverty (UNDP Ghana, 2016).
Despite this, there remains considerable gaps in
social development, e.g. rural‐urban gaps in
health care services, and lack of widespread
school enrolment. Additionally, the business
community is often inhibited by an unreliable
supply of energy and affordable finance and
so SME’s remain weak (UNDP Ghana, 2016).
Hence, despite rising to middle-income status
and an increase in GDP, poverty persists in
Ghana.
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Figure 6: Oil & Gas Sector Overview

Figure 6: Oil & Gas Sectors table. Source (Mirjana Davcheva, 2019) Image map created with iMindQ, Oil and Gas Overview

Despite its growing oil and gas industry, Ghana has signed the Paris Agreement and so has committed
to record and reduce its NDCs and carbon emissions. It has a renewable energy master plan and a
“rich array of renewable energy resources” which can “address energy insecurity and help to expand
energy access”, yet, excluding hydro-power, its renewable energy is less than 1% of its energy mix
(IRENA, 2015).
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Figure 7: Ghana’s electricity generation by fuel source, 2005-2015

Source: Energy Commission, 2019, Renewable-Energy-Masterplan-February-2019

This provides an appropriate study of the role oil and gas expansion plays in Ghana’s development, as
well as its transition to renewable energy and commitment to the Paris Agreement.
4.4. Conclusion
ECAs clearly play an important role in energy development. They de-risk projects and provide credit
and liability cover to private corporations in fossil fuel projects. Furthermore, there is a
disproportionate amount of fossil fuel investment in lower-middle-income countries, reflected by
UKEF. UKEF’s substantial investment in Ghana’s Offshore Cape Three Point field, and arguments that
this investment encourages transition, provides an excellent point of analysis for the role it plays in
recipient countries’ development and renewable energy growth. UKEF’s investment in Ghana, which
is relatively new in developing oil and gas, combined with its ‘middle-income’ status since its discovery,
also allows an analysis of how fossil fuel investment contributes to, or deters development that is
inclusive for all Ghanaians. The next chapter provides an empirical analysis of what enables UKEF’s
fossil fuel support, its motivations, justifications and how far it contradicts wider UK Government
policy.
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5. Understanding UK Export Finance’s role in supporting fossil fuel
production
5.1. Introduction
This chapter analyses what enables UKEF’s continued fossil fuel support, and the motivations,
justifications and potential implications of its investment, thus answering sub questions 1 and 2. Subquestion 1a, (See 1.3) questioning UKEFs regulatory oversight and decision-makers was answered in
the previous chapter (see 4.1.2 and 4.2). Firstly, this chapter outlines the role UKEF plays in fossil fuel
projects, as well as the legislation and policies that forms and regulates UKEF’s decisions and
investment portfolio. Secondly, using the data collected from interviews and document analysis, it
discusses the key reasons and motivations given by UKEF for their fossil fuel support. Finally, this
chapter assesses how UKEF investment compliments or contradicts wider UK Government and
International initiatives to mitigate climate change, examining the key arguments for fossil fuel phase
out and divestment.
5.1.1.

What role does UKEF play in supporting fossil fuel projects?

Chapter four outlined the support ECAs and UKEF give in de-risking and providing credit to fossil fuel
projects. This section provides a more detailed analysis of UKEF’s involvement in fossil fuel projects.
Respondents noted that UKEF tends to work more with the production supply chain than private
companies, for example, companies that are “building parts of projects or supplying services to
projects.”8. Nevertheless, there are instances where UKEF may finance a project when “some smaller
companies or governments” do not have “the credit rating to borrow money for the largest project”9.
In this circumstance, UKEF would “collect security related to the project itself and the revenues which
are going to flow from that project to pay the loan back”10. This can be the case with oil and gas
projects in developing countries, so the governments “don’t take on the balance sheet themselves”11.
ECAs therefore are frequently “stepping into these large infrastructure projects for the purpose of derisking”12. The “political risk can be insured, which is why their role is…key…particularly in Africa”13. In
de-risking these projects, UKEF then attracts and enables private company involvement, making it an
integral part of the project going ahead.14 Upon a request the ECA “issues a primary letter of
commitment” then steps in at a “later stage in terms of financial negotiation of the deal” and remains
the facilitator. If something in the project goes wrong, UKEF intercedes via a creditor mechanism and
transforms “what is supposed to be private debt with local agreements to public debt”15.
A Ghanaian government official noted ECAs “have a relationship with our off-takers of the gas” and as
Ghana has a number of projects “currently paid in gas”, ECAs can “provide the necessary credit
support”16. He explained where there are challenges of cost and “access to long term capital” when
developing a plant, “ECAs are able to help”17. He noted that “International Financial Institutions are
really the ones that have to have long term capital to make these projects more economic, and a
typical investor wants returning in 5-10 years, which makes it difficult to make the project viable”18.
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ECAs “can step in and take a longer-term view of project and allow the equity participants to exit early
and sometimes inadvertently financing and all of that so their presence is helpful"19. Therefore, as well
as bringing in private finance and accepting potential liability for projects, UKEF actively develop
relationships with suppliers and off-takers of gas. The next section will examine the regulation and
bodies which oversee the investments made by UKEF.
5.2. How does being an OECD member impact UKEF’s fossil fuel support?
To understand UKEF’s role in fossil fuel production, and how it can be aligned with climate mitigation
efforts it is integral to evaluate the frameworks and policies which regulate it. UKEF is overseen by the
OECD (see 4.1.2), and therefore abides by its arrangement on Officially Supported Export Credits or
common approaches. This is a "gentlemen's agreement" and a “framework for the orderly use of
officially supported export credits” (OECD, 2020). Therefore, ECAs are able, but often unwilling, to go
above its arrangement and codes of conduct20. UKEF has demonstrated a willingness to do this,
following the enquiry, it stated going forward it will provide notice of intended investment in category
B projects (potentially just as damaging as category A) in advance”21. Although an admirable step and
going beyond the policies of other ECAs, in its annual accounts UKEF only expands in depth on
“emissions in the context of its operational facilities” (Tofighi-Niaki, 2019). It does not disclose “other
financed emissions” from operations it may have provided insurance to investors for (Ibid). Indeed, an
aim of the enquiry was to encourage UKEF to report on its “scope three emissions” which includes
greenhouse gas emissions caused by investments and members of its supply-chain that lies outside
the company’s direct operations (House of Commons, 2019; Carbon Trust, 2020)22. UKEF is now
debating whether it is plausible to do this, a debate “considerably in advance of other OECD
jurisdictions” and a significant step for UKEF in acknowledging its emission contributions 23. There has
been no update on this since the report was released.
The OECD common approaches, “only covers projects over a financial threshold”24. Beyond screening,
“no further action is required […] for applications […] for which an Adherent’s share is below SDR 10
million” (OECD, 2016). Where UKEF supports projects below that threshold, all of which were under a
“repayment terms for less than 2 years”; UKEF has been able to negate scrutiny: “That’s how they’ve
been slipping through a lot of the oil and gas stuff, they have been doing it on under two year"
agreements25. Furthermore, by committing to the OECD arrangement that “sets standards which are
non-binding and have no purchase in UK Law”, it became almost impossible to use a legal strategy
against UKEF within the UK26. Prior to joining OECD, UKEF had been “unable to take big group project
for nearly ten years27. Every time UKEF went to invest; civil society organisations judicially reviewed
them and took them to court”28. By joining the OECD principles and abandoning “any explicit policies
of their own on environment development and human rights”, it became more difficult “to hold them
to account unless the actual underlying legislation in the UK” changes29. Under the current legislation,
“the main thing required…is to support UK exports – everything else such as environmental standards
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are secondary”30. This is highlighted by UKEF itself, which has stated it is not “legally able to
discriminate between classes or types of exports” (gov.uk, 2013)31. This is not to say UKEF does not
comply with the OECD rules, but undeniably it makes it more challenging for UK organisations to
prevent environmentally damaging projects. Moreover, under OECD principles there has been little
arrangement for divestment of fossil fuels. There is an understanding that the “Export Credit Agency
funding is not allowed for non-efficient coal power plants but so called ‘very efficient’ still allowed”
(OECD, 2020). This, and the fact it is not presently able to legally discriminate against exports has been
an argument for why UKEF had not previously adopted a specific no coal policy32, despite not
supporting “a coal fired power station overseas since 2002” (gov.uk, 2013).
The ability to move beyond OECD agreements was evidenced when UK Prime Minister Boris Johnson
announced at a UK-Africa investment Summit in January 2020 that the UK will end “support coalmining and coal-fuelled power stations” in a drive to mitigate climate change while still highlighting
that the “UK will continue to support the extraction of gas and oil” (Woodcock, 2020). This means little
however as UKEF has not funded a coal project since 2002, and “all fossil fuel projects the government
has contingent liability for is oil & gas”, where the “emissions produced are equivalent to 17.7 coal
plants”33. The OECD therefore is a framework which UKEF can, and already has, gone beyond. It does
not prevent environmental policies from being implemented nor from UKEF deciding not to support a
certain export. Being an OECD member has even, at times, protected UKEF from being legally
challenged for its fossil fuel support. The next section will explore arguments for and against UKEF
support for fossil fuel engagement.
5.3. What are the key arguments supporting UKEF fossil fuel production and what do
they mean in practice?
UKEF emphasises that its support is “demand driven”, and so given in response to “a lack of
commercial market financing due to either risk appetite or liquidity concerns” (OECD, 2016). As UKEF
explained “the volume and proportion of UKEF’s support for UK exports in specific sectors is to some
extent a reflection of prevailing private sector liquidity and risk appetite” (House of Commons, 2019).
This does indicate that UKEF is required for oil and gas projects as there is a lack of liquidity for
investment and a high volume of commercial risk involved (Wright, 2011, 133).
Oil and gas is a multi-billion-pound sector in the UK, employing over 280,000 people with a “massive
supply chain”34. In 2018 alone it contributed “£24 billion” to the UK’s GDP (OGUK, 2019). Given this
sophistication and that between 2013 and 2018 energy sector support by UKEF averaged 21%, of all
its investments, there is evidently a dependency on the oil and gas revenue UKEF’s support brings to
the Ghanaian economy (House of Commons, 2019). This support is of “strategic importance” to the
UK due to how entrenched the oil and gas industry is (Wright, 2011, 133). A key reason for why the
UK leader is saying no to coal and “nothing similar for oil and gas” is that the UK is still an oil and gas
producer in its own right"35. The UK’s official policy is “to maximise economic recovery” of oil and gas
resources, indicating a lack of willingness by the UK Government to reduce oil and gas support (Hinson
et al, 2020). Nevertheless, the fact that UKEF is providing liquidity and risk mitigation indicates firstly
the fossil sector itself carries financial risk, and secondly that UKEF is taking an active role in supporting
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the oil and gas sector in the UK to maintain its prominent position. There is a demand from the oil and
gas industry for UKEF support then, due to its size but also arguably because it is strained. This is
evidenced by a confidential submission to the audit inquiry stating:
“UKEF has been ‘one of the bright lights of positivity’ after ‘four very difficult years in the UK energy
sector, especially for oil & gas’” (House of Commons, 2019).
Additionally, UKEF is “required by law to support any application that meets their criteria” and is
unable to discriminate against sectors and exports36(House of Commons, 2019). This is a predominant
argument for why fossil fuel investment continues. Despite this mandate, UKEF has made policy
decisions to exclude projects which could contravene the modern slavery act and other social issues”
and as mentioned above, under the UK government, has now established a “no coal” policy37. As
already noted, given UKEF has not directly supported a coal plant since 2002, they have effectively
already operated an exclusion policy38. That UKEF is demand-led however, implies “they are a passive
instrument”, yet data collected shows they play a key role in guiding businesses and advertising
potential fossil fuel investments often stating projects wouldn’t “happen without their support”3940.
In its annual reports UKEF notes it has “attended over 250 domestic events” in order to engage with
“UK SMEs” (UKEF, 2018/19). In oversea “target markets” UKEF engages with “high-value buyers with
the potential to source…new supplies from the UK”, making them aware of “UKEF’s capacity to
support UK supply chains” (UKEF, 2018/19).
Another key reason for continued engagement in fossil fuels is the need for a “level playing field” to
encourage competition amongst exporters (OECD, 2020)41. Projects UKEF does not support “are likely
to go ahead anyway, just with a different financial backer, and slightly lower returns”42. Previously,
one of the reasons UKEF wouldn’t implement “a no-coal policy is because they say stated they have
to follow the OECD which hasn’t directly said that yet”43. Ahead of UKEF, the French ECA (Coface) and
Export Development Canada (EDC) have committed to no longer funding coal projects, and Sweden’s
Export Credit Corporation (SEK) joined their “government’s “Fossil Free Sweden” initiative” (House of
Commons, 2019). Other than this however, there is no indication that oil and gas investment will
decrease.
A unilateral movement from fossil fuel production by UKEF within the OECD member states would
therefore potentially result in economic loss and transfer of investment. Moreover, an OECD report
revealed fossil fuel “support across 76 countries increased by 5% to USD 340 billion in 2017” (OECD,
2019). This came as a result of reinstatement of “stronger price controls on fossil fuels, in response to
volatility in international oil prices, which made it harder to continue energy pricing and taxation
reforms” (OECD, 2019). OECD members are not moving in the direction of divestment and so:
“Reducing [UKEF] support could damage the competitiveness of the supply chain in our region
and across the UK. Failing to secure this supply chain won’t just have damaging impacts for our
economy, it potentially risks the energy transition within the UK too.”
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(House of Commons, 2019)
A further issue highlighted by respondents is competition with the Chinese ECA which does not report
its investments and is not an OECD member.44 When ECAs go into a competitive marketplace, they
are “often competing against the Chinese ECA”45. As Oil and Gas UK claimed in the audit report:
“Around a third of African coal-fired plants built between 1996 and 2016 were constructed by
Chinese contractors, the majority with Chinese funding…Should UKEF choose not to finance such
projects then the global investment market would likely back them regardless.”
(House of Commons, 2019)
This suggests that multilateral action within, and outside the realms of the OECD is required to
effectively divest from fossil fuel extraction. Nevertheless should UKEF take strong unilateral action,
“it would send a big signal” to financial markets and investors that fossil fuel investment is “not
acceptable for public funds" and compel the other OECD members to stop using their policies “as a
ceiling as opposed to being a floor”46. However as noted above, given the competitive nature of
investment with non-OECD countries, and the fact that the OECD itself is a non-binding “gentleman’s
agreement” how effective this multilateral action would be is questionable.
In addition to the arguments so far highlighted, the Audit report on UKEF (2019) revealed three
validations given by CEO Louis Taylor for the high level of fossil fuel support in lower-middle income
countries:
•

