
   
 

McCombs Spring Case 2014 – Insights to Ecuador (Sponsor: ConocoPhillips) 
 

IMPORTANT NOTE: There is no proprietary company information contained in this case and 
this scenario is completely hypothetical in regards to ConocoPhillips.  

 
Introduction 

ConocoPhillips Co. [NYSE: COP] is an American multinational energy 
corporation headquartered in Houston, Texas in the United States. It is the world's 
largest independent pure-play exploration & production (E&P) company. In addition, 
ConocoPhillips is 34th on the Fortune 50 company list. ConocoPhillips was created 
through the merger of Conoco Inc. and the Phillips Petroleum Co. on August 30, 
2002. It was the fifth largest integrated oil company until spinning off its downstream 
assets to Phillips 66. 

To retain its position as top E&P company, COP focuses on maintaining its 
value proposition. COP’s value proposition, as outlined in its investor relations report, 
consists of the following: 
·         Maintain a relentless focus on safety and education 
·         Offer a compelling dividend 
·         Deliver 3% - 5% compound annual production growth 
·         Generate 3% - 5% compound annual margin growth 
·         Focus on improving returns 

Throughout upholding these goals, COP also commits to upholding its SPIRIT 
values, which are Safety, People, Integrity, Responsibility, Innovation, Teamwork. 

 
Background 

In 1995, Harvard Business School published a case (Block 16: Conoco’s 
“Green” Oil Strategy (A)) which outlined a scenario where Conoco (then a DuPont 
subsidiary company) was considering entering Ecuador for oil exploration & 
production. The case outlines the many issues that the company had to analyze when 
considering entering this foreign nation. The case ends in April 1990, as Conoco was 
considering which parties to invite to a potential meeting to discuss the pros and cons 
of allowing oil exploration in an environmentally sensitive, yet rich, oil region.  

In 1991, a consortium of foreign oil companies led by Conoco, Inc. proposed 
to develop several oil fields in Ecuador’s Amazon region. Conoco has already spent 
$90 million to explore the potential of the area. It has identified over 200 million 



barrels of oil reserves bordering and inside the Yasuni Park (see Figure 1) and 
Ishpingo, Tambococha, and Tiputini (regions of the Yasuni), one of the most 
biodiverse areas in the world (the ITT alone contains more species in a hectare than 
all of the wildlife of North America). Conoco and the Ecuadorean government 
believed that the fields could be developed in an environmentally sensitive way, while 
environmental organizations, indigenous peoples’ representatives, and multilateral 
lending institutions questioned the company’s intent and the appropriate development 
strategy for the region. Ultimately, COP decided not to drill in Ecuador in the end of 
1991, as it weighed this project against other opportunities worldwide and decided to 
pursue other projects.   

 
 
Current Situation 

In 2007, the President of Ecuador, 
Rafael Correa had sought $3.6bn in 
contributions through the Yasuni-ITT 
Initiative to maintain a moratorium on 
Yasuni drilling. However, by August 2013, 
Ecuador managed to raise just $13m, which 
led to Correa proposing a lift of the drilling 
ban in August 2013. The lift was ratified by 
the Ecuadorian congress in October 2013. 
Correa notes that this decision was “one of 
the most difficult of his administration” and 
cites the economic benefits to Ecuador as 
outweighing the preservation of the region 
(one third of Ecuadorians live below the 
poverty line). At publication of this case, 
assume that all oil companies have the 
opportunity to bid for oil contracts in 
Ecuador.  
 
 
Problem 

Given these considerations, how should ConocoPhillips proceed with the 
Ecuador drilling situation? Should ConocoPhillips enter this Ecuadorian region or 
pursue other options? Provide a justification for your recommendation, details of your 
solution, and also a plan for how ConocoPhillips should implement your solution.  
 

Below are some suggested factors that you may consider in your analysis of the 
problem and justification of your solution (but feel free to explore other areas). It is 

Figure 1 - Map of Ecuador and the Yasuni National Park 



suggested to focus on several of these issues in depth rather than try to incorporate 
every factor into your solution.  

 
 Biodiversity impact 
 Indigenous people reaction 
 Political environment 

o President longevity 
o Party tensions 

 Company mission alignment 
 Ethical factors 
 Financial implications 

o Cost of entering Ecuador 
o Other potential drilling opportunities 

 Logistics and impact of drilling 
 Legal implications 
 Stakeholders 

o Shareholders 
o Downstream outlets 

 


