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Abstract: For more than six decades, the Mexican oil industry has been dominated by the state-owned enterprise Petréleos
Mexicanos (Pemex). However, the 2014 energy reform signified a significant shift, allowing foreign entities to enter the
petroleum sector for the first time in more than half a century. This paper analyzes the evolution of Social Impact
Assessments (SIA) and Environmental Impact Assessments (EIA) in this new context. It analyzes their effectiveness as
instruments for Corporate Social Responsibility (CSR) and evaluates their potential contributions to sustainable development
goals. Drawing on empirical research carried out by a team at the Universidad Auténoma Metropolitana (UAM), this study
underscores the necessity of these assessments in the prevailing regulatory environment.
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1. Introduction

The Mexican energy sector has undergone major transformations since the enactment of the 2014 energy
reform, which aimed to liberalize the market and enhance investment in the oil and gas industries. Historically,
Petrdleos Mexicanos (Pemex) operated as a monopoly, restricting foreign participation in the sector. The
introduction of new contractual frameworks, including "Integral Contracts for Exploration and Production,"
necessitated the development of rigorous SIA and EIA frameworks that comply with international standards.
This paper thoroughly analyzes the consequences of these assessments for sustainable development,
particularly in the context of CSR initiatives by private enterprises.

The oil industry in Mexico has long been regarded as a keystone of national economic development. For decades,
Pemex was the sole entity responsible for the exploration, production, and distribution of hydrocarbons. This
monopoly not only shaped the economy but also influenced social dynamics in communities reliant on oil
revenues.

The 2014 energy reform signified a pivotal moment, permitting foreign companies to enter the market and
engage in various phases of the petroleum industry. This shift raised significant questions about the social and
environmental responsibilities of these new operators, necessitating robust SIA and EIA processes.

Pemex was established in 1938 and has served as an essential component of Mexico's economic framework.
Historically, it functioned not only as a source of revenue but also as an important employer and a key player in
national development. However, maintaining a monopoly caused challenges, particularly amid technical
progress and global market forces.

The energy reform sought to handle these issues by promoting competition and drawing foreign investment.
While this liberalization sought to increase efficiency and boost production, it also brought complexities in
regulatory compliance, notably regarding social and environmental impacts. The emergence of new market
participants necessitated compliance with international standards, thereby accentuating the need for
comprehensive assessments.

2. Methodology

This study uses a qualitative research design, using case studies to analyze how Social Impact Assessments (SIA)
and Environmental Impact Assessments (EIA) have evolved and to measure their effectiveness in the Mexican
oil sector. The research is grounded in a thorough review of existing literature, regulatory structures, and policy
documents that emerged following the 2014 energy reform. This approach helps explain how changes in laws
have influenced corporate requirements and local community expectations in a constantly evolving market. To
ensure the analysis reflects real-life situations rather than theoretical ideas, this study draws on several key
publications that provide a comprehensive methodological model for SIAs and ElAs in the oil industry.
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Notably, previous research points out the role of social impact assessments as key tools for local development
in the Mexican oil sector (Garcia Chiang, 2018) and draws attention to the importance of social baseline studies
to understand community contexts (Garcia Chiang, 2023). Additionally, this study is based on a series of
empirical investigations conducted by the Universidad Auténoma Metropolitana (UAM), including various social
and environmental impact assessments in the energy sector. These studies provide a solid methodological
framework and key evidence that supports the analysis of the effectiveness of SIA and EIA in the Mexican
context.

Furthermore, the methodology includes an examination of the "Social Impact Manifestation for the Energy
Sector" (MISSE) and other related regulatory tools, with a focus on integrating social and environmental
assessments as advocated by international standards (Dauzacker, 2007; Frynas, 2009).

By combining academic insights alongside practical field observations, the study assesses the gap between legal
compliance and genuine Corporate Social Responsibility (CSR) practices in the industry. Collectively, these
studies provide the empirical foundation and analytical depth necessary to critically examine the disconnect
between regulatory compliance and genuine commitment to sustainable development.

The methodology aims to provide a balanced view of the industry's current state, highlighting not only
administrative obstacles but also opportunities for companies to go beyond straightforward compliance and
contribute to meaningful, lasting local development through CSR initiatives that meet community needs.