UKEF’s support for oil and gas is within the context of transition from high carbon to lower carbon
emission fossil fuels, such as gas. A confidential submission to the audit report argued that a full
transition towards clean energy growth “will take decades, not single digit years,” and would
require further UKEF support for the oil and gas industry.
UK’s industrial capacity in the renewables sector is lower: “We cannot support UK content where
there is no UK content to support”
UKEF exists to “fill the gaps in private sector provision of finance”, not compete with it. Renewable
energy projects have a considerable amount of liquidity available, so the need for UK Export
Finance is reduced

•
•

(House of Commons, 2019)
Oil and gas remains essential to meeting energy demand, this includes supporting “renewables to
generate capacity”47. This supports UKEF’s argument that its oil and gas backing is transitional.
Nevertheless, as one respondent argued, a lot of coal to gas switches “aren’t happening, what’s
actually happening just crowding out renewable energy instead” and so preventing transition48.
Moreover, even if just the oil, gas and coal were extracted from fields already developed, this would
take the world well past the 1.5°C specified in the Paris goals (House of Commons, 2019). Further
exploration will prevent the PA targets from being met. As evidence given in the UKEF audit enquiry
states:
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“If we are going to hit 1.5°C…all the pathways say that we need…rapid decarbonisation, demand-side
mitigation, electrification and emissions reductions now…as well as carbon dioxide removals…The
current pattern of UK export finance is…flatly inconsistent with it”
(House of Commons, 2019).
To achieve this, support must be given to the renewable energy industry if transition and climate
mitigation is to be achieved.
The argument that the UK does not have the renewable energy capacity to export can be questioned
as in 2017/2018 its renewable energy support was 96% (£68 million) of its overall energy support to
higher-income countries, increasing from “0%-5% (less than £0.5 million) in 2013/14” (House of
Commons, 2019). Although undeniably smaller than fossil fuel support, this does show an ability for
UKEF to make renewable energy investment, and to scale up its investment in a very short timeframe.
A renewable energy consultant argued the UK is a world leader “when it comes to the consulting
services offered in renewable energy systems. This isn't just onshore and offshore wind where the UK
is “servicing a global market”49. The UK has become a leader in this sector, as it has “seen a massive
growth, specifically in offshore wind technology, which has the greatest potential in Western
Europe”50. Undoubtedly, the “gas industry is globally streets ahead in terms of where it sits from a
technology, project management, site development and maintenance”51 perspective, but there is a
growing expertise and capacity in the renewable sector, which given support, has the potential to be
exported.
This suggests it is not so much a lack of a renewable content to support, but a disproportionate support
to the fossil fuel sector by UKEF. The fossil fuel industry is strengthened globally via subsidisation,
defined as “any government action that lowers the cost of fossil fuel energy production, raises the
price received by energy producers, or lowers the price paid by energy consumers” (Oil Change, 2017).
As noted in the introduction, the value of global fossil fuel subsidies is “between US$325 billion and
US$5300 billion per year (Asmelash, 2017). There is an increasing acknowledgement that fossil fuel
subsidies are “delaying a low-carbon transition”, and the “removal of subsidies” (and arguably ECA
support) “can prevent new fossil fuel projects by rendering them uneconomic”, giving an immediate
boost to renewables52 (Yehle, 2019). The OECD compiled an account establishing there are substantial
subsidies for fossil fuels, also highlighted in the introduction, “part of which is from UK Export
Finance”53 (House of Commons, 2019). UKEF argue their customers pay “a cost similar to what they
would in the private sector” and the “premiums charged are set by the OECD” (Ibid). This is contrary
to other evidence given to the audit report which establishes that “the OECD, IMF, International
Energy Agency, World Bank and G20 all agree that the UK does subsidise fossil fuels under any widely
accepted international definition of subsidy” (Ibid).
There is then, a disproportionate amount of support for fossil fuels by UKEF which actively garners
investment, targets specific markets and engages with potential suppliers and importers in the
industry. Its support slows transition and renders what would be uneconomic projects viable, playing
an integral role in fossil fuel production which arguably goes against the wider UK Governments
commitment to climate mitigation, explored in the next section.
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5.4. What are the key arguments against UKEF Fossil Fuel Support?
Much of the criticism surrounding UKEF’s fossil support highlighted in the audit report is that UKEF’s
actions are out of step with the UK’s climate goals and domestic policies, seen as world leading in their
achievements”54 (House of Commons, 2019). The UK has reduced its “emissions by 42% while growing
the economy by 72%” (Gov.uk, 2019). The reduction of coal’s share of the energy mix from 67% of
total generation in 1991 to 5% in 2019 “replaced by gas, wind and bioenergy” is identified as a
significant contributor, with “wind, bioenergy and solar “responsible for 37% of electricity sector
emissions reductions in 2017” (Hausfather, 2019). This greatly enhances the argument that the UK has
a substantial and growing renewable energy sector to export. Another key reason for this reduction
however is “a dramatic rise in exports of consumer goods from countries such as China, which has a
very coal-intensive electricity generation mix” (Hausfather, 2019). The UK exported “industry to
China/Vietnam and other low labour cost countries and in process” has cut emissions55. Nevertheless,
the reduction of coal and massive increase of renewable energy in the UK’s energy mix is undoubtedly
a big step in reducing emissions as well as becoming the “first major economy to pass net zero
emissions law” (Gov.uk, 2019).
Other steps the UK Government has taken is to release a Green Finance Strategy recognising “the role
of the financial sector in delivering global and domestic climate and environmental objectives” 56
(Gov.uk, 2019). Its key aim is “Improving access to finance for green investment, addressing market
barriers and building capability” (Gov.uk, 2019). The strategy explicitly states that “UK Export Finance
will make climate-related financial disclosures in their accounts…as soon as practicable, following the
close of the 2020/21 financial year” (Gov.uk, 2019). This is a significant step in UK policy and a
progressive movement to increase UKEF environmental accountability and green investments going
forward, showing UKEF is well disposed towards “opportunities in the climate adaptation space”57.
Nevertheless, what this means in practice, and for UKEF investments in general remains unclear and
as referenced earlier, the UK Prime Minister still professed his commitment to oil and gas investment
in the African continent, signifying discrepancy in policy and practice.
The audit report also directly highlights the critique that fossil fuel investments by UKEF are misaligned with the Paris Agreement. Baroness Fairhead who served as Minister of State at the DIT,
argued that UKEF’s activities are in keeping with the Agreement, as UKEF joined the Powering Past
Coal Alliance (PPCA) following a review (House of Commons, 2019). Although the PA commits
countries to make “financial flows consistent with a pathway towards low greenhouse gas emissions
and climate resilient development”, it does not explicitly state an end to fossil fuel investment, nor
does it state when financial flows should be made consistent (PA, 2015). Therefore, it could be argued
that UKEF is not mis-aligned with the agreement as it does not necessarily “promote subsidy reform”58.
Still, organisations are beginning to divest from fossil fuels. The European Investment Bank and African
Development Bank have instigated a “ban on Fossil Fuel investment”, and exploration, and the World
Bank has pledged not to invest in “new oil & gas projects”59. Although not explicit, for financial flows
to be consistent with reducing greenhouse emissions, fossil fuel investment must be phased out,
including oil and gas, given they contribute to 90 percent” of emissions (Asmelash, 2017). As
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organisations begin to invest more in renewables and reduce investment in oil, gas and coal this
creates inherent issues for those still accepting investment.
One of these issues is that fossil fuel investment in lower-middle-income countries locks countries into
“highcarbon infrastructure for decades to come”, irrespective of renewable energy increasingly
becoming the “easier, cheaper and safer option” (House of Commons, 2019). This carbon lock-in and
dependency on oil and gas for energy and economic growth can then lead to stranded assets,
described as “assets that have suffered from unanticipated or premature write-downs, devaluations
or conversion to liabilities” (SEI et al, 2019). As renewable energy develops, and pressure intensifies
to meet the targets of the Paris Agreement, new oil and gas investments have the risk of becoming
stranded. This is particularly prevalent considering the volatility of oil and gas prices. As a report by
Oil and Gas UK notes “there has been a downward trend for gas prices” since 2019, exacerbated by
COVID-19 (OGUK, Business Outlook, 2020). Even before the crisis, more than half of the UK Oil and
Gas companies expected their capital expenditure plans to “fall […] by 20 to 30% from the recent
average” (Ibid). Thus, indicating investment was down even prior to the crisis, which has since
significantly impacted the oil and gas industry globally. Energy consultancy Rystad estimate that due
to COVID-19 “the global capital cutback is around $100bn”, suggesting that there will be an increase
in stranded assets (BBC, 2020). This general decline is reflected in UKEF’s investments as “between
2013/14 and 2017/18, 21% of UKEF’s support (£2.6 billion) was for the energy sector”, but this
dropped to 10% in 2017/2018, its lowest during that time (see 4.2.1). Indicating that oil and gas is
losing its viability.
As UKEF continues to invest in oil and gas as opposed to alternative sources, this not only creates a
path dependency on oil and gas for energy and economic growth in developing countries, but also
continues dependency on fossil fuels within the UK.
5.5. Conclusion
UKEF evidently plays an integral role in fossil fuel production, by providing credit, risk mitigation and
accepting liability where private companies are unwilling to take the risk. It takes active steps to create
relationships and promotes supply chains and exports. Environmental regulation or consideration are
almost non-existent in UKEF policies. Although bound by the OECD’s Common Approaches, this too
has little in way of climate mitigation policies. Furthermore, being an OECD member has prevented
UKEF from being viably challenged by UK civil society groups. The UK Government is attempting to
take steps to bring in policies aligned with the Paris Agreement, establishing green financial policies
and legal jurisdiction to reach net zero, yet has not retracted its support for oil and gas, arguably due
to the size of the UK’s oil and gas sector and revenue it generates. Economic growth is the key
motivation of UKEF and other ECAs. Without the law and legislation changing, and increased
investment in the UK’s growing renewable sector, fossil fuel investment and dependency on oil and
gas for development will continue. The UK will remain mis-aligned with the Paris Agreement and issues
such as carbon lock-in and stranded assets will intensify. The next chapter will examine the impact
UKEF and wider international investment in fossil fuel production has in Ghana.
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6. Fossil Fuel Production in Ghana: The Implications of Investment in
Recipient Countries
6.1. Introduction
This chapter discusses Export Agencies and FDI involvement Ghana’s fossil fuel sector and the
implications on its Inclusive Development and renewable energy growth, by answering sub-questions
3, 4 and 5 (See 1.3). Presenting the empirical findings gathered during data collection (see 3.6.1), this
chapter firstly provides a brief overview of Ghana’s energy sector, government departments which
oversee its development, and regulation in place. Secondly, an analysis of the wider social and
ecological implications of fossil fuel development are provided, including an examination of UKEF’s
$400 million investment in Ghana’s Cape Three Points Sankofa Pipeline. Finally, this chapter concludes
with an analysis of this investment on Ghana’s oil and gas transition, and the potential of renewable
energy growth.
6.1.1. What are the processes and policies in place for the Ghanaian Government
to secure investment?
Since Ghana’s oil discovery in 2007, three fields producing oil and gas in commercial quantities have
been developed; Jubilee, TEN and Sankfoa-Gye Nyame (SGN) (Ministry of Finance, 2019, 16).
Image 2: Ghana’s oil and gas basins

Image 2: Source (Abudu & Sai, 2020): Oil and Gas Basins in Ghana

Ghana National Petroleum Corporation (GNPC) is the national petroleum company, whose mission is
the “sustainable exploration, development” and production of petroleum resources through
leveraging “domestic and foreign investments” (GNPC, 2020). It promotes exploration whilst ensuring
Ghana gains the “greatest possible benefits” from oil and gas development, achieving technological
transfer of petroleum operations from foreign investment (Ibid). The Ministry of Energy is the
42

“supervisory authority of all agencies…tied to the energy sector”, responsible for “energy policy
formulation”, monitoring and implementation (Ministry of Energy, 2020).60 As well as GNPC this
includes the Petroleum Commission, which regulates and manages “the utilisation of petroleum
resources” and coordinates “the policies in the upstream petroleum sector”; the Energy Commission,
the technical regulator of Ghana’s “electricity, natural gas and renewable energy industries”; and the
National Petroleum Authority (NPA), which oversees and regulates Ghana’s downstream petroleum
sector61 (Ministry of Energy, 2020; Abudu, and Sai 2020).
Figure 8: An overview of Ghana’s energy regulatory structure
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Figure 8: An overview of Ghana’s energy regulatory structure, adapted from (Abudu, Sai 2020)

Ghana is part of the Extractive Industries Transparency Initiative (EITI), which aims to enhance
transparency surrounding the spending of revenues from extraction, to improve “development
outcomes”, reducing corruption and abuse (GHEITI REPORT, 13). This includes having legal
frameworks, “production sharing agreements, local content policies” and a “bidding process for
concessions”62. Oil is discovered via the “geological survey department of the government” which
conducts “preliminary surveys” and prospects for oil resources63. International companies are invited
when “the possibility for hitting oil is high”64. Its availability, quantity and potential for commercial
exploitation is then tested, and bidding for exploration and a “process of tendering for companies to
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extract and develop” then takes place65. Depending on the agreement the Ghanaian government
enters with developers, its share is “either by way of money or the product”66.
Ghana’s fossil fuel resources are significant with “5 billion barrels available” of oil, the 5th largest
“deficit for oil reserves in Africa”67. Respondents noted its political stability, with “smooth transitions”
of governments in power, an attractive environment providing “low risk investment” and respect
“given to the sanctity of contracts”, as key reasons foreign investors were motivated to invest in
Ghana’s resources68. Additionally, the easy conditions, flexible laws, regulations and huge incentives
given to foreign investors including allowing “companies to recover costs before taxation” and “100%
profit repatriation” ensure investment69. As a civil society campaigner noted, “one way we can make
money is by foreign country paying taxes” which are often relaxed70. Foreign investment is invited as
Ghana does not “have the manpower” and “technical no-how”, so needs investment and
partnerships” to develop the sector71.
The flexibility given to foreign investors, and influence they have in directing the oil and gas sectors
development is evidenced by Norwegian company Aker. Aker demanded the Ghanaian government
revise a law to accommodate their demands which involved varying the “approved development plan
without reference” to the energy minister, and “give Contractors unfettered discretion over oilfield
procurement without recourse to petroleum commission or any other governmental authority”,
which the government succumbed to72(Mutawakilu, 2019). Since Ghana’s oil discovery, the Norwegian
government has provided “advice on how best” to manage the sector, using its influence to shape
favourable terms.73 This indicates a substantial reason for high fossil fuel investment in lower income
countries is the looser laws and regulations, which enable extraction and potential for higher profit
margins. Moreover, the dependency of lower-income countries on higher-income countries to invest,
develop and provide the technical knowledge and infrastructure involved in fossil fuel production
provides a power-dynamic, enabling foreign investors to shape favourable terms and laws for
themselves. How far this dynamic, and fossil fuel development, benefits Ghana and its people will be
examined in the next section.
6.2. What are the implications and effects of fossil fuel investment on Ghana's Inclusive
Development?
This section examines the wider implications of fossil fuel investment on Ghana’s economy, local
population, environment and overall development, exploring whether this investment is facilitating
transition to greener energy use as UKEF has previously claimed.
6.2.1. How far has the development of a fossil fuel industry contributed to
Ghana’s economic growth?
As previously mentioned, fossil fuel production and industrialisation has been intrinsically linked to
development, oil discovery enabled Ghana to enter “the international market” and borrow large sums
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with the increased guarantee it can repay the investment through the resource74. Oil and gas
development has “enabled the government to undertake certain infrastructure projects which
otherwise wouldn’t have been possible”75. Over the past 10 years, the downstream petroleum sector
alone has contributed to 10% of Ghana GDP and in 2018 the total revenues generated from the
percentage of royalties owed from the three oil and gas fields totalled
“US$265,606,240.52”76(Ministry of Finance, 2019, 52). A report conducted by Public Interest and
Accountability Committee (PIAC) revealed the “total petroleum receipt of US$363,736,223.63” for the
first half of 2019 which “was paid into the Petroleum Holding Fund (PHF)” (PIAC Report, 2019). This
accounts for revenue accrued from royalties (17.86 percent), “Initial (Carried) and Participating
Interest (CAPI)” revenue (48.46 percent) and “Corporate Income Tax (CIT)” at (33.35 percent) (Ibid). It
is clear economic growth has been a major driver of production, contributing significantly to revenue
and the treasury77. When oil prices are at their highest, they contribute “billions” yearly to the national
budget, which may meaningfully impact the “national development effort”78.
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Table 1: Payments into Ghana’s Petroleum Holding Fund from Jubilee, TEN, SGN fields