3. The Role of Social Impact Assessments (SIA)

Social Impact Assessments have emerged as crucial instruments for evaluating the potential effects of oil
projects on local communities. With the introduction of foreign companies, the demand for structured SIA
processes has intensified. The SIA framework mandates that operators conduct comprehensive social baseline
studies, which serve as a foundation for identifying and managing social risks associated with their activities. The
SIA process includes several stages, including scoping, data collection, impact analysis, and reporting. Each phase
is designed to engage stakeholders and incorporate their perspectives, ensuring that the assessments are
mutually comprehensive and reflective of community needs. The emphasis on stakeholder engagement is
critical, as it promotes trust and transparency.

Social Impact Assessments (SIA) and Environmental Impact Assessments (EIA) are integral to the frameworks of
Corporate Social Responsibility (CSR) and governance, serving as central tools that go beyond mere compliance
mechanisms. Theories of CSR highlight the importance of companies taking responsibility for their social and
environmental impacts, which aligns well with the objectives of SIA and EIA. These assessments not only
evaluate the potential negative consequences of projects on local communities and ecosystems but also identify
opportunities to make positive contributions to sustainable development. By systematically incorporating
stakeholder perspectives and addressing economic and social issues, SIAs and EIAs promote a more integrated
approach to CSR, encouraging companies to harmonize their operations with wider societal goals.

Moreover, SIAs and EIAs have to function not only as legal requirements but also as proactive tools that can
make notable contributions to sustainable development. By going beyond mere compliance, these assessments
enable companies to recognize and address potential negative impacts on communities and ecosystems before
projects are implemented. This foresight enables organizations to modify their operations to local needs and
environmental considerations, eventually fostering a culture of responsibility and long-term sustainability.

"Social Impact Assessments (SIA) and Environmental Impact Assessments (EIA) play a crucial role in facilitating
stakeholder engagement, which is essential for effective decision-making. By allowing communities to actively
participate in these processes, SIAs and EIAs empower local populations, ensuring their voices are heard and
their concerns are addressed.

This engagement fosters trust and leads to more equitable outcomes. In addition, long-term engagement with
local communities is vital for companies to build partnerships based on mutual respect and understanding. This
shift in mindset encourages companies to view local communities as stakeholders rather than mere
beneficiaries, enabling them to gain valuable insights into local dynamics, cultural contexts, and socio-economic
challenges. Such insights can inform the design and implementation of Corporate Social Responsibility (CSR)
initiatives that are tailored to meet the specific needs of the community."

By integrating social and environmental dimensions into their strategic planning, companies can create value
not only for themselves but also for the communities they impact, thus reinforcing their commitment to
sustainable development and enhancing their overall corporate social responsibility (CSR) initiatives.
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In addition, the governance literature underscores the necessity for transparency and accountability in
corporate practices, which are essential for fostering trust between companies and the communities they affect.
SIAs and EIlAs facilitate this transparency by requiring companies to disclose their impact assessments and
engage with local stakeholders throughout the evaluation process.

This engagement not only enhances the legitimacy of the assessments but also empowers communities to voice
their concerns, ensuring that their needs are considered in decision-making. By integrating social and
environmental considerations into their core strategies, companies can transform their CSR initiatives into
meaningful actions that contribute to the Sustainable Development Goals (SDGs).

Thus, SIAs and EIAs emerge as crucial instruments in bridging the gap between corporate practices and
sustainable development, helping organizations navigate the complexities of modern governance while fulfilling
their social responsibilities.

While the regulatory framework mandates the completion of SlAs, the effectiveness of CSR initiatives in
promoting local development remains a contentious issue. Traditional CSR practices often prioritize short-term
philanthropic efforts, such as community donations or infrastructure improvements, without adequately
addressing the underlying socio-economic challenges faced by affected communities. A more integrated
approach is necessary to align CSR initiatives with sustainable development goals.

4. The Evolution of Impact Assessments

Environmental Impact Assessments have similarly evolved from basic studies identifying contaminated areas to
comprehensive evaluations that adhere to international standards.

The regulatory requirements established by the Agency for Safety, Energy, and Environment (ASEA) necessitate
a shift toward more rigorous EIA practices, ensuring that environmental considerations are integral to project
planning. The EIA process encompasses several key elements, including baseline environmental conditions,
impact predictions, mitigation measures, and monitoring plans. By incorporating these elements, EIAs provide
a holistic view of the potential environmental consequences of proposed projects.

This comprehensive perspective is essential for informed decision-making that balances economic development
with environmental sustainability. One of the challenges identified is the disconnect between SIAs and ElAs. Best
practices suggest that social, economic, and environmental impacts are interconnected; however, current
Mexican regulations often treat these assessments as separate entities. A more integrated approach, as
advocated by international standards, would involve simultaneous evaluations that consider the complex
interplay between social and environmental factors. Several case studies illustrate the benefits of integrating
SIAs and ElAs.