Payments into the Petroleum Holding Fund 2017
(PHF)
Amount ($)
Jubilee Field
Royalty
84,257,960.47
Surface Rental
1,569.827.91
Corporate Tax
36,957,622
Carried Interest
160,090.124
Additional Participating Interest
58,286,253.02
CAPI (Carried) and Participating Interest)
218,376,377
Gas Revenue
0

2018
Amount ($)
112,320,077.57
539,246.75
103,691,584.76
0
0
291,106,532.62
0

TEN
Royalty
Surface Rental
Corporate Tax
Carried Interest
Additional Participating Interest
CAPI (Carried) and Participating Interest)
Gas Revenue

52,449,509.39
0
0
99,645,947
46,574,912
146,220,859
0

90,255,560.87
385,675.22
46,915,220.50
0
0
257,228,348.49
0

SGN
Royalty
Surface Rental
Corporate Tax
Carried Interest
Additional Participating Interest
CAPI (Carried) and Participating Interest)
Gas Revenue

0
0
0
0
0
0
0

63,080,602.08
13,974.00
10,000,000.00
0
0
0
0

PHF Interest
Amount lodged into PHF

976,985.43
539,832,157.44

1,606,462.37
977,093,285

Table 1: Adapted from Ministry of Finance GHEITI Report on the Oil and Gas Sector 2017 & 2018. Payments into PHF by fields
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Nevertheless, as the former chairman of PIAC noted investment into the upstream petroleum sector79
yields dividends only through production usually “shared based on equity holdings of various
parties”80. He remarks that Ghana’s “equity holding in the Jubilee field is 13.64%”, which becomes
“our share of revenue” and is marginal in comparison to other investors81 (PIAC Report, 2019). A
minister at GNPC notes that “on paper we are supposed to get well above 50% of the value that is
created by extracting resource”, through shares, “profit income tax”, and a “carried interest” system
where the government does not “pay until production and revenue start to happen”82. However, the
costs and terms are dictated by operators who often “outweigh” the Ghanaian authorities, and
whether it is ensured all “costs and profits are declared” before taxation is “a real question”83.
Oil and gas development has undoubtedly generated substantial revenue increase, nevertheless data
reveals it is “riddled with debt”84 (World Bank, 2019). With oil discovery, huge infrastructure
development was required to enable production and commercialisation, so the government
undertook huge external loans with interest rates of 11%/10%85. These rates have only recently been
reduced to “8%” and are on bonds in the market where the USA is paying 1%”86. This only exacerbates
the need for more revenue from oil production and has further repercussions, as when oil prices are
low the “total oil receipt to the country was less than the interest paid on principles of money
borrowed”87. Essentially the money received from the oil could not meet Ghana’s debt obligations88.
To deal with these increased debt obligations, the government introduced an “energy sector recovery
tax” as there was a point where “the cost of producing power on the grid was more expensive than
what the consumers paid”, leading the government further into debt89. As a result, respondents argue
electricity has become more expensive in Ghana than anywhere else in West Africa”90. Ghanaians pay
“as much 19 cents per KW” despite “supplying selling electricity to” their neighbouring countries at
“16 cents per KW”91.
Although the loans and fossil fuel production developed “infrastructure projects…these were highly
inflated, so the actualisation of borrowed money did not transform the economy or lives of people"
in a real sense, nor significantly reduced the cost of electricity92. Furthermore, as one respondent
noted with the primary objective of the Ghanaian government being economic growth from fossil fuel
extraction, “the environmental and social issues are considered an afterthought”93.
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6.2.2. What are the social and ecological implications of fossil fuel development
in Ghana?
In addition to the significant increase in revenue oil and gas development has generated, foreign
companies “have indigenous people working with them and so their presence has provided jobs”94.
This job development comes from the international companies whose main role is “to transfer the
technology to local people”95. Ghana now has its own company (Springfield), which conducts
exploration, production and trade of oil, indicating the positive impact this development has for
employment and growth of indigenous business.96 A ministry official outlined their intentions to create
a “petroleum hub for refinery products”, building “storage facilities and ports in western region of
Ghana” to “send products to land locked countries” in the region97. This would break the ineffective
cycle of extracting crude in Ghana to then send it to Rotterdam or Antwerp to be refined, and
potentially create further employment opportunities98. For this to progress however, further foreign
investment is required99. Other respondents noted “scholarship schemes” for Ghanaians funded by
oil companies to encourage “development of human capacity for the industry”100. Furthermore, in the
Sankofa Gas Project, GNPC owns 20% of the venture with ENI (owning 44.44% and Vitol owning
35.56% (ENI, 2017)101. This appears to impact local populations as “around 20% of the royalties from
the oil exploitation go to traditional authorities who own the area”102.
Additionally, this indicates positive implications for employment and the transfer of technical
knowledge from foreign investment. Nevertheless, respondents argued “there has been wasteful
expenditure, projects that cannot be identified but are supposedly financed with oil revenues” and
have been executed in too short a timeframe therefore “depriving the intended beneficiaries”103. Yet,
an environmental civil society respondent attributes the establishment of “road projects and a “free
senior high school policy" to oil and gas revenue, which has become critical for children’s education104.
Although excellent incentives, the volatility of oil and gas prices can create issues surrounding the
sustainability of social programmes, as fluctuation means the anticipated revenue may not be
generated105. This significantly impacts the budget and subsequently the social programmes that relies
on finance from the government to succeed106. The civil society respondent also noted the policy has
put “pressure on secondary schools” with limited infrastructure to facilitate the increase in students,
resulting in a decrease in quality107.
Given much of Ghana’s oil and gas production happens offshore, the social and ecological impacts
which have arisen are predominantly in the coastal communities and so form the social and ecological
indicators. Issues surrounding limited infrastructure to cope with fossil fuel development is also
reflected here as Ghana’s three offshore production facilities has driven “new economic activity” and
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“population increase” without the social facilities to cope108109. Population growth has also led to an
“increase in rent” and cost of living, yet a general decrease in income levels resulting from fish
depletion (Acheampong, 2018, 227)110. This is especially evident with the local fishermen in these
communities. Around 10% of Ghana’s population is involved in aspects of the fishing industry which is
at risk of “dying out completely in the next 20…years” due to oil exploitation. The fishing industries
GDP contribution decreasing from 4% to around 3% over the past decade (GIPC, 2020; Yeboah,
2018)111. Fishermen have complained of their “equipment being confiscated by national security when
they go beyond a demarcated zone” and even in some circumstances being arrested112 (Acheampong,
2018, 189). This equipment is a significant source of livelihood for the fisherman and confiscation
“effects every aspect of their life, from education, health to housing”113.
As well as the social impact, there is a clear ecological impact of offshore oil and gas development.
Since the beginning of production “10 white wales have been washed ashore” without explanation114
(Ofori-Parku, 2016; Global Policy Forum, 2012). A study found this was “seasonal” and related to the
life span of the whales, but as a respondent noted, this is “one government sponsored study”, and
there “isn’t a likelihood they’ll want to put out a finding against the activities or interest of the
government"115 (Ofori-Parku, 2016). Several “oil coastal communities have complained of an increase
of seaweed”, which “reduces the fish catch” and area fishermen are able to access (Attah, 2018,
174)116117. Although one ministry official argues the depletion of catch “was already the situation
before oil and gas”118,other directly relatable ecological impacts include gas leakages from the
pipelines, producing “methane which is 80x worse than carbon” and contributing to fish depletion
(Acheampong, 2018; Yeboah, 2018)119.
Undoubtedly, the development of oil and gas in Ghana has increased revenue, led to technical
knowledge advancement, employment and development programmes. Nevertheless, the
dependency on foreign investors from industrialised countries instigates corrupt practices, as well as
terms and profit margins which are often unfavourable for Ghana. This and the negative social and
ecological implications on coastal communities where Ghana’s oil and gas production takes place,
leads to the conclusion that fossil fuel production is not conducive to Inclusive Development. The next
section will focus specifically on the implications of the Offshore Cape Three Points project (OCTP),
containing the “country's first field producing solely gas”, which UKEF invested in 2017 (UKEF, 2017).
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Respondent from interview 9 suggested sanitation facilities such as toilets have not developed to meet increased populations, leading
many to defecate on the beach
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Demarcated zones are zones which are drawn around the oil production facilities – fisherman are not permitted to go into these zones
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As Attah notes, it is hard to find empirical data demonstrating fish levels, therefore this finding is based on civil society
analysis conducted in fishing villages, and so their perceptions, as well as research conducted by two PHD students in
Ghana also conducting qualitative research in coastal communities
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6.2.3. What are the implications of UKEF investment in the Sankofa Pipeline in
Ghana?
The Cape Three Points project “currently produces from two assets, Sankofa gas field and the Sankofa
East oil field” (Carbon Tracker, 2020). As explained in chapter four, UKEF provided a loan of US$310m
and issued a guarantee of US$90m export loan facility towards Cape Three Points (UKEF, 2017). This
was part of a “larger US$1.35 billion” package which included the International Finance Corporation
(IFC) and Multilateral Investment Guarantee Agency (MIGA) of the World Bank Group (Ibid).
Furthermore, its guarantee enabled General Electric to invest a further $850 million in subsea
equipment to the pipeline.
Designed for domestic consumption, the project displaced “oil-fired power generation” with the
“clean-burning alternative” of gas, tying into the argumentation that this investment initiates
transition to greener energy sources (Ibid). As noted in chapter 4, under the OECD guidelines the
project was listed as Category A “having potentially significant environmental, social and human right
(ESHR) impacts” (Ibid). An assessment was conducted by “Standard Chartered Bank, an Equator
Principles Financial Institution (EPFI), and IFC”, which consisted of a “review of project-related
documentation, multiple site visits, and interviews with the project sponsor, including “community
members” and “local government” (Ibid). Following this review, UKEF made the decision to invest.
The ecological impact, and impact on coastal communities that these offshore projects has been
evidenced (Section 6.2.2), arguably contravening the IFC standards as it impacts community health,
safety, and security as well as biodiversity in the region (IFC, 2012). However, data collection revealed
that the biggest impact was resulting from the 1.35 billion World-bank led investment which UKEF was
a part of (UKEF, 2017). Under the terms contract, a “take or pay clause” stipulates that GNPC “pay for
90 percent of the agreed quantity of gas”, whether it is “able to use it or not”. This meant in 2019, the
Ghanaian government’s bill for unused gas “amounted to $250 million”, resulting from “lack of
demand and delays in building associated infrastructure needed to offtake Sankofa’s gas”
(Brettonwoods Project, 2020). This clause is implemented for investors to be backed against “nonpayment”, in which the World Bank “can access Ghana’s oil revenue to recuperate payment if the
guarantee is activated”, and is named the “enclave guarantee”120. These terms were due to “a credit
worthiness issue”, with “unpaid debt to pipeline that supplies gas from Nigeria”121 explaining the need
for World Bank involvement, and UKEF involvement in financing GE’s investment. Ultimately this
forces Ghana pay more than they have to in order to ensure energy security, further indebting the
country.
The Intelligence Unit of the Economist found the pipeline was “egregious” due to “the lack of a means
to deliver the gas to the main demand centre” of Tema, meaning gas becomes “stranded” (Economist,
2019). Under the terms GNPC is contracted to offtake “154” million cubic feet per day of the “Sankofa
output, without any means to deliver the gas to Tema”. To mitigate this, around “60” million cubic
feet per day is being sent to help feed “generation facilities at Takoradi, which is already supplied with
gas from the Jubilee and TEN fields” leading to overcapacity (Economist, 2019). Due to “paying for
energy” which was not needed, the government decided to forsake the Jubilee Field, as the gas it was
producing was not being utilised.122 This forced Jubilee to reinject “gas into wells” compromising
production and eventually leading to Jubilee flaring the gas123. The flaring of gas occurs when the
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production is unable to be piped back to the mainline and gas cannot be shipped ashore (Dontoh and
Burkhardt, 2020). This burns gas into the atmosphere releasing chemicals including benzene and
producing additional carbon dioxide, causing significant environmental damage and negating the
argument that gas is a greener alternative (Global Policy Forum, 2012, Petroleum Commission,
2020)124 One respondent remarked Ghana has a “no flare” policy, and so this contravenes Ghanaian
law, which states “that in an emergency situation” approval is needed before flaring125 (Global Policy
Forum, 2012). The field has been forced to slow production, “weakening revenue generating capacity”
and creating a shortfall compounded by “oil prices dropping”126. Furthermore, several respondents
highlighted the Ghanaian government is “currently entitled to free gas from jubilee but because of the
“obligations imposed by the take or pay arrangement” they are abandoning this and taking gas from
Sankofa.127
When signed, the take and pay contract was “heralded as a way to finance this development without
increasing the burden of debt on Ghana” however although it is technically not debt, it is “increasing
fiscal burden” in a country where debt has become “60 per cent of GDP in 2019” (Brettonwoods
Project, 2020)128.
The complexities surrounding Sankofa are exacerbated as in 2015 the Ghanaian government entered
into:
“long-term power-purchase agreements (PPAs) with private producers…for a total of some 2,300 MW,
on the basis that the capacity would be paid for irrespective of demand. …[Due to supply from PPAs
outpacing demand] the exchequer has been left with an annual bill of some US$500m for unused
electricity.”
(Brettonwoods Project, 2020)
These power-purchase agreements were entered into due to “acute shortages” of energy “in the mid2010s” as a result of “reduced output from hydropower electricity sources and a reduction in gas flows
from Nigeria” due to the unpaid debts mentioned above (Brettonwoods Project, 2020).
Carbon Tracker has also highlighted the likelihood of Cape Three Points becoming “stranded in a Pariscompliant world” (Dalman, 2020). They assessed the project against the International Energy Agency’s
(IEA) Beyond 2°C Scenario (B2DS) which tests an oil and gas portfolio’s alignment with the 2°C Paris
Agreement target. Carbon tracker examined the “breakeven oil price” for the project “at approval in
2015”, meaning “the price required to recover capital and operational costs” as well as deliver a return
on investment (Dalman, 2020). It concluded that the project delivers “oil at a…high cost”, Rystad
Energy estimated the cost would need to be $67/barrel (bbl) to deliver a 10%” internal rate of return
(Ibid). As the below graph demonstrates, to be compliant with the Paris Agreement target of lowering
global temperatures to 2°C the Sankofa project would need to be below $40/barrel (bbl) (Ibid).
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Figure 9. Carbon Tracker: Sankofa East breakeven price, B2DS/SDS marginal costs and oil prices since approval

Figure 9: Source: (Dalman, 2020) Carbon tracker Supporting stranding: UKEF’s oil finance failing the Paris test. From: St Louis
Fed, IEA, Rystad Energy, CTI analysis

This determines that UKEF is contributing to oil and gas projects that could become stranded and is
increasing the financial burden on the Ghanaian Government. Although the World Bank led in
facilitating the finance behind the project, providing “two guarantees for the Sankofa gas project
totalling $700 million”, UKEF’s contribution marks almost a third of the $1.35 billion package
(Brettonwoods Project, 2020). This and its facilitation of subsea production systems for the pipeline
means its role cannot be understated.
The results of Sankofa’s development is clear. Take and pay contracts have furthered Ghana’s fiscal
burden and the excess gas and electricity, as well as the resulting flaring of gas, begs the question as
to whether the development of the Sankofa field has caused Ghana to “lower its emissions” as
Baroness Fairhead claimed in the UKEF Audit report (House of Commons, 2019). Furthermore, a
respondent argued “from the point of view of gas being transitional” the Sankofa pipeline is a
“compelling case” that the “fiscal outlay for gas” is “limiting Ghana’s ability to invest in other
renewable energy sources”.129 Ghana has a target of increasing renewable energy to 10% of the energy
mix by 2030 but “can do more” which the next section will examine.130 However, having “signed a lot
take and pay with particular oil and gas companies we cannot move further”131.
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6.3. What potential does Ghana have to develop a strong renewable energy sector?
Ghana has clear plans to develop its renewable energy sector, with an energy master plan and
renewable energy law enacted in 2011 to “promote uptake of renewable energy in Ghana" and
encourage investment132. The Ghanaian Government plans to scale up renewable energy to 10% of
the energy mix by 2030133. An academic respondent referred to a programme implemented by the
Energy Commission to “train in solar installation, solar power positioning” and a “programme to install
200,000 rooftop solar panels, which was a shared cost where citizens purchased the batteries and the
government provided the panel”134.
Many respondents noted the benefits of renewable energy, with prices dropping so low it undercuts
existing coal production135. Furthermore, once solar is installed “distribution costs” are low, and the
cost that is incurred is paid back within 5 years, and then becomes free, saving Ghana’s ministries who
have all adopted solar, 40% of their electricity charges136. A “net metric” system has also been
established where “individuals who generate excess energy from solar energy” can channel that into
the national grid for “monetary reward”, providing financial benefits and cheap electricity to local
communities137. Renewable energy generates employment with a renewable plant having the
potential to offer “200,000 jobs by 2030” and provides cheaper access to electricity to Ghana’s 200
island communities, where to send thermal energy requires “submarine cables”, making it extremely
expensive138. Additionally, Ghana has “huge reserves of silicate sand – which is most important
ingredient in manufacture of solar panels” but remains unexploited139.
Despite these benefits and clear potential of solar in Ghana, the amount of renewable energy in
Ghana’s energy mix remains less than 1%. As noted in the previous section there is an overcapacity of
electricity, however this is not just due to oil and gas agreements. Several respondents highlight the
“dire energy shortage” between 2012-2016 which led to “bad” and expensive “contracts with
prospective renewable energy producers” adding to the economic burden created by take and pay
contracts140. A major deterrent for local Ghanaians in installing solar panels is the “high infrastructure
costs” of initial installation141. This combined with over capacity has significantly slowed renewable
energy development and subsidisation142. During the “power crisis the government” was “looking for
alternative sources of energy, now energy sufficient…the government is relaxed”143.
Many respondents acknowledged the inherent risk of continued fossil fuel extraction, such as
stranded assets and carbon lock-in but felt for now they should “get as much as we can from fossil
fuels” as it will “be economically viable in the future”144. One respondent argued even after the US
and EU “have made progress in” transition to renewables” as the prices of fossil fuels diminish it
“becomes cheaper for countries who have these resources, provided they have the technology to
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exploit it”145. As long as foreign investment into Ghana’s fossil fuel sector continues, the pressure to
transition to renewable energy remains minimal and carbon lock-in will continue. As an academic
respondent noted; "Western governments have a role to play in restricting the inflow of investment
of Fossil Fuel technology” and supporting renewable development146.
6.4. Conclusion
Undoubtedly fossil fuel investment has developed Ghana’s economy, contributing significantly to
revenue generation and GDP increase, employment and technical knowledge transfer. Nevertheless,
the power dynamics and agreements that disproportionately benefit the global North and increased
debt exacerbation due to infrastructure development to support production results in this
development being unequal. UKEF’s investment into the Cape Three Points has only exacerbated
these tensions. Ultimately, fossil fuel investment creates clear environmental trade-offs for economic
growth, preventing ecological inclusiveness. Furthermore, offshore fossil fuel investment creates
considerable negative social implications for coastal communities, and despite arguments that
development in gas production facilitates transition from dirtier resources, it ultimately prevents
renewable energy growth and Ghana from meeting the goals of the Paris Agreement and achieving
Inclusive Development which will be further discussed in the next chapter (see 7.1.2)
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7. Conclusion
7.1. Key Conclusions
The purpose of this research was to fill a gap in scholarly knowledge on the relationship between
Export Credits alignment with climate change mitigation via the Paris Agreement, and how its support
of fossil fuel projects impacts development and renewable energy growth in Ghana. Based on the
empirical data extrapolated and identified in chapters 4, 5 and 6, this thesis draws three conclusions.
Firstly, ECAs role in de-risking investments and providing direct financial loans to fossil fuel projects,
undoubtedly maintains and supports extraction. Secondly, despite ECAs arguments of being demand
led, they play an active role in promoting their services and building relationships with oil and gas
suppliers in order to support these projects. Thirdly, as UKEF demonstrates, these investments are
disproportionately in the global South and contribute significantly to carbon lock-in, risk of stranded
assets and fossil fuel dependency in developing, resource-rich countries motivated by quick economic
growth. Therefore, ECAs are mis-aligned with the Paris Agreements goals of making financial flows
consistent with reducing carbon emissions to close to 1.5°C.
UKEF was chosen as a case study as its fossil fuel investment equalled 99.4% of its lower-middle
income energy investment, totalling £178 million in 2017/2018. UKEF provided nearly a third of the
world bank financial package essential in enabling Ghana’s Cape Three Points project to proceed.
Furthermore, its investment guarantee allowed General Electric to invest an additional $850 million
in equipment. This demonstrates the integral role UKEF plays in enabling projects to go ahead, but
also connecting private businesses with these projects. The Sankofa pipeline has firstly, further
deepened Ghana’s fiscal burden, especially by the take and pay contracts attached to pipelines
financing. These take and pay agreements have contracted the offtake gas irrespective of capacity,
locking Ghana further into using fossil fuels as an energy source, and leading to gas being flared in
other pipelines at state cost due to gas overproduction. This directly contradicts the claims made by
UKEF that its involvement in Sankofa was facilitating transition to cleaner energy sources by utilising
gas. Despite renewable energy potential in Ghana, and policies to increase renewable sources to 10%
of its energy mix, renewable energy remains under 1%. Secondly, evidence shows Sankofa goes
beyond the BS2D “portfolio’s alignment with the 2°C Paris Agreement target” test and therefore has
the potential to lead to assets becoming stranded (Dalman, 2020). This UKEF’s current financial flows
towards fossil fuel projects, therefore, are intrinsically mis-aligned with the Paris Agreement’s goal of
aligning financial flows to reduce greenhouse emissions to well below 2°C.
Despite this, UKEF has demonstrated an ability to align its financial flows more closely with the goals
of the Paris Agreement, increasing its “proportion of its energy support to” renewables in higherincome countries to 96% (£68 million) of its support in 2017/18”, increasing from “0%-5% (less than
£0.5 million) in 2013/14” (House of Commons, 2019). This is reinforced by the developing renewable
sector within the UK, reflected by the UK’s emissions reducing by 42%, with “wind, bioenergy and
solar” responsible for 37% of electricity sector emissions reductions in 2017” (Hausfather, 2019).
However, this has not transferred to lower-income countries.
The size and sophistication of the UK’s oil and gas sector is strong cause for the high level of
investment, creating more demand. It is also evident that UKEF is helping maintain an industry which
is perhaps decreasing. Despite its rhetoric that it is “demand-driven” and non-discriminatory (a
rhetoric used by all OECD ECAs), UKEF clearly plays a leading role in building relationships with oil and
gas suppliers, private companies and promotes its services. It provides integral support by accepting
the inherent financial risk in fossil fuel projects in the global South, mitigating credit-worthiness issues
and even states projects wouldn’t go ahead without its assistance.
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A key reason for why lower-middle income countries allow and encourage investment is economic
motivation, yet ultimately this benefits global North investors who’s technical knowledge can shape
production to their advantage with tax exemptions, influencing legal regulatory frameworks
surrounding extraction, and taking a high volumes of profit. Concluding, as the UK and global North
develops renewable investment domestically, FDI inflows are transferred to resource-rich global
South countries such as Ghana, where renewable energy has not yet been to the same scale and
climate policies go unenforced (Trittin & Troge, 2004, UNEP Enquiry, 2017). UKEF and ECA fossil fuel
support only deepen this resource dependency, preventing energy transition and alignment with the
Paris Agreement both nationally and in recipient countries. The next section will examine how ECAs
can be aligned with the Paris Agreement and Climate Mitigation.
7.1.1. Aligning ECAs with the Paris Agreement and Climate Mitigation Policies
This thesis has evidenced there is not a long-term strategy to bring in climate mitigation policies to
UKEF and ECAs committed to the OECD-Arrangement. In terms of environmental mitigation policies,
as noted, UKEF projects listed as high environmental and human rights risk under category A, and now
category B of the OECD’s impact categorisation, are disclosed 30 days prior to the project being backed
(UKEF, 2018). However, given the OECD arrangement, which is the main governance of ECA action is
a “gentleman’s agreement” with little purchase in UK law, how these projects could realistically be
challenged is a key question. Other than the OECD arrangement there is little, if any, real restriction
on UKEF’s environmental practices and mitigation, as “within the statutory purposes of UKEF there is
not a developmental or environmental statement in there at all” (House of Commons, 2019).
There is little elaboration on how the “international standards” the category A project has been
“benchmarked against” is conducted to warrant it being acceptable to invest in, i.e. who specifically
within the recipient country has been spoken to (UKEF, 2017). As section 6.2 has demonstrated,
despite these assessments, projects can have wide-ranging negative impacts on recipient countries,
such as deepening developing countries fiscal burdens, and causing negative impacts on local
communities.
It is evident then that the regulatory environment surrounding UKEF and the practices it is bound to
are not conducive to alignment with the Paris Agreement. Joining the OECD principles has in fact
enabled UKEF to avoid scrutiny on its investments by British civil society actors. Furthermore, if an
investment is beneath a certain financial threshold, ECAs are not required to report their actions,
which enables the avoidance of scrutiny on certain projects. Given the primary objective of UKEF and
other ECAs is the export growth and profit for internal business, this provides little incentive to
consider climate mitigation strategies. The emphasis on creating a “level playing field” of OECD
members further disincentives ECAs from stopping fossil fuel investment if members continue to do
so (OECD, 2020). Nevertheless, actions by the French, Canadian, Swedish, and now UK governments
in instigating “no coal” policies show the clear ability and willingness to implement policies that go
beyond the OECD. Multilateral action by current OECD-members surrounding agreements on climate
action could instigate stronger alignment with the Paris Agreement and decrease in support in fossil
fuel projects. To counteract this however, as noted in section 5.3.1 the increasing role non-OECD
members play in Export Credit, in particular China has further increased competitive practice and the
belief that support for projects will take place irrespective of whether certain ECAs decide to move
their financial flows away from fossil fuels. Therefore, given the current framework, stronger
environmental policies and laws concerning UKEF is best to come from the UK Government. However,
the UK government itself has proved contradictory in its measures.
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Actions such as the Green Finance Policy and UK’s legal commitment to achieving net zero by 2050,