For example, projects that assess both social and environmental impacts concurrently have yielded
comprehensive insights, leading to improved decision-making. These integrated assessments facilitate the
identification of potential conflicts and synergies between social and environmental objectives.

The regulatory landscape in Mexico is evolving, with an increasing emphasis on integrating social and
environmental assessments. Policymakers are recognizing the value of comprehensive evaluations in promoting
sustainable development, and efforts are underway to harmonize regulatory frameworks to support this
integration.

Recently, the Social Impact Manifestation for the Energy Sector (MISSE, according to its Spanish acronym) was
introduced as a new regulatory instrument in Mexico. This manifestation aims to strengthen the evaluation of
social impacts from energy projects, ensuring that local communities' concerns are adequately considered. The
MISSE establishes a more structured and detailed framework for assessing social impacts. Some of its key
features include:

Comprehensive Approach: The MISSE promotes a thorough analysis of the social, economic, and cultural impacts
of projects, as well as their interrelation with environmental impacts.

Community Participation: A fundamental aspect of the MISSE is the requirement to engage local communities
in the evaluation process. This includes conducting prior consultations and collecting data through participatory
methods.

Transparency Requirements: The MISSE mandates that companies provide clear and accessible information on
the potential impacts of their projects and the proposed measures to mitigate them. The establishment of the
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MISSE represents a significant shift in how social impacts are assessed in the energy sector. Among the changes
introduced are:

e Strengthening the Regulatory Framework: The MISSE reinforces the requirements for social
evaluation, aligning them with international best practices and ensuring that companies fulfill their
social responsibilities.

e Increased Corporate Social Responsibility: With the implementation of the MISSE, companies are
more obligated to demonstrate how their projects will contribute to the sustainable development of
affected communities.

e Focus on Long-Term Outcomes: The MISSE encourages an approach that goes beyond mere
regulatory compliance, incentivizing companies to consider the long-term impact of their operations
on local communities.

The establishment of the MISSE represents a significant shift in how social impacts are assessed in the energy
sector. This paper interrogates whether SIA and EIA serve as genuine CSR tools or merely as legal compliance
measures. To enhance the theoretical contribution, a clearer conceptual framework that links these assessments
to the CSR and governance literature is introduced. This would provide a more analytical depth to the discussion
of their roles in achieving sustainable development.

Evolution of the contracts in the oil industry and the relation with the impact

assessments
COPFs CIEPS Energy Reform
contract model 20/12/2013
: contract model
aproved in aprovedin  Biddingrounds 0,05, 11,12, 13,
2009 P o 1.4,2.1,2.2,2.3and 3 2019 2025

... ..

Table 1: The Evolution of Oil Contracts and Impact Studies

5. Challenges and Opportunities

Despite advancements in Social Impact Assessment (SIA) and Environmental Impact Assessment (EIA)
frameworks, several challenges remain that threaten the effectiveness and implementation of these
assessments in Mexico. The cancellation of new rounds of oil contract tenders by the government during the
term of President Andres Manuel Lopez Obrador raised concerns about the future of these assessments and
their role in promoting sustainable development. This situation highlighted the precarious balance between
economic interests, regulatory compliance, and social responsibility.

The cancellation of oil contract tenders created uncertainty for both investors and local communities. Without
new contracts, the anticipated influx of foreign investment and technological expertise may be stymied,
potentially leading to stagnation in the oil sector. This uncertainty can discourage companies from engaging in
SIAs and ElAs, as they may perceive these assessments as unnecessary bureaucratic hurdles in a volatile market.

Moreover, frequent changes in government policy can lead to confusion regarding regulatory requirements. For
instance, companies may struggle to keep up with evolving regulations related to environmental protection and
social responsibility. This inconsistency can result in inadequate assessments that fail to capture the true
potential impacts of oil projects on local communities and ecosystems. Therefore, a stable and transparent
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regulatory framework is essential to foster investor confidence and ensure that SIAs and ElAs are conducted
effectively.

Private companies have the potential to play a significant role in local development through their Corporate
Social Responsibility (CSR) initiatives. However, the mere implementation of social responsibility actions does
not guarantee positive outcomes for local communities. Effective CSR requires a commitment to long-term
engagement, transparency, and collaboration with local stakeholders.