shows a direct commitment to the Paris Agreement and recognition that to achieve its goals, financial
flows must be divested from carbon intensive projects. This will impact UKEF, as it will prompt
“climate-related financial disclosures in their accounts in line with the TCFD” (Green Finance Strategy,
2019). What this means in practice, and for UKEF fossil fuel investments remains unclear, however.
Despite these policies, as noted in 5.3 the UK government still professed its commitment to funding
oil and gas projects despite professing it would no longer support coal, arguably due to the high
economic contributions the sector makes. UKEF has undoubtedly provided an excellent resource to
substantiate and further grow this sector and the limited restrictions and accountability surrounding
ECAs enables this investment. Therefore, as long as the UK gov is not disincentivized to invest in gas
and oil, also abroad, the NDC goals of the Paris Agreement will not be reached and UKEF cannot be
aligned with the Paris Agreement’s goal of redirecting financial flows to lower global temperatures.
7.1.2. Applying Inclusive Development and Sociotechnical Transition Theory to
Fossil Fuel Production in Resource-rich Developing countries
As noted above, oil and gas development has far reaching implications for lower-middle-income
countries looking for development. In applying inclusiveness as a relational concept, the data
demonstrates that as a result of fossil fuel development trade-offs are being made across local and
global levels. Investment in fossil fuel production is evidently due to economic incentives for both the
global North and global South, making social and ecological considerations an afterthought. Through
the insistence that fossil fuel investment and industrialisation equal development, resource-rich
countries in the global South perpetuate a system that ultimately benefits the foreign investors and
creates debt in recipient countries building infrastructure. The reliance on industrialised countries to
bring technological expertise, and ‘best practices’ further imbeds the power structure between Global
North and Global South. Additionally, it deepens dependency on revenue generated from production
and the need to attract more investment through financial incentives (Gupta, Pouw and Ros-Tonen,
2015).
Despite this, the data gathered provides evidence that fossil fuel investment has the potential to
improve well-being through social programmes, increased job opportunities and technical knowledge
transfer. However, its volatility means budgets vary and they are not always long-lasting. Increased
activity as a result of offshore oil and gas does not produce better living conditions or better quality
of life. When applying inclusiveness per-se, it is questionable how much the “well-being” of the
population has been increased (Gupta, Pouw and Ros-Tonen, 2015). It has increased affordable access
to education, but it is questionable what this achieves with poor social infrastructure to facilitate
increased school numbers. Furthermore, the development of oil and gas has led to corrupt practices
from international and local forces. This has produced unequal distribution of profit, legal frameworks
that potentially benefit investors, and social programmes that are dependent on the revenue
generated from production, dependent on volatile oil and gas prices.
In applying Inclusiveness in the Age of the Anthropocene (Gupta, Pouw and Ros-Tonen, 2015) data
shows there is increased risk to marine life and provisioning as a result of offshore oil and gas facilities
which local coastal communities depend on. Furthermore, increased flaring of gas resulting from
production overcapacity due to Sankofa’s development causes the release of additional carbon
emissions into the atmosphere without the gas being utilised for energy. These economic, social,
environmental arguments combined with the clear impact fossil fuel production has in increasing GHG
and climate change risks, means that for Inclusive Development to be enacted, fossil fuels must be left
underground.
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Inclusive Development and empowerment of local people can be developed through localised
renewable energy initiatives, reducing energy poverty and cost (source). Investment in fossil fuel
infrastructure prevents capacity building and niche innovations from being developed, both in the UK
and lower-middle-income countries. Prices have dropped considerably for renewable energy to
around 70% and 90% for solar PVs and 30–40% for wind turbines (Murray, 2019; IRENA, 2017). It could
then be argued if subsidies were transferred from fossil fuels to renewable installation, helping
manage the initial expense of installation, this would have an enormous impact (Murray, 2019). Only
through energy transition to renewable energy can Inclusive Development and genuine climate
change mitigation be achieved.
Applying Sociotechnical Transition Theory, niche innovations and a clear development of expertise in
renewable energy is evolving in the UK, and must be shielded via regulation, protective policies and
subsidisation to allow opportunity to truly compete with fossil fuel production (see 5.3). There has
been a societal shift, reflected in the Paris Agreement, in acknowledging the need to mitigate climate
change. This creates a clear “landscape pressures” highlighted by Geels that can lead to transition
(Geels, 2018). The performance and price of renewable energy has also been significantly enhanced
in the last few years, both in the UK and Ghana (Geels, 2018). What is required then is increased
landscape pressure of “support from powerful actors” and the implementation of regulation and
“public policy” to allow transition (Geels, 2018).
7.2. Conclusion
For the Paris Agreement to be achieved, and financial flows to be made “consistent with a low GHG
emissions and climate-resilient pathway” (PA, 2015), ECAs must stop de-risking and accepting
liabilities for fossil fuel related projects. This can only be achieved through establishing firmer
regulation and legal frameworks holding ECAs accountable for their carbon emissions and enable
them to reject project support based on the emissions it could produce. Multi-lateral action to
establish stronger environmental policies and break the competitive nature surround ECA fossil fuel
support is required, but as explored, will prove a challenging task. Nevertheless, as government
departments who accept liability of projects, the actions of ECAs set a precedent for wider financial
flows, and by no longer supporting fossil fuel projects a strong message to investors and shareholders
in private companies would be established. The support and subsidisation currently given to fossil fuel
production must be directed to renewable energy in order to break dependency both in the global
North and global South on fossil fuels for revenue and employment. The disproportionate investment
in lower-middle-income countries indicates that as renewable energy develops and carbon-intensive
energy sources are increasingly scrutinised in the global North, fossil fuel production is being exported
to the global South. This produces the threat of carbon-lock in and increasing risk of stranded assets
in resource-rich countries, prohibiting Inclusive Development and energy transition. By exporting
renewable energy technology and expertise to the global South and stopping fossil fuel investment,
this dependency will cease, and lower-middle income countries will be more able to achieve Inclusive
Development.
7.3. Reflections
7.3.1. Case study
The case study of Ghana has impacted the empirical findings of this study. The focus of this research
has been narrowed in its scope to one loan from UKEF to Ghana’s latest oil and gas pipeline.
Nevertheless, given UKEF is an OECD member and as noted in 4.1 ECAs generally follow a stranded
practice in terms of the support they give (credit, insurance etc.) it provides an interesting opportunity
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to extrapolate and find connections in the role other ECAs play in fossil fuel support. This can already
be reflected with the theses of Harkema, 2020 and Beard, 2020. It is also important to note on the
12th August the UK Prime Minister announced he will soon sigh a policy that from 2021, fossil fuel
support “apart from limited funding for gas-fired power plants ‘in exceptional circumstances’”
(Ambrose, 2020). It’s too early to say what this means for future UKEF investments, but is potentially
a huge step in moving UKEF to support greener projects.
7.3.2. Theoretical Reflection
Applying the lens of Inclusive Development theory has undoubtedly moulded the conclusions of this
thesis. Inclusive Development requires analysing the social, environmental, and relational aspects of
development in equal measure, applying relational over the economic dimension of Sustainable
Development. Given Export Credits have been formed, and are motivated by profit and revenue
generation, and the economic dimensions of Sustainable Development remain the most prevalent
indicator of success and development potential for both the global North and global South, there is a
potential to overlook the impact of economic growth. Nevertheless, a relational lens does enable an
examination of power-dynamics and underlying factors causing inequality, which enables an
integration of economic considerations.
Inclusive Development is a wide-ranging theory, drawing on various development models to form its
three key dimensions. This alongside the omission of economy from its dimensions could make it
challenging to operationalise the theory into the specific focus of ECAs and UKEF. However, the
relational element of Inclusive Development was useful in understanding the dynamics and factors
that lead to fossil fuel extraction and its implications. Additionally, the social and ecological
dimensions enabled a focus on fossil fuel development beyond the economic implications. Lastly, as
noted in section 2.2, climate mitigation and thus transition from fossil fuel production requires a
movement away from the economic growth prominence of SD, making ID the appropriate framework
for this research.
7.3.3. Methodological reflection
This research was guided by methodological choices highlighted in chapter three. Rigour and
credibility were applied in this study as questions were defined and consistently used for each
respondent, and a pragmatic approach enabled flexibility where appropriate and respondents to be
targeted. Each respondent was informed of the nature of the research and gave consent to be
interviewed. The 46 interviews conducted with varying stakeholders ensured extensive knowledge
was gained and trends identified to enable strong data and findings, strengthened further via
document analysis. Unfortunately, UKEF itself did not consent to being interviewed which does
potentially limit a complete picture of their role, however this was not from lack of trying from the
researcher (contacting over 50 employees there). This perhaps indicates the lack of transparency
within UKEF itself. Multiple documents published by UKEF were analysed and incorporated into data
findings to mitigate their lack of participation. There is also a smaller ratio of private organisations as
the researcher recognised the critical nature of this thesis and its conclusions, and therefore applied
a critical realist stance in addition to its overall pragmatic approach. Transferability is especially high
in this research given (Beard, 2020) and (Harkema, 2020) have conducted studies of the US and Dutch
ECAs (both OECD members). Harkema conducted a similar study on the implications of fossil fuel
support in Nigeria. This strengthens claims and patterns found in export credit policies of OECD
member states.
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Not much has been said regarding COVID-19 as although it did result in an early departure from Ghana
and the cancelling of a few interviews, 46 interviews had already been conducted with relevant and
varied stakeholders, and therefore did not impact the findings of this study.
7.4. Policy Recommendations
This research identifies two key policy recommendations:
1. There is a need for stronger legal structure and policies within the UK Government to monitor
carbon emissions produced by UKEF investment. This includes establishing that UKEF must report on
its Scope Three Emissions and that if a project is category A, a framework enables UK stakeholders to
challenge the viability of the project. This will increase accountability of UKEF’s investments and
ensures UKEF’s investments are not environmentally damaging and do not exceed the B2DS limit. This
would instigate alignment with the Paris Agreement, and prevent the issues highlighted in UKEF’s
support of the OCTP project (see 6.2.3). In conjunction with this, there is a need for increased
accountability and transparency within UKEF and its project reporting. A theme throughout data
collection was this lack of transparency. This includes the relationship between the DIT and UKEF,
what the decision-making process is for each project and when there is EHSR, what is the process on
the ground to establish a project is viable?
2. As noted, renewable energy is growing, and price production presents a real opportunity for it
further flourish. To provide a real prospect for it to compete with fossil fuel production, subsidisation
must be directed from fossil fuel support to renewable energy, stronger policies and regulation must
be implemented to further enhance and protect its development.
7.5. Further Research
The framework of this research in examining UKEF’s role in fossil fuel production in lower-middleincome countries provides an opportunity for the same study to be conducted on a different ECA with
a different country. This would build a strong picture of the impact ECAs have. China was frequently
identified as the “elephant in the room” in fossil fuel investment and initiating competitive practices
amongst other ECAs. However, this may be challenging due to China not being a member of the OECD
and lack of transparency and reporting on investments.
Another question raised is whether developing a renewable energy sector causes fossil fuels to be left
underground. Several respondents intermitted that renewable energy would be used more as a
supplement to fossil fuel production rather than a replacement. Exploring the role renewable energy
plays in driving out fossil fuels, the benefits it brings in developing countries and challenges it poses
(for example, land displacement) may thus contribute to a more focused view on a renewable energy
transition.
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Annex 1: Operationalisation Table
67

Concept
Leaving Fossil
fuels
Underground

Dimension

Variables

Indicators/Questions

➢

climate change
mitigation

➢

Influence

➢

Fossil
fuel
production

➢

Practices

➢
➢

➢

➢

➢

➢

Governance:
Policies,
Regulation
legislation

➢

Government
Agreements

➢

OECD

➢

UN legislation

➢

Government
institutes

➢

What is the UK and Ghana’s
Governments
policies
to
mitigate climate change?

➢

What legislation and regulation
has been put in place by the UN
and
OECD
to
ensure
Governments and their agencies
prevent further environmental
degradation
and
global
warming?

➢

What are the UKs and Ghana’s
policies on energy resources
and funding?

➢

Is the private sector funding
renewable projects to leave
fossil fuels underground?

➢

What is the environmental
impact of fossil fuel extraction?

➢

What is the social impact of
fossil fuel extraction in Ghana?

➢

How does fossil fuel developed
energy contribute to or deter
economic development?

&

Energy
resources

Impacts

➢

Private sector: Oil
and
Gas
multinational
corporations

➢

Environmental

➢

➢

Which actors influence climate
mitigation policy and actions?
What practices are being taken
to
leave
fossil
fuels
underground?
Is continued practice of fossil
fuel extraction in line with the
Paris Agreements goal of
reaching 1.5C by 2050?

Social

Economic
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➢

Export Credit
Agencies

Paris
Agreement

➢

➢

United Kingdom
Export Finance

Lowering
temperature
rise – 1.5°C - 2°C

➢

Stranded Assets

Process

➢

Would leaving
underground
unemployment?