Historically, many companies have approached CSR as a checklist of obligations, focusing on short-term
philanthropic endeavors such as community donations or infrastructure improvements. While these initiatives
can provide immediate benefits, they often fail to address the root causes of socio-economic challenges faced
by affected communities. For CSR to be truly effective, it must be integrated into companies’ core business
strategies, aligning their operations with the needs and aspirations of local communities.

Long-term engagement with local communities is crucial for fostering trust and ensuring that CSR initiatives are
genuinely beneficial. Companies must move beyond transactional relationships and seek to build partnerships
based on mutual respect and understanding. This requires a shift in mindset, where companies view local
communities as stakeholders rather than mere beneficiaries.

Engaging with communities over the long term allows companies to gain valuable insights into local dynamics,
cultural contexts, and socio-economic challenges. This information can inform the design and implementation
of CSR initiatives tailored to the community's specific needs. Additionally, ongoing engagement can help
companies identify potential conflicts early, allowing for proactive measures to address concerns before they
escalate.

Transparency and accountability are fundamental components of effective CSR. Companies must be open about
their operations, the potential impacts of their projects, and the measures they are taking to mitigate those
impacts. This transparency fosters trust between companies and local communities, as stakeholders are more
likely to support projects when they are informed about the potential benefits and risks.

More thoroughly, accountability mechanisms must be in place to ensure that companies adhere to their
commitments. This can include regular reporting on CSR initiatives, independent audits of social and
environmental performance, and mechanisms for community feedback. By establishing a culture of
accountability, companies can demonstrate their commitment to social responsibility and build stronger
relationships with the communities they operate in.

Looking ahead, the future of SlAs, ElAs, and the MISSE in Mexico will depend on several factors, including
regulatory reforms, stakeholder engagement, and companies' ability to adopt best practices. There is a pressing
need for ongoing research and dialogue among industry stakeholders, government agencies, and local
communities to ensure that the assessments evolve in response to emerging challenges and opportunities.

One significant opportunity lies in fostering collaboration among various stakeholders. Multi-stakeholder
platforms can facilitate dialogue and cooperation between oil companies, government representatives, local
communities, and civil society organizations. These platforms can serve as forums for sharing best practices,
discussing challenges, and jointly developing solutions to complex social and environmental issues. Furthermore,
collaboration can enhance the effectiveness of SIAs and ElAs.

By involving a diverse range of stakeholders in the assessment process, companies can gain a more
comprehensive understanding of potential impacts and identify innovative solutions that benefit both their
operations and the affected communities. Collaborative approaches can also help to build consensus around
project design and implementation, reducing the likelihood of conflict and resistance.

Another opportunity to enhance the effectiveness of SIAs and ElAs lies in integrating technology and innovation.
Advances in data analytics, Geographic Information Systems (GIS), and remote sensing can provide valuable
insights into environmental conditions, social dynamics, and potential impacts. By leveraging these technologies,
companies can develop more robust assessments that inform decision-making and align with sustainability
goals.

More useful technology can facilitate greater transparency in the assessment process. Online platforms can be
utilized to disseminate information, engage stakeholders, and gather feedback. This fosters a more inclusive
approach to decision-making, allowing local communities to participate actively in the assessment process and
voice their concerns.
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6. Conclusion

The evolution of Social Impact Assessments (SIA) and Environmental Impact Assessments (EIA), along with the
introduction of the Social Impact Manifestation for the Energy Sector (MISSE) in Mexico, reflects the changing
landscape of the oil industry and underscores the growing recognition of Corporate Social Responsibility (CSR)
as a vital component in promoting sustainable development. This paper has highlighted several key findings: the
necessity of robust assessment frameworks, the importance of stakeholder engagement, and the need for
transparency and accountability in corporate practices.

Despite the progress made, significant challenges remain, including regulatory inconsistencies and the need for
greater integration of social and environmental considerations into business strategies. However, integrating
these assessments into the regulatory framework presents an invaluable opportunity for private companies to
contribute meaningfully to local development.

By aligning CSR initiatives with the Sustainable Development Goals (SDGs), the oil industry in Mexico can create
a lasting positive impact that extends beyond mere compliance, fostering resilience and growth in affected
communities.

Moving forward, it is crucial for future research to explore the practical implementation of the MISSE and its
effectiveness in various contexts within the energy sector. Additionally, companies should prioritize long-term
engagement with local communities to ensure that their CSR initiatives are genuinely beneficial and tailored to
meet community needs.

By adopting a more holistic approach to CSR and embracing innovative practices, the oil industry can not only
address current socio-economic challenges but also pave the way for a more sustainable and equitable future
in Mexico.
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