➢

What impact does fossil fuel
divestment in the Global North
have on Ghana’s economy?

➢

Will Oil & Gas be viable as an
energy resource and export
product in the future?

➢

What is the decision-making
process behind UKEF supporting
fossil fuel projects?

➢

Why is there such a high support
of fossil fuel production as
opposed to renewable?

➢

How does this fit in with UK
Government trade policies?

➢

What are the UKEF policies and
assessments on environmental
impact?

➢

How does this align with or
contradict UK Government’s
climate change policies and
actions?

Does financial flows equal
divestment from fossil fuels?
How can organisations and
countries become more aligned
with the PA?
How does fossil fuel production
impact countries NDCs?

➢

Investment

➢

Trade

➢

Policies

➢

Environmental
impact

➢

Government

➢

Financial flows

➢

➢

Nationally
Determined
Contributions

➢

➢

Capacity Building

➢

fossil
lead

fuels
to
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Inclusive
Development

➢

Relational
inclusiveness

➢

Underlying forces

➢

Factors

➢

What role should the global
South take to help developing
countries build capacity to align
with the PA?

➢

What are the underlying forces
that enable fossil fuel extraction
in Ghana?
What factors are required to
leave fossil fuels underground
and investment in alternative
energy sources?
How can leaving fossil fuels
underground lead to more
Inclusive Development? Who
should lead this?

➢

➢

➢

Inclusiveness
per se

➢

Actors

➢

Well-being

➢

Inequality

➢

Poverty

➢

➢

➢

Inclusiveness in
the
Anthropocene

➢

Limit to Natural
Resources

➢

Regulatory
services

➢

➢

Sustainable
Development

➢

Economic

➢

Significance
of
economy
for
development

➢
➢
➢
➢

Energy
Transition

➢

Sociotechnical
Transition
Theory

➢

Transition as a
method of bring
Inclusive
Development

➢

➢

What impact does fossil fuel
extraction have on the wellbeing
of
the
Ghanaian
population
impacted
by
projects?
Will
leaving
fossil
fuels
underground reduce inequality
and poverty?

How can alternative energy
sources ensure the limits of
natural resources are not
encroached and global warming
is regulated?
Can environmental protection
create development that is
more inclusive in Ghana?

Can fossil fuel production create
sustainable economic growth?
Has the economic prominence
within SD led to trade-offs?
How can strong Sustainable
Development be achieved?
Does the SDGs factor in
environmental pressures/goals
enough?

What stages and factors are
needed to initiate transition
from fossil fuels?
Can energy transition contribute
to Inclusive Development?
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Annex 2: Documents Analysed for Content Analysis
Content Analysis: UK & International Policy Documents
Organisation
Policy Document or Review

Year of Publication

House of Commons, UK Parliament

2019

IFC
OECD
OECD
OECD

OECD

OECD
Oil and Gas UK
Oil and Gas UK
UNFCCC
UKEF
UKEF
UKEF
UKEF
UKEF

UKEF
UKEF
UK Government

UK Government

Environmental Audit Committee
UK Export Finance
Performance Standards – IFC.ORG
Arrangement on Officially Supported
Export Credits
Fossil fuel support is rising again in a
threat to climate change efforts
Trade and Agriculture Directorate
Participants to the Arrangement on
Officially Supported Export
Credits
2020 projections of Climate Finance
towards the USD 100 billion goal:
Technical note
Non-ODA flows to developing
countries: Export credits
Economic Report
Business Outlook Report
Paris Agreement on Climate Change
About us - UK Export Finance
How UK Export Finance can help your
customers
UK Export Finance Annual Report and
Accounts
UK Export Finance Annual Report and
Accounts
Policy and Practice on Environmental
Social and Human Rights Due
Diligence and Monitoring
Notice Offshore Cape Three Points
Project, Ghana
Business Plan
Green Finance Strategy, Transforming
Finance for a Greene Future. HM
Government
UK becomes first major economy to
pass net zero emissions law

2012
2020
2019
2020

2020

2016
2019
2020
2015
2017
2019
2018-2019
2017-2018
2018

2017
2017-2020
2019

2019

Content Analysis: Ghana Policy Documents
Organisation
Policy Document or Review

Date of Publication

ENI
ENI

2017
2017

Public Interest and Accountability
Committee, (PIAC)
Ministry of Energy
Ministry of Energy
Ministry of Finance – Ghana Extractive
Industries Transparency Initiative
(GHEITI)

ENI Assets, Ghana
Sankofa: the first oil from Ghana’s
OCTP development
Annual Report on Management of
Petroleum Revenues for the Period
January – June 2019.
Ghana Renewable
Energy Master Plan
Renewable Energy Act
GHEITI Report on the Oil and Gas
Sector 2017 & 2018

2019

2019
2011
2019
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Annex 3: Interview Questions:
UK:
1. How do export credits relate to international climate ambitions of the UK government?
2. From your understanding, what is the decision-making process behind UKEF funding of fossil
fuel projects?
3. What are the key justifications and reasons for investment in oil and gas projects?
4. To your knowledge do ECAs carry out environmental impact assessments when funding a FF
project?
a. If so, what is the process of the assessment?
5. Although UKEF no longer supports coal, they won’t adopt their own policy on it as they claim
they are governed by OCED arrangement to only support if ‘efficient’ (but then other countries
have adopted own policy) why do you think UKEF hasn’t?
6. UKEF CEO said ‘support for oil and gas should be seen in the context of a transition from fossil
fuels which generate high carbon emissions’ – do you see this as an effective way of fossil fuel
divestment?
7. 0.6% of UKEF’s energy support to low- and middle-income countries in 2017/18 went to
renewables, and 99.4% went to fossil fuel projects – why do you think this is?

Ghana:
1.
2.
3.
4.

What is the role of the Government of Ghana in fossil fuel-related project?
What is the role in UK Trade fossil fuel related projects and expansion in Ghana?
How do you perceive the relationship between the government in these projects?
In your view what are the economic and political implications of foreign fossil fuel
investments?

5. Is there the potential support for renewable energy development?
a. Do you view this as being economically viable energy source?
6. What do you see are the key reasons for the UK government supporting foreign fossil fuelrelated project?
7. Do you see investment in oil and gas projects as transitional to progress into more
renewable energy sources?
8. What is needed to phase out fossil fuels in Ghana and align its policies with the 2015 Paris
Agreement?
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Annex 4: Table of interviews:

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.

Sector

Place

UK
Academia/Research
UK NGO/Civil Society
UK NGO/Civil Society
Academia
and
Research
UK Government
NGO
Media – News source
Dutch NGO
Canadian NGO
Research/Civil Society
Research/Civil Society
UK Government
UK Government
Research Institution
Research/Civil Society
UK Government
UK Government
Law Firm
Civil Society
UK Government
UK Government
UK Government
NGO
Consultant
NGO
Private Corporation
Academia
and
Research
Academia
and
Research
Academia
and
Research
Academia
and
Research
Ghana Government
Ghana Government
Ghana Government
Civil Society
NGO/Civil Society
Ghana Government
Ghana Government
Private Corporation
Ghana Government
Civil Society

UK, Scotland

How Interview Date
was conducted
Skype
06.01.2020

UK
UK
UK, USA

In person
Skype
Skype

07.01.2020
08.01.2020
08.01.2020

UK
UK
UK
UK, Netherlands
UK, Canada
UK, Germany
UK
UK/Nigeria
UK
UK
UK
UK
UK, Mexico
UK
UK
UK
UK
UK
UK
UK
Ghana
Ghana, UK
Ghana

Skype
Skype
Skype
Skype
Skype
Skype
Skype
Skype
Skype
Skype
Skype
Phone
Skype
Skype
Skype
Skype
In person
In person
In person
Skype
In person
Skype
In person

14.01.2020
14.01.2020
14.01.2020
16.01.2020
16.01.2020
20.01.2020
23.01.2020
23.01.2020
23.01.2020
24.01.2020
24.01.2020
24.01.2020
24.01.2020
28.01.2020
03.02.2020
03.02.2020
06.02.2020
06.02.2020
06.02.2020
07.02.2020
17.02.2020
18.02.2020
20.02.2020

Ghana

In person

20.02.2020

Ghana

In person

20.02.2020

Ghana

In person

20.02.2020

Ghana
Ghana
Ghana
Ghana, UK
Ghana
Ghana
Ghana
Ghana
Ghana
Ghana

In person
In person
In person
Skype
In person
In person
In person
In person
In person
In person

26.02.2020
02.03.2020
03.03.2020
04.03.2020
05.03.2020
09.03.2020
09.03.2020
09.03.2020
09.03.2020
11.03.2020
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41.
42.
43.
44.
45.
46.

Consultant
Ghana Government
NGO
NGO
Ghana Government
Ghana Government

Ghana
Ghana
Ghana
Ghana
Ghana
Ghana

In person
In person
In person
In person
In person
In person

11.03.2020
11.03.2020
12.03.2020
17.03.2020
18.03.2020
18.03.2020

Annex 5: All investments made in Ghana by UKEF 2016-2019 UKEF
Year

Exporter/Investor

2016/2017

Dints
Ltd

2016/2017

2017/2018
2018/2019

2018/2019

Buyer/airline/operating
lessor
Gold Fields Ghana Ltd

Project/goods
and services
Mining
equipment

GE Oil and Gas Uk

Vitol Upstream Ghana Ltd

Offshore oil and
gas
development

Contracta
Construction UK Ltd
Contracta
Construction UK Ltd

Ministry of Transport
Ministry of Finance
Economic Planning

&

Airport
construction
Construction of
a marketplace

VAMED
Health
Projects UK Ltd

Ministry of Finance
Economic Planning

&

International

Total liability:

Construction of
hospitals

Product
Supplier
credit
finance
Buyer
credit/
direct
lending
Buyer credit

Maximum
liability (£)
7,997,121

372,292,075

66,693,386

Buyer
credit/direct
lending

78,218,739

Buyer Credit

37,805,692
563,007,013

Source: UKEF annual reports 2016/2017; 2017/2018; 2018/2019
